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The Impact of Demand Features on the Performance
of Hierarchical Forecasting : Case Study for Spare parts
in the Navy

Seongmin Moon™**

B Abstract =

The demand for naval spare parts is intermittent and erratic. This feature, referred to as non-normal demand,
makes forecasting difficult. Hierarchical forecasting using an aggregated time series can be more reliable to predict
non-normal demand than direct forecasting. In practice the performance of hierarchical forecasting is not always
superior to direct forecasting. The relative performance of the alternative forecasting methods depends on the demand
features. This paper analyses the influence of the demand features on the performance of the alternative forecasting
methods that use hierarchical and direct forecasting. Among various demand features variability, kurtosis, skewness
and equipment groups are shown to significantly influence on the performance of the alternative forecasting methods.

Keywords : Spare Parts Demand, Non-Normal Demand, Hierarchical Forecasting, Demand
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