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ABSTRACT 

The demand forecasting plays a major role for the survival of companies, firms and 

enterprises in every sector. Demand forecasts are necessary since the basic operations 

process, moving from the suppliers' raw materials to finished goods in the customers' 

hands, takes time. Most firms cannot simply wait for demand to emerge and then react 

to it. Instead, they must anticipate and plan for future demand so that they can react 

immediately to customer orders as they occur. 

The purpose of the study is to define the demand and its determinants and these 

determinants are used to do a good demand forecasting of the Ektam Kibns Ltd for Pepsi 

cola in the last two quarters of 2005, and according the expected demand, is to solve the 

specific problems of the Ektam Kibns Ltd for Pepsi cola. 

Multiple regression method of the demand forecasting, SPSS computer package program 

and secondary data were used for the purpose of the study. The five predictor variables 

and forty observations were used in order to obtain a model for demand forecasting of Pepsi 

cola. 

In conclusion, according to results of the study, the demand forecasting of the Ektam Kibns 

Ltd for Pepsi cola was exceeded the effective production capacity of the firm for the last 

two quarters of 2005. In this case the firm's managers can follow some strategies (they were 

showed in section 8) in order to obtain benefits for firm. 

Keywords: Demand, Demand Forecasting, TRNC, SPSS, and Multiple Regression 
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SECTION 1 

STARTING 

1.1 Introduction 

This section introduces the broad problem area, the actual problem statement, the purpose 

of this study, aims of this study, and contents of the sections of the study report. 

1.2 Broad Problem Area 

The demand forecasting plays a major role for the survival of companies and enterprises 

in the world market by predicted future. Because, the each company must predict the 

amount of the demand for their products in the future, in order to invest in new area and 

to produce new products and These forecasts drive a company's production, capacity, 

and scheduling systems and serve as inputs to financial, marketing and personal 

planning. 

Demand forecasts are necessary since the basic operations process, moving from the 

suppliers' raw materials to finished goods in the customers' hands, takes time. Most 

firms cannot simply wait for demand to emerge and then react to it. Instead, they must 

anticipate and plan for future demand so that they can react immediately to customer 

orders as they occur. In other words, most manufacturers "make to stock" rather than 

"make to order" - they plan ahead and then deploy inventories of finished goods into 

field locations. Thus, once a customer order materializes, it can be fulfilled immediately 

- since most customers are not willing to wait the time it would take to actually process 

their order throughout the supply chain and make the product based on their order ( 

httpsupplychain.ittoolbox.combrowse.aspc) 
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This study is intended to be an applied research project as defined by Sekaran (2003) as the 

research done with the intension of applying the results of the findings to solve specific 

problems experienced by organizations. 

1.3 Problem Statement 

The problem is: the effective production capacity of the Ektam Kibns Ltd for the Pepsi 

cola is enough or not for the demand of Pepsi cola at the last two quarters of 2005. In 

order to understand this problem, the demand forecasting is needed. Then it should 

consider, if firm's effective production capacity is exceeds the demand forecasting of 

Pepsi cola in the last two quarters of 2005, which variable should be used to increase 

sales of Pepsi cola? If the demand forecasting of Pepsi cola is exceeds the firm's 

production capacity, the firm should avoid which costs or how it benefit from the high 

demand? 

The purpose of this project is to define the importance of the demand forecasting and 

the methods of demand forecasting and is to do a good demand forecasting of Pepsi cola 

for the last two quarters of 2005 and determine which variable has how many effects on 

the demand of the Pepsi cola in order to solve the problems of the Ektam Kibns Ltd for 

the Pepsi cola. 

1.4 Purpose of The Study 

The purpose of the study is to define the demand and its determinants and these 

determinants are used to do a good demand forecasting of the firm for Pepsi cola, Ektam 

Kibns Ltd. and according the expected demand, is to solve the specific problems of the firm 

for Pepsi cola. 
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1.5 Aims 

• To explain and define the variables of demand by using literature survey and then to 

decide which these variables of demand has affect on the sales of Pepsi cola in 

TRNC. 

• To define and identify the demand forecasting and its methods by using literature 

survey. 

• To decide which demand forecasting method should be selected. 

• To do a demand forecasting of the Ektam Kibns Ltd. for Pepsi cola by using the 

variables of the demand and Multiple Linear Regressions Method and SPSS 

computer package program. 

• To decide which predictor variable has how much effect on the sales of Pepsi cola 

in TRNC. 

