-

View metadata, citation and similar papers at core.ac.uk brought to you byf’f CORE

provided by University of Huddersfield Repository

M

University of
HUDDERSFIELD

University of Huddersfield Repository
Haloub, Radi and Reynolds, Paul Lewis

The Influence of Managerial Forces and Users’ Judgements on Forecasting in International
Manufacturers: a Grounded Study

Original Citation

Haloub, Radi and Reynolds, Paul Lewis (2015) The Influence of Managerial Forces and Users’
Judgements on Forecasting in International Manufacturers: a Grounded Study. In: BAM 2015
Conference, 8th - 10th September 2015, University of Portsmouth, UK.

This version is available at http://eprints.hud.ac.uk/25707/

The University Repository is a digital collection of the research output of the
University, available on Open Access. Copyright and Moral Rights for the items
on this site are retained by the individual author and/or other copyright owners.
Users may access full items free of charge; copies of full text items generally
can be reproduced, displayed or performed and given to third parties in any
format or medium for personal research or study, educational or not-for-profit
purposes without prior permission or charge, provided:

* The authors, title and full bibliographic details is credited in any copy;
* A hyperlink and/or URL is included for the original metadata page; and
* The content is not changed in any way.

For more information, including our policy and submission procedure, please
contact the Repository Team at: E.mailbox @hud.ac.uk.

http://eprints.hud.ac.uk/


https://core.ac.uk/display/30733379?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

‘BAM British Academy
of Management

N

BAMZ2015

This paper is from the BAM2015 Conference Proceedings

About BAM

The British Academy of Management (BAM) is the leading authority on the academic field of
management in the UK, supporting and representing the community of scholars and engaging with
international peers.

http://www.bam.ac.uk/




The Influence of Managerial Forcesand Users’ Judgements on Forecasting

in Inter national M anufacturers. a Grounded Study
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Abstract

Despite the improvements in mathematical forecastngrtiques, the increageforecasting
accuracyis not yet significant Previous research discussed various forecasting issues a
techniques without paying attention to usefsrces and behaviours that influence the
construction of forecasts. This research investigates gap through examining the
managerial forces that influence the judgements of diffexesers and constructors of
forecasts in international pharmaceutical compani@s qualitative research applying
Grounded Theory methodology is used to explore the cattefrces in forecasting
processs by interviewing different constructors and userfs forecasts in international
contexts Using the Coding Matrices, the research identifiesfolees which induce users’
judgements, and consequently lead to conflicts. The resealdd value by providing
assessment criteria of forecasting management in fresearch.



I ntroduction

The managers’ decisions within organisations are usually based on foragastents and the
different outcomes of their predictions (Wilson ando@it, 2003; Loewensteit al, 2003).
Forecasting the future is very critical in decision mgkprocess (Lawrencet al, 2000); it
gives management the ability to plan, budget and contr@npeaince, in addition to sharing
knowledge and justifying managers’ decisions (Onkal et al, 2008). Therefore, forecasting
must not be studied in isolation, but in the context pblicy making processasforecasting
is the basis of many decisions that need to be taken sudpasitg planning, inventory
management, purchasing control and investment decisiofeuih2013).

The expectation from the forecasters, or constructbtleoforecasts, within the firm is to

use the mathematical techniques to predict the future demaedtain products or services
however, in practice the constructors or producers of forecasts “have eschewed statistical
methods of forecasting and depend instead on human expertise” (Brown, 2011, P. 77). The
subjectivity of human expertise is mixed with human vaklmed expectations which might
increase the possibilities of producing a fragile forecast. Moreover, low humans’ capabilities

to process large amount of information (Hogarth and Makrd€881)and human mind’s
limitations (Lawrenceet al.,2006) increase the biasness in the produced forecasts. Goodwin
and Wright (1993) defined judgments as the different pebplssal illusions which might

be part of subconscious mental involvedness and cogriitiation.

According to Dan and George (2013), the biases in human judgemepredicting the
future are caused, unwittingly and routinely, by emotiomakrference and how the
projected forecasts make one's emotional state ifuthee, which is defined in psychology
as “Affective Forecasting (Wilson and Gilbert, 2003). The biasness in affective forecasting
is also seen a threat to subjective well-being, because effect on decisions, preferences
and behaviour (Dan and George, 2013). According to Halpern and Arnold (2@@8ple
make different projections about their future weding when they are in positive versus
negative emotional moods” (P.1710), consequently highlighting that emotional moodaff
people judgements and decisions.

Yet, human judgement could be an important source of improvingptieeasting accuracy
in the future, notwithstanding the limitations of human judgets. Authors like Collopy
and Armstrong (1992), Armstrong (2003) and Fildes (2006) mentionégutitanent is an
important part of the forecasting process, even when usingsttisstical approaches,
because it involves the choice of the forecasting medhddhe selected data.

