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Forecasting Model in the Mail-Order Industry
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Abstract The mail-order companies must sell out all of the commodities purchased for marketing. Serious
problems may occur as a result of opportunity loss caused by stock—outs andlor excess stock caused by
poor demand. In order to avoid these problems, the companies have spent a lot of time and effort in devel-
oping a demand forecasting system intended to order the reasonable quantity of goods, and however, there
exists and did exist no forecasting system with the sufficient precision.

This report describes a forecasting model that determines the quantity of orders finally received for indi-
vidual commaodities based on ordering trends during the early period of mail-order life cyclel] 2-4 weeks af-
ter catalog distributionO

The standard model in this industry has used commodity attributes for sales forecasting in despite of a
serious shortcoming until comparatively lately. Our model described in this report resolves this weak point
of the traditional model, and forecasts the necessary and sufficient stock more accurately at the initial
stage of mail-order activities for an individual commodity. This model is now operating in production or
test running state at three major mail-order companies in Japan, and demonstrates a marked improve-

ment of 10-200 of accuracy in demand forecasting in these customers.
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