• To compute the amounts of demand (forecasting) of Pepsi cola for the last two 

quarters of 2005. 

• To reach the effective production capacity of the Ektam Kibns Ltd for the Pepsi 

cola will be enough or not for the demand of Pepsi cola in the last two quarters 

of 2005. 

• To decide which variable should be used to increase sales of Pepsi cola. 

• To determine which strategies can be used by the firm according the results of the 

demand forecasting. 

1.6 The Structure of the Study 

After the starting sections, the literature survey is done in the section 2, the theoretical 

framework was developed and discussed from the literature survey in section 3, 

introduced to case study, given information about the firm and which variables has 

affect on the sales of the Pepsi cola that are decided in section 4, the methodology of the 
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study were described in section 5, the forecasting process is done in section 6, the major 

findings are found out from the forecasting process and given in section 7, the 

conclusion reached by the study was discussed in last section 8. 

1. 7 Conelusion 

This section introduced the broad problem area, the problem statement, the purpose of 

study, aims of this study, and structure of the study 

4 



,,,1111-11Bm::im:m: 
- ~- 

SECTION 2 

A LITERATURE REVIEW 

2.1 Introduction 

This section describes; the demand and its determinants, the demand forecasting and its 

methods and techniques, the demand forecasting process. The all information is obtained 

from literature survey. 

2.2 Demand and Forecast Concept 

A forecast is a prediction of what will occur in the future. Meteorologists forecast the 

weather, sportscasters and gamblers predict the winners of football games, and 

managers of business firms attempt to predict how much of their product will be desired 

in the future. (Robert S. Russell/ Bernard W. Taylor III, 1995) 

Demand is willingness and ability of buyer to purchase a given amount of goods or 

services, over a range of prices, over a given period of time. (Michael Parkm, 1998) 

2.2.1 The Determinants of Demand 

The determinants of demand cause an increase, the curve shifts to the right, or decrease, 

the curve shifts to the left, in demand. Many factors can cause demand to change. The 

most common are listed below with an explanation of each. 

1. The price of the good: when the price of a good rises, other things remaining 

the same, its relative price-its opportunity cost-rises. As the opportunity cost of a 

good rises, people buy less of that good and more of its substitutes. (Michael 

Parkin, 1998) 
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2. The prices of the related goods: A substitute is a good that can be used in 

place of another good. For example, a bus ride is a substitute for a train ride and 

a compact disc is substitute for a tape. If the price of a substitute for a tape 

increases, people buy less of the substitute and more tapes. (Michael Patlan, 

1998) 

3. Income: another influence on demand is consumer income. When income 

increases, consumers buy more of most goods, and when income decreases, they 

buy less of most goods. Although an increase in income leads to an increase in 

the demand for all goods. (Michael Patlan, 1998) 

4. Population: Though not mentioned in the lesson, the number of buyers will 

affect demand particularly with today's mobility. With more people in the 

market, demand will increase. On the other hand, if people are leaving a market, 

demand will decrease. Demand dropped significantly in this county with the oil 

crash of 1987 as people left the area (demand for U-baul trucks increased though 

and they had to hire drivers to return their trucks to be rented again). 

( www.brazosport.cc.tx.us,2005) 

5. Preferences: 

• Advertising; how we feel about a product will determine how much we 

buy at what price. I buy more of the things I like best and I'm willing to 

pay higher prices for it. The whole purpose of advertising is to get you to 

change your tastes and preferences, therefore increasing your demand. 

(www.brazosport.cc.tx.us,2005) 
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6. Expected future prices: if the price of a good is expected to rise in the future 

and good can be stored, the opportunity cost of obtaining the good for future use 

is lower now than it will be when the price has increased. So people retime their 

purchase - they substitute over time. They buy more of the good now before its 

price is expected to rise (and less after), so current demand for the good 

increases. (Michael Parkm, 1998) 

7. Other (government, weather and seasonality): Many other factors can affect 

our demand. Three are listed here, but there are more. Laws can make it easier 

or harder to buy items. A gulf storm can clean the shelves of batteries and 

bottled water. A cold front will raise the demand for sweaters and coats. In 1997, 

a heavy invasion of mosquitoes led to a shortage of spray (as well as many 

complaints). 

(www.brazosport.cc.tx.us,2005) 

2.2.2 Demand Characteristics 

Before a discussion of popular forecasting methods, it is important to be familiar with 

the five major characteristics of demand: 

1. Average: Demand tends to cluster around a specific level. 

I 
2. Trend: Demand consistently increases or decreases over time. 