This research explesthe effect of usetgudgements integration on forecasts and conflicts
initiated within the forecasting process and managenmdmse conflicts arise because of
the variations in judgments and perceptions of forecaStsith and Mentzer (2010)
highlighted that these variations in judgements and percepibforecasts‘may influence
forecast utilisatiori leading to “a gap in our understanding of the forecasting-ofiega
performance connection” (P. 159). Fildest al. (2006) and Lawrencet al. (2006) agreed
with this and highlighted that the values and beliefs ofsusérforecasts are originally
generated as result of inseparability of human judgement from the faséiog process
This research responds to Fildgsal. (2009) who highlighted the need tase interpretive
research methods to establish, at a deep levebheahefs and values of managers engaged
in forecasting ... to explore both the psychological processes that individual managers
employ and the effects of interactions between rgamawithin organisational context§P.
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20). This research address#ss gap in literature by identifying thé&beliefs and values
of managers” (Fildes et al., 2009) which affect their judgements in the forecasting
management process.

In practice, judgemental adjustments of the produceddste@re very common process
(Fildeset al, 2006; Goodwiret al, 2006), in reflection to different organisational goals and
objectives The use of both statistical models and managers’ judgments could provide the
ability to add domains of knowledge and time series infaomatLee, 2007) while
recognising that'different heuristics and biases may be involved” (P. 39).

Sanders and Manrodt (1994) explained the use of judgmentse ifotecasting process
within organisational settings in different ways. Theselld involve adjustments of the
produced forecasts, adjustments of the forecasting statigtiocedure, or adjustments of
the initial data used in producing the forecasts. The variations among researchers’ views
about judgmental integration might have an effect onpdtern of results obtained in
research, which might have some implications in pradtiarvey and Harries, 1999).

Willemain (1989) mentioned that if the forecasts that weksdywed statistically were
suboptimal, judgemental adjustments would improve the accofabg produced forecasts.
The improvement of accuracy also happens when domain &dge/lis available; this was
also supported by Turner (1990) and Donihue (1993) in macroeconoseesaiees, and by
Wolfe and Flores (1990) and Flores al. (1992) who conducted their researches on the
earnings forecasting, as well as Sanders and Ritzman (20D Nilesiopoulcs et al. (2007)
who conducted their research on the demand forecastinggstdaking into consideration
that bias results might be present in the final fasex Judgemental adjustments to forecasts
provide a clear improvement to the forecasts accuracyvever, Mathews and
Diamantopoulos (1992) raised the conflicts in amending timeadljusted forecasts due to
the flexibility of the forecasting system used in organiss.

Many organisations revise their forecasts not their p@shown in Figure (1) (adapted
from Armstrong, 2001) if the forecast results are satisfactory, it will bended and
processed to implement the plans and monitor the results that widse of the data bank
for other future plans. If the forecast results are stitl satisfactory; then forecasts vk
revised, and forecasting process will be repeated agairresthing satisfactory outcomes
to match with the plans (Armstrong, 2001). In the forecgsprocess, the forecasters
usually formulate the problem and obtain information in ordeselect the appropriate
forecasting method to implement and finally evaluate te¢had used on the forecasting
process.
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Figure 1. The scope of forecasting - the relationship between the for ecasting components and for ecasting
process (adapted from Armstrong, 2001)

Forecasts can change the employees’ behaviour and objectives, which will consequently
change the organisational environment, culture and ciat#licts in interdepartmental
communication that are linked to the process of decisiaking (Harriset al, 2008). The
change in behaviour could add some complexity of this relses that forecasts change the
behaviour (Kremeet al, 2011) and attitudes of the users, thus, leading to an iedretise
areas of conflict between different departments.

This research is exploring thgers’ stimulus that affects their contribution, behaviour and
influences toward the constructed forecasts. Whathexsetforces? What are the impacts of
these forces on the constructed forecasts? Thiseawtidll provide a brief literature review
about the usetsinvolvement in the forecasting process and judgementegration of
forecasts, followed by the conceptual framework, the houlogy, discussion and
conclusion. This research will use the internatiophhrmaceuticals companies as an
example of large enterprises with a high volume marufang in forecasting management.

Literature Review

Forecasting is “the driving force behind all forward planning activities” (Lambert and Stock,
1993, P. 559), which contribute in the decision making proaedsoperation performance
(Smith and Mentzer, 2010).



