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METHODS THAT RELY METHODS THAT RELY 
ON QUALITATIVE DATAON QUALITATIVE DATA



UNAIDED JUDGEMENTUNAIDED JUDGEMENT

It is common practice to ask experts what will 
happen. This is a good procedure to use when 
– • experts are unbiased 
– • large changes are unlikely 
– • relationships are well understood by experts (e.g., 

demand goes up when prices go down) 
– • experts possess privileged information 
– • experts receive accurate and well-summarized 

feedback about their forecasts. 



  

Prediction markets  

also known as:

 betting markets,

 information markets, and 

 futures markets  

Consultants can also set up betting markets within 
firms to bet on such things as the sales growth of a 
new product. Some unpublished studies suggest 
that they can produce accurate sales forecasts 
when used within companies.  



  

Delphi techniqueDelphi technique

To forecast with Delphi the administrator 
should recruit between five and twenty 
suitable experts and poll them for their 
forecasts and reasons. The administrator 
then provides the experts with anonymous 
summary statistics on the forecasts, and 
experts’ reasons for their forecasts. The 
process is repeated until there is little 
change in forecasts between rounds – two 
or three rounds are usually sufficient  



  

Game theoryGame theory

                is a is a mathematicalmathematical method for analyzing  method for analyzing 
calculated circumstances, such as in games, calculated circumstances, such as in games, 
where a person’s success is based upon the where a person’s success is based upon the 
choices of others.choices of others.

   The ability of game theorists was tested in 2005, 
they were urged to use game theory in 
predicting the outcome of eight real (but 
disguised) situations. In that study, game 
theorists were no more accurate than university 
students.  

http://en.wikipedia.org/wiki/Mathematical


  

Judgmental bootstrapping  

converts subjective judgments into structured 
procedures. Experts are asked what information 
they use to make predictions about a class of 
situations. They are then asked to make 
predictions for diverse cases, which can be real 
or hypothetical. For example, they might forecast 
next year’s sales for alternative designs for a 
new product. The resulting data are then 
converted to a model by estimating a regression 
equation relating the judgmental forecasts to the 
information used by the forecasters.  



  

Simulated interaction  

is a form of role playing for predicting 
decisions by people who are interacting 
with others. It is especially useful when the 
situation involves conflict. For example, 
one might wish to forecast how best to 
secure an exclusive distribution 
arrangement with a major supplier.  



  

Intentions and expectations 
surveys  

people are asked how they intend to 
behave in specified situations. In a similar 
manner, an expectations survey asks 
people how they expect to behave. 
Expectations differ from intentions 
because people realize that unintended 
things happen.  



  

Conjoint analysis  

    By surveying consumers about their preferences for 
alternative product designs in a structured way, it is 
possible to infer how different features will influence 
demand. 

Eg. potential customers might be presented with a series of 
perhaps 20 pairs of offerings. The potential customer is 
thus forced to make trade-offs among various features 
by choosing one of each pair of offerings in a way that is 
representative of how they would choose in the 
marketplace. The resulting data can be analysed by 
regressing respondents’ choices against the product 
features. The method, which is similar to bootstrapping, 
is called ‘conjoint analysis’ because respondents 
consider the product features jointly.    
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DESCRETE EVENT SIMULATIONDESCRETE EVENT SIMULATION

the operation of a the operation of a systemsystem is represented as  is represented as 
a chronological a chronological sequence of eventssequence of events. Each . Each 
event occurs at an instant in time and event occurs at an instant in time and 
marks a change of state in the system. A marks a change of state in the system. A 
number of mechanisms have been number of mechanisms have been 
proposed for carrying out discrete-event proposed for carrying out discrete-event 
simulation, among them are the event-simulation, among them are the event-
based, activity-based, process-based and based, activity-based, process-based and 
three-phase approaches.three-phase approaches.

http://en.wikipedia.org/wiki/System
http://en.wikipedia.org/wiki/Sequence_of_events


  

EXTRAPOLATIONEXTRAPOLATION

use historical data on that which one wishes to 
forecast. Exponential smoothing is the most popular 
and cost effective of the statistical extrapolation 
methods. It implements the principle that recent data 
should be weighted more heavily and ‘smoothes’ out 
cyclical fluctuations to forecast the trend. To use 
exponential smoothing to extrapolate, the 
administrator should first clean and deseasonalise 
the data, and select 

    reasonable smoothing factors. The administrator 
then calculates an average and trend from the data 
and uses these to derive a forecast  



  

Quantitative analogies 

Experts can identify situations that are 
analogous to a given situation. These can 
be used to extrapolate the outcome of a 
target situation. For example, to assess 
the loss in sales when the patent 
protection for a drug is removed, one 
might examine the historical pattern of 
sales for analogous drugs.  



  

Rule-based forecasting (RBF) (RBF)

allows one to integrate managers’ 
knowledge about the domain with time-
series data in a structured and 
inexpensive way -  - in many cases a useful 
guideline is that trends should be 
extrapolated only when they agree with 
managers’ prior expectations. When the 
causal forces are contrary to the trend in 
the historical series, forecast errors tend to 
be large 



  

Neural nets  

are computer intensive methods that 
use decision processes analogous to 
those of the human brain. Like the brain, 
they have the capability of learning as 
patterns change and updating their 
parameter estimates. However, much data 
is needed in order to estimate neural 
network models and to reduce the risk of 
over-fitting the data  



  

Data mining

 uses sophisticated statistical analyses to 
identify relationships. It is a popular 
approach.  Data mining ignores theory and 
prior knowledge in a search for patterns.  



  

Causal models  

are based on prior knowledge and 
theory. Time-series regression and cross-
sectional regression are commonly used 
for estimating model parameters. These 
models allow one to examine the effects of 
marketing activity, such as a change in 
price, as well as key aspects of the 
market, thus providing information for 
contingency planning.  



  

Segmentation 

involves breaking a problem down into 
independent parts, using data for each 
part to make a forecast, and then 
combining the parts. For example, a 
company could forecast sales of wool 
carpet separately for each climatic region, 
and then add the forecasts.