3. Seasonality: Demand shows peaks and valleys at consistent intervals. These intervals 

can be hours, days, weeks, months, years, or seasons. 

4. Cyclical: Demand gradually increases and decreases over an extended period of time, 

such as years. Business cycles (recession and expansion) and product life cycles 

influence this component of demand. 

5. Random Error: Variations that cannot be explained or predicted. 

(httpsupplychain.ittoolbox.combrowse.aspc, 2005) 
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2.3 Types of Forecast 

There are three types of forecasting methods: 

• Economic Forecasting: address business predicting, inflation rates, money 

supplies, housing starts, macro forecasting, 

• Technological Forecasting: rates of technology which create new products. 

• Demand Forecasting: projection of demand for a company's product or 

service. These forecasts drive a company's production, capacity, and 

scheduling systems and serve as inputs to financial, marketing and personal 

planning.(www.snc.edu,2005) 

2.4 Definition of Demand Forecasting 

A forecast is an estimate of future demand. It can be determined by mathematical means 

using historical data; it can be created subjectively by using estimates from informal 

sources, or it can represent a combination of both techniques. (www.gis.net, 2005) 

2.4.1 Components of Demand Forecasting 

The type of forecasting method to use depends on several factors including the time 

frame of the forecast (i.e., how far in the future is being forecasted), the behaviour of 

demand, and the possible existence of patterns (trends, seasonality, etc.), and the causes 

of demand behaviour (Roberta S. Russell/ Bernard W. Taylor III, 1995) 
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2.4.1.1 Time Frame 

Indicates how far into the future one is forecasting. 

In general, forecasts can be classified according to three time frames: short-range, 

medium-range, and long-range. 

Short-range forecasts typically encompass the immediate future. They are concerned 

with the daily operations of a company, dictated by daily or weekly demand such as 

production scheduling and resource requirements. A shortage-range forecast rarely goes 

beyond a couple of months into the future. 

A medium-range forecast typical encompasses anywhere from 1 or 2 months to two 

years. A forecast of this length is normally used by management to develop such things 

as an annual production plan or an annual budget or the development of a project or 

program, such as the development of a new production line or the implementation of a 

quality circle program. 

A long-range forecast usually spans a period longer than 2 years. This type of forecast is 

normally used by management for strategic planning. It might include planning new 

products for changing markets, entry into new markets, the development of new 

production facilities, or the long-term implementation of a new program, such as a 

quality management program. In general, the further into the future management seeks 

to predict, the more difficult forecasting becomes. (Roberta S. Russell/ Bernard W. 

Taylor III, 1995) 

2.4.1.2 Demand Behaviour 

Demand sometimes behaves in a random, irregular fashion, with no apparent patterns. 

However, it often exhibits predictable behaviour, reflected by trends or repetitive 

patterns in which it is hoped the forecast will reflect. The three primary types of demand 

movement are trends, cycles, and seasonal patterns. 
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A trend is a gradual, long-term up or down movement of demand. For example, the 

demand for personal computers has generally followed an upward trend during the last 

few decades, without any sustained downward movement in the market. Trends are the 

easiest patterns of demand behaviour to detect and are often the starting points for 

developing forecasts. 

Random variations are movements that are not predictable and follow no pattern ( and 

thus are virtually unpredictable). 

A cycle is an undulating movement in demand, up and down that repeats itself over a 

lengthy time span (i.e., more than one year). For example, new housing starts and, thus, 

construction-related products tend to follow cycles in the economy. Automobile sales 

tend to follow cycles in the same fashion. The demand for winter sports equipment 

increases every four years before and after the winter Olympics. 

A seasonal pattern is an oscillating movement in demand that occurs periodically (in the 

short run) and is repetitive. Seasonality is often whether related. For example, every 

winter the demand for snow blowers and skis increases dramatically, and retail sales in 

general increases during the holiday season. However, a seasonal pattern can occur on a 

daily or weekly basis. For example, some restaurants are busier at lunch than at dinner, 

and shopping mall stores and theatres tend to have higher demand on weekends. 

(Roberta S. Russell/ Bernard W. Taylor III, 1995) 

2.5 Demand Forecasting Methods and Techniques 

There are three types of forecasting methods available to predict demand: 

( 1 )Judgment (qualitative) methods 

(2) Time series analysis, 

(3) Causal methods. 

Each of these methods is described below with the techniques used to apply the method. 
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