Previous literature about the forecasting process and its impact on the companies’
performance discussed the inventory and cost effect orm#maufacturing systems and
logistic performance (Kalchschmidt and Zotteri, 2007; Danesk Kalchschmidt, 2011).
Through evaluating the forecasting useful knowledge ghatblished in journals, Armstrong
(2003) found that “journal papers relevant to practifia forecastinglare difficult to find...
Once found, the papers are difficult to interpret” (P. 1) Flides (2006) also supported the
availability of gaps practice and the literature as thectmting experts pay most attention to
what they publish between themselves and ignore the main smpgpert of its real
application. In practice there arénany companies have no forecasting capability at all
becausehey feel it’s not necessary at their companies” (Dilgard, 2009, P4), and managerial
judgements are enough.

Onkal and Bolger (2004) mentioned the forecasters or theafstrproviders (or constructors)
might be the users as well in different departments. Mae the shared forecasts (Mentzer
and Bienstock, 1998) are translated in different departmetasdifferent processes and
decisions; such as manufacturing plans, budget prepatatinasnotional activities,
investments, profits, resources allocation and perforenappraisal. The shared forecasts
will provide the opportunity to combine data and share informg@enet al, 2000), and
share data from different resources and functional intiegrawithin organisational
departments (Mooat al, 2003) will reduce the uncertainty of the future eveRtsecasting
accuracy is one of the main interests to researcherthe field of forecasting. The
relationship between the adoption of various forecastirghnigues (quantitative or
gualitative forecasting techniques) and accuracy is debdtdblgzer and Bienstock, 1998

Some managers do not believe in giving attention to impgofarecasting processes, and in
some cases, companies might even need the latest torgaapabilities that might not be
fully leveraged or properly understood. Furthermore, compareduse to overhaul the
necessary major changes in existing forecasting pracé3ggard, 2009).

The forecasting process was discussed by different @utnod each author viewed the
forecasting process in different direction, for examplanstrong (2001) views forecasting
process from data bank (environment), cost of losing oppoytaniinvestment (Johnson,
2005), the forecasting techniques, competitors’ actions, profits and market share. In this
paper, the forecasting process that will be consider#ukititerature review is conducted by
Fildes (2010) as explained in Figurg.(2

The framework about the organisational forecasting prostmss from the forecasting
support and information systerwhich provide the decision makers with the predictions,
after considering the proposed set of plans or planning guidehoescasters use selected
information about the environment that is available througimdbManagement Information
System (MIS) or on an informal basis. Forecasterf etioose the certain forecasting
procedure based on the cost, the deadlines and the expectedcy of the forecasts, taking
into considerations that the forecaster should take @tdcount the value of improving
forecast accuracy (Fildes, 2010).

If the forecasting output is not as expected, the &mtecs can modify the results by using
alternative sources of information to produce new foregasbrking forecast). The working
forecast may not meet the decision makers’ expectations and objectives. At this point,
decision makers and forecasters would revise the planning gqeisiednd the assumptions
that lead to the initial forecasts (Fildes, 2010).



The main initiator of the conflict between participantstie forecasting process, i.e. the
forecaster and the decision maker, is that the iné¢waship between the two protagonists is
not included in the organisational framework, but it is affédty the organisational culture.

Another reason for the conflict between participanthe forecasting process is due to the
different managerial views of random variables evaluatiogtween departments within the
same organisation, where these variables are affectedgn assumptions that are affected
by different types of pressures and experiences. This meéahghe same data used by
different departments may produce contrasting forecatiistiffierent forecast errors.

The forecasters and decision-makers are both affectethdwy own values, professional
expertise and their personal career goals, which do nessetly match or differ at all
times, but they both affect each other in different directions. In fact, the forecasters’ and
corresponding decisiomakers’ views of the problem are often in substantial conflict
(Wheelwright and Clarke, 1976). This conflict might be bseatlne managers see forecasters
as too technical people, who deal with data and forecdstingulas, without understanding
and sometimes ignoring the managers’ problems. Forecasters, on the other hand, view
decision makers as people who have little understandiogt ahe technical aspects of
forecasting. Among the suggestions to evaluate the organisation’s forecasting performance is

to examine how forecasts are used, not just how they adeiged (Fildes and Hasting, 1994;
Wheelwright and Clarke, 1976). This is important, especially fhieecasting techniques
alone do not necessarily improve the forecasting acguraanagers should also consider
other issues associated with the forecasting procesgpraeat (Mentzer and Cox, 1984)

In some organisations, the forecaster who is respenfiblforecast creation is also the user
of the forecasts, and in this case the forecast idylitee be applied without adjustment
(McCarthy et al, 2006). In some cases where separate individuals mapvbéved in
forecast creation and utilisation, the direct relaetiop should be directed through the
management policies and mandate application (Schultz).1987

The forecasting process is affected by the managemehtoeganisational approaches
(Mentzer and Kahn, 1997; Moaet al, 1998; Mentzert al., 1999 because of its ability to

define priorities relevant to organisational strategic oljest(Modell, 2012) and minimise

conflicts in the construction of final or shared foresagthis research will not consider the
organisational approaches in the process of construotiecasts.
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Judgemental integration of the produced forecasts

Sanders and Manrodt (1994) explained the use of judgmerits farecasting process within
organisational settings in different ways. These couldlvwesadjustments of the produced
forecasts, adjustments of the forecasting statispcatedure, or adjustments of the initial
data used in producing the forecasts. The differences drbgtimtegrating judgemental and
statistical methods lead to conflicts between scholathaim evaluation of the judgemental
integration into the forecasts. In some cases, managgs preliminary forecasts based on
their judgments and then send them to another source totheknal forecasts; however, in
some cases, the combination of the judgements withifotbeasting process to produce the
final forecasts can lead to less accuratecists. The variations among researchers’ views
about judgmental integration might have an effect onpagern of results obtained in
research, which might have some implications in pradtiarvey and Harries, 1999).

The integration of judgements into statistical forecagts criticised by Sanders (1992),
Harvey (1995) and Goodwin and Fildes (1999), as the integratiopdgements into
statistical forecasts would decrease their accuracy dwertfusion between statistics and
managers’ judgements that are based on the reality of the marketplace (Goodwin, 2002).

From another point of view, Willemain (1989) mentioned tliathé forecasts that were
produced statistically were suboptimal, judgemental adjugsneould improve the accuracy
of the produced forecasts. The improvement of accurasy bappens when domain
knowledge is available; this was also supported by Turner (1990Panihue (1993) in
macroeconomics researches, and by Wolfe and Flores (48€0floreset al. (1992) who
conducted their researches on the earnings forecastingvell as Sanders and Ritzman
(2001) and Nikolopouloset al. (2007) who conducted their research on the demand
forecasting process, mentioned that bias results mightreésented in the final forecasts.
Judgemental adjustments to forecasts provide a clear impeowveathe forecasts accuracy;
however, Mathews and Diamantopoulos (1992) raised conflemending the non-adjusted
forecasts due to the flexibility of the forecasting systeed in organisations.

From te other hand, Harvey and Fischer (1997) and Lim and O’Connor (1995, 1996) studied
the received forecasts from another perspective, anddbey that users of the forecasts fail
to make adequate adjustments to the forecasts due to low tanderg of the forecasting
techniques and their low market knowledge. Goodwin and Wright (1&%d)Webby and
O’Connor (1996) studied the combination of judgments with statistical methods through
mechanical averaging between both methods, and found thatuld reduce the forecast
errors, but it should be based on simple average foreGésorganisation has an impact on
the integration process of judgements with statistica¢cfasts, and it also affects the
forecasting process and outcome (Harvey and Fischer;.1997)

Affective Forecasting

Many researchers explained the affective forecastingitancbnsequences on the shaping
decisions and choices for the future (Wilson and Gild&005). The feeling about affect
experiences in emotions and moods (Dan and George, 2013) vehitth lie a threat for
subjective well-being (Kermeret al 2006). The biasness could result from thelient
information” (Gilbert and Wilson, 2007ywhich could be part of the feelings’ prediction
output the future events (Levinet, al2012).



Dan and George (2013) connect the affective forecasting to itdhiquin the current
organisational projects. The affective forecasting will affect the people’s engagement in
various projectsManagers’ experience might contribute in the forecasting of the future as
they “remember the past to envision the futur@Bucker and Carroll, 2007: 55). The
emotions, feeling and uncertainties might influence mamatge predict the future. On the
psychological forces that this research explore thestors from various forecasting
contributors from marketing, finance and supply departments.

The Conceptual Framewor k

This research aims to identify the impact of managerial psychological factor®n
forecasts users and constructdvientzer,et al (1999) identified the users of forecasts are
usually three departments which are marketing/sales, finadcgugply chain (or logistics).

The individual behaviours and management have an impact oforieast application
(Fildes, 2006; Armstrong, 2001; Lawrence, 2000) and different ehieak grounding has
emerged that explain the management role in the dawelot of forecasts like Davis and
Mentzer (2007), Winklehofer and Diamantopoulos (2003) and 2eet al (1999). Lack
of empirical evidence thaxplain the impact of the users’ actions and perceptions on the
utilisation of forecasts lead to conflicts in finding tledationship between the forecasting
and operating performance (Smith and Mentzer, 2010).

Based on the conceptual framework in Figure 3, researclvavifly the factors that affect
the users of forecasts in the literature and its infleeon the departmental perceptions and
understandings of the produced forecasts in internatpmaimaceutical companies. This
research will also identify the factors that have #ece on users evaluation of the
forecasts.
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M ethodol ogy

The use of Grounded Theory is derived from the symbolieractionist theoretical
perspective (Crotty, 1998), and it"ghe discovery of theory from datgdGlaser and Strauss
(1967, P. 2)Grounded Theory incorporates the researcher’s perspectives that are explicitly
and exclusivelyGrounded'in the perspectives of participants as they appear lacted
data, which, consequently, gives the Grounded Thesirgng explanatory power of
phenomena to develop theory through Grounded considerddomunded Theoryis a
comprehensive approach that produces explanations for uitifahsocial behaviour, social
organisation, and social change (Merton, 1968).

Grounded Theory methodology will bridge the gap between erapidata and theory
generation (Hammersley, 1989), to produce an emphasis oncilysconstructed nature of
reality (Goulding, 1998), and facilitate producing interpretatibmsexplain the social
phenomena, like; the main concerns of social actorgjstify their behaviour (Glaser and
Strauss, 1967; Hammersley, 1989; Glaser, 1992; Wuest, 1995; Annells, 1996)d&sroun
Theory can recognise the complexity of the social waid] works to make sense of it to
both the analysts and lay-people (Wells, 1995).

In the current research, the data were collected throlghusual methods of interviews
(Morse and Field, 1995), but theory development is based mparative analyses between
or among groups of persons within a particular area @rast, in addition to constant
comparison to the previous literature, and this is théralefeature of Grounded Theory
(Glaser and Strauss, 1967; Strauss and Corbin, 1994), whichenntitpthe researcher to
recognise patterns and relationships between these pattesnsr(@978; 1992).

The research method is also in response to Fiketesl (2009) to“use interpretive research
methods” (P. 20) in order to provide deeper understanding of managers’ perception — in value
and believes- within the organisational context. This research ainmaching with the
“critical realism” views, and different levels of involvement of theefoaisting users within
organisations and many possible judgmental influences frdfaradit users that were
originated from the different values and priorities. Tieisearch philosophy is matching with
previous researches aimed to explore the reasons behindilpanlbenomena and transpire
complex phenomena in organisations using a critical reafgrspective (Tsoukas, 1989;
Costello, 2000; Harrison and Easton, 2002). Critical reabstieeved that information,
perceptions, opinions, and understanding people are ctiiddéentify the realities (Mason,
2002).

Method of data collection

The interpretivists define qualitative research methodsrd@y, 2011) as‘an array of
interpretive techniques which seek to describe,odec translate, and otherwise come to
terms with the meaning, not the frequency, of dertamore or less naturally occurring
phenomena in the social world” (Van Maanen, 1983, P. 9). Qualitative methods concentrate
on deeper understanding of behaviour (Snape and Spencer, 20030Ahaewl Skoldberg,
2009) due to their ability to generate understanding meanings amdxts of complex
phenomena and multi-dimensional views through dialect andbfe approaots (Morgan

and Smircich, 1980; Creswell, 1994; Mason, 2002).
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The "truthvalué is demonstrated by-depth description of the topic area and complexities
of data interaction (Lincoln and Guba, 1985tumet, 1990; Eisner, 1991; Marshall and
Rossman, 2006).

Method of data analysis

The interviews were recorded, transcribed and analysedy ugialitative methods of
analysis.Open codingis the initial stage of the Grounded Theory analysiag& and
Strauss, 1967; Strauss and Corbin, 1990). Open coding process ifyildgnhaming,
categorising and describing phenomena found in the text, usdzbas the building blocks in
the construction of Grounded Theory (Glaser, 1978). The sirdddéa will be grouped
together and labelled under the same conceptual label; thisssras calledategorising
finding the connections between categories and its suberas to formaxial coding The
integration of axial codes will generatere categoriesCore categories are the central ideas
or phenomena and are the first story line in the generatiotheory. The story has a
descriptive nature about specific phenomena of the reselaogever, thestorylineis a
process ofbstractingandconceptualisatioof the story of the research.

The categories are linked to the core category througlledte categorical relationshipy
identifying the causal conditions that will lead to the depeient of phenomena. Here, the
context is considered as a set of intervening conditionvhich the phenomena are expressed
or formulated. As a result of phenomena, actions/iotenas occur leading to intended
or/and unintended outcomes and responses that are called cowssq@@andit, 1996).
Subsidiary categories can be included in the analysésetltategories may explain the
linkages between categories and improve the level of complekithe data analysis and
validation. The core categorical relationship is condurtedis research througtonditional
relationship guideandreflective coding matridto confirm saturation and develop emerging
theory (Pandit, 1996; Scott and Howell, 2D08

The conditional relationship guider conditional matrix will support contextualise a cahtr
phenomenon by arranging the relationships between the dategwiconstruct theory (Scott
and Howell, 2008; Strauss and Corbin, 1998). The data are inli@mlken down by asking
the questions of what, when, whewehy, how, and what are the consequences (Strauss and
Corbin, 1998; Scott and Howell 2008)he conditional relationship guide presents the
process of moving the open coding to axial coding and accotdirfgcott (2004)“this
method(conditional relationship guideylso began to help the dimension of time, or pssce
to emerge, and move the concepts from a flat, tirmaceptualisation to a more complex
pattern of understanding” (P. 83).The conditional matrix will “contextualise phenomenon
and relates categories linking structure with psstehowever, the reflective coding matrix
will “serve as a bridge to the final phase of Groundezbifhanalysis ... and, ultimately, to
substantive theory generation” (Scott and Howell, 2008, P. 1).

The reflective coding matrix is important to construct tétional hierarchy, contextualise
the core category and link the major and minor subgeaies (Strauss and Corbin, 1998) to
clarify the picture of the central phenomenon througfinthg and describing the core
category. The reflective coding matrirvolves actions and interactioie construct the
matrix, and consequently, the story lindhe reflective coding matrix is rather like putting a
jigsaw puzzle together, trying a piece at a timeotigh multiple iterations until all of the
pieces form a narrative picture that fits with @militude as perceived by the researcher,
the participants, and the extant literature” (Scott and Howell, 2008, P. 8). The last stage in
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the process of analysis in the Grounded Theory is iniagranterpreting, and refining the
theory (Strauss and Corbin, 1998; McCaslin and Scott,)2003

Grounded Theory is adopted in this study to explore the maahgenflicts between the
users of forecasting which are identified in three daffier main departments (finance,
marketing/sales and supply chain departmentsyotapare the respondents’ values and
believes that reflect their judgements and contributicioriecasting management.

Respondents

Respondents were contacted through the emails and recoalldton participate in this
research. The respondents were the users and foreaastleesconstructors of the forecasts.
The researddr succeeded in interviewing 18 respondents in 8 internatidrainaceutical
companies in UK, Denmark, Netherlands, Portugal, and Switzkrla

The respondents were from different departments; mag{séites, finance and supply chain.
The respondents will be identified in the data analysferring to the department, for
example; respondent 4/M means interview number 4 with magkegrson and 18/S means
interview number 18 with supply chain person. The main abgdiere is to define the

conflicts’ level of the users and constructors of the forecasts.

Data analysis

After interviewing 18 respondents, it has been found thae tisea clear division and conflict
has been noted between the users and constructors dbréwasts in the international
pharmaceutical companies. The managerial forces vargdep®hd on the internal arguments
on the use of the forecasts. The produced core categoayled “Internal Contamination”.
The Internal contamination is the relevant to retadiop between the users and constructors
of forecasts within an organisation interdepartmental conflicts which are related to the
variations of departmental views of forecasting. Job description, employees’ behaviour,
appraisal system, personal and professional targets anchitoent are the source of the
internal contamination in the forecasting managementer@ifices in the views and values of
forecasts might lead to interdepartmental conflicts, whichot solved will injure the
organisational progress and achievements. The Centrabfbkeaonn for this Core Category
is: the variations of values between forecasting usens be destructive or constructive
conflicts.

Based on the respondents’ job title, this core category has three sub-categories which are;
marketing/sales views of forecasting, financial views ofdaséing and supply chain views
of forecasting. The internal contamination betweenusers of the forecasting might affect
the process of forecasting management, the levels mionent and adaptation of the
forecasts produced. As 4/M saidow forecasting error or high forecasting accuracy does
not mean that forecasts can be achieved, succeswaifasts depends on accuracy and
commitment from all departments”. The marketing and sales values are different from the
finance and supply chain values, as well as the priontieach department.

12



Internal Contamination: marketing and sales views of forecasting

Marketing and sales views of forecasting are basically facaosethe customers, appraisals,
targets, market size, competition, sales turnover, rhéded, price, patients, promotions and
value targets, market trends, profits, promotions, humbkemitlets, distribution. This vga
mentioned by 18/S who said thdtales and marketing people have the same values and
priorities when looking into forecasts, the lower the future targets the better for them”.

According to 4/Mthe sales teams are more interested in achieving eeéixg the forecasts
and targets, without considering the reasons behind theambgevements in sales, which
might be due to forecasting errors or any other uncertatorta he said“sometimes
salespeople are more directed toward the achievemiémout any consideration of other
factors [like errors] due to the pressure of sales”. This was supported by 14/M who
considered the achievement is seen as superb work,dh&isai funny when marketing and
sales over achieve targets, nobody asks why this happened... as we achieve the value we are
looking for”.

Respondents like 1/M, 7/M, 8/M and 15/M mentioned some fachatsraise conflicts. For
example 1/M mentionetwe do test the market... [n0O] not exactly, but get the feeling ... like
our products are used very much be surgeons so wh@port comes up in which they say
these are theends we should be following for the future” in this quotation the respondent is
talking about the customers’ and then he got the feeling from customers. 7/M focused on the
role of forecasts in relation to targets and appragstlem, he saideach company has its
own way in putting people in pressure to work, there are related to the appraisal system
and related to the country manageud patients.” in this quotations, the respondent talked
about the appraisal systems and the market dynamicadldd affect the view of marketing
and sales to forecasting management. Moreover, theritpajf marketing and sales
respondents mentioned that their targets are value bagglst which means that the sales
people performance is related to the value achievemest tadm the unit sales.

Based on the analysis of marketing and sales views @gdsting, the main priorities for this
departmentare customers’ satisfaction, targets, promotional campaigns, market trends,
market dynamics, competition, patients, distributors, salesover, costs and profits,
expenses and personal appraisal systems.

Internal Contamination: Financial views of forecasting

All financial managers confessed that there are big obstdeleing the forecasting
management and processes of setting targets. The fihdep@artment justified the reason
behind that with the shortage in knowledge about forecastiragjdition to the gap between
the reality of the market and the personal values effdhecasting constructors who are the
marketing department. This was mentioned by 2/F who Saidrketing people are not
experts in forecasting management, and they edtershoot or underestimate, overshooting
forecasts to get more complements from the upperamament, but in some cases marketing
people might underestimate the forecasts to make it easier to achieve targets”. This was
supported by 1/M who saitunder forecasting the future will allow less future efforts, and
marketing people will look good”; the consequent results are forecasting bias and more
conflicts as mentioned by 2/F.

The finance respondents looked at the forecasts froiffesedit angle than the marketing
people since the finance department views forecast as fsdlee turnover, cost of sales,

13



profits, expenses, share prices, shareholders sabsfatiudgets, purchasing, debit/credit
ratio, payroll, financial commitments like banks’ loans and product manufacturing.

From another point of view, 4/M justified the origin ainglicts between departments as a
consequence of the differences between the departmeatalagwl objectives, in addition to
shortage in the formal and informal data that is nee¢ddouild a bridge of trust between
departments in forecasting management. Moreover sompengsnt mentioned the effect of
the ownership on the firms’ strategy in the forecasting, as the ownership has an impact on the
organisational objectives and culture. Forecasting grmattional companies is different and
is difficult as mentioned by 3/F who said [the respondentjried to make an economic
formula and forecasting process through my careet8 years, but | failed because of the
type of industry we are working in”.

Internal Contamination: Supply chain views of forecasting

The consequences of forecasts are delivered to the suppiy department to comply with
the demand figures. Based on the views of 9/S who mentioned tha output of the
forecasting process from all departments is thetisata point for us, and any errors have the
worst implications on the gply chain department”.

The forecasting errors will have tremendous implicationghis department because the
supply chain department usually plans the raw materialsgands based on the forecasts
submitted and agreed on. 10/S mentioned that the purchase ofhadsvials depends
basically on the forecasts and goods needed as free nealcples and extra goodkl/S
said that’from our experience in the previous forecasts, we usually add 20% on the forecasts

as a margin for all goods, whether these products existing or new, needed to be
manufactured or produced, regardless of the type of product or the quantity in the forecasts”.
This situation leads to increased losses in storage atglafosales, in addition to increasing
the overall costs of manufacturing.

Based on the interviews, the supply chain views focus eneffects of forecasts on
packaging, price, raw materials, storage space and corgitadistribution, purchasing,
shipping, manufacturing and forecasting errors. On the dited, the supply chain might
increase or decrease the forecasts based on the prodiagigwity, and according to 12/S the
increase or decrease in the forecasts is usually bagbé aranufacturing capacity to make a
full batch of a certain product, which is a normal procedaor the supply department.

Discussion and Practical | mplications

As mentioned earlier, there are three main users otdste, marketing/sales department,
supply chain department and finance department (Meetzat 1999). These departments
hold different views of forecasts, and the points of coymece between the three
departments might lead to political and internal corslict

Based on the conceptual framework, this research idehtkfie forces that affect the users of
forecasts, and their influence on usepsrceptions and the understanding of departments
about the produced forecasts. This matches with the prelitessture supporting that
individual behaviour and management styles can have an ingpatche application of
forecasting (Fildes, 2006; Armstrong, 2001; Lawrence, 2000), andrehtf theoretical
grounding has emerged to explain the management role idetvelopment of forecasts like
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Davis and Mentzer (2007), Winklehofer and Diamantopoulos (2@08) Mentzeret al
(1999). However, Smith and Mentzer (2010) highlighted the ladlesdarch explaining the
impact of the actions and perceptions of users on theatiblisof forecasts, which has led to
conflicts in identifying the relationship between the fostite and operating performance.

At the same time, Filderst al. (2009) highlighted the importance of conducting future
research that investigates the impact of psychologicale$oon the forecasting process
Furthermore, Bunn and Wright (1991) said tHetperts are used to their real world context
and the judgemental process is made explicit thhaudprm ofdecomposition or audit trail”

(P: 512),and there is a need for re-evaluation of the basic p&gilal research on
judgemental biases, bootstrapping, and calibration in thigxbim order to improve the best
practice quality of the judgements in forecasting. Dedpi Goodwin and Wright (1993
and Webby and O’Connor (1996) argued that combining judgments with simple average
forecasts through mechanical averaging between both dsethould reduce the forecasting
errors, the lack of sufficient market and forecastingwdedge by the users will affect the
forecasting process and outcome (Harvey and Fischer, a@€@onsequently the accuracy
of the final forecasts.

The judgemental influence of different departments was dfotan affect the forecasting
process based on the job pressures and factors that vemgdguently affect the behaviour
and attitude of the users of forecasts. This reseaxvdfalexl that there are differences in the
priorities and list of issues that concern each usémtight interfere with the views of users
and affect their judgments about forecaBsr example, the finae department’s views are
related to shareholders satisfaction, debit/credit rafinancial commitments, purchasing
raw materials and manufacturing. The supply chd#partment’s views of forecasts,
however, are based on packaging, raw materials, storagditi@os and space, drug
registration, distribution, purchasing, shipping, manufacjuaind forecasting errors. Despite
of the variations in forecasting viewthere are the convergence points between the three
departments are sales, targets, profits, expenses angriCd which includes the cost,
insurance, and freight.

These forces would affect users and constructodgements on the produced forecasts.
Biasness of the produced forecasts commonly starts vathuman information processing
as explained earlieiSuch biasness would clarify and rationalise the human beNéfion
(Edwards, 1982). Judgements depend on the experience or previoingsrthat develop the
skills and ability to judge; this experience and training wibahdd to the self-confidence of
forecasters even when associated with minimal changesformpance (Harveyet al 1987;
Marteau et al 1989; Marteauet al 1990). People’s confidence in overestimation or
underestimation of certain facts is relative and subjectseveral factors as personal
experiences and beliefs (Koehler and Harvey, 1997).

The contradictions in judgments will have an impact andbmpliance with the produced
forecastsln practice, the departmental meetings, whether fornshirgfarmal meetings, play
an important role in forecasting management. These ctméimerged during the interviews
and were raised by many respondents. The finance deparivoést at forecasting as an
instrument for calculating the future profits, preparthg budgets and paying the future
payables, whereas, the supply chain department looks aagtirec as the starting point to
plan the supply and accommodate the goods. Neither thdyscppin nor the finance
departments were concerned about the apprafsaérformance measurements of forecasts
and their achievement because they had other measurevhgreidormance. However, the
marketing/sales people were more concerned about the farexsmgt is linked to their
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performance measurements, taking into consideratioh rif@keting/sales people were
shown in this research as the constructors to show domemt to achieve forecasts. Having
inconsistent departmental strategies and variations among the departments’ appraisal Systems
is expected to cause more interdepartmental conflicts anddudlism.

Another practical implication of this research is tifatecasting should be a team work

between the constructors and users to provide accurateagtseachieve managerial
commitments and uséracceptance.

Conclusion and Future Research

Based on the findings of this research, it has beedwded that the behaviour of the users of
forecasts toward the produced forecasts will lead to differentlicts between these users.
The researcher collected data in this research frenthtee departments of the users of
forecasts in order to investigate differences betweere tepartments, factors that affect
their behaviour and forces that affect their judgments.

In the current research, the researcher found thatdhsequences of constructing the
forecasts by marketing personnel would increase the b&srfeforecasts because the
achievement of these forecasts is pegged to performancs. cHse will lead to
interdepartmental conflicts in forecasting managementugdrs or constructors of forecasts
in large institutions are facing psychological factors tméght affect their views of the
produced forecasts and create departmental confli@am work in constructing the
forecasts can help in reducing the managerial conflicts datrease the percentage of
failure.

The complexity of this research arises because thecdsts change the behaviour and
attitudes of the users, thus, leading to an increase irardms of conflict between the
marketing/sales, finance and supply chain departments. Morem&licts in forecasting
techniques, unaided judgments and shortage of knowledge aboatdbasting techniques
will also contribute to widening the gaps and increasing thelictsnfoetween these
departments. Variations in depactital goals change people’s perceptions and attitudes
toward forecasts in each department and, consequentyt #fie forecasting management
and its accuracy. The results of this research foundtliese is a major communication
breakdown due to diffenees in cach department’s definition of forecasting. Moreover, lack

of collaboration and coordination between departmenésl leo gaps in forecasting
management and organisational achievements.

Based on the outcome ofighresearchthere is a need for future research to find an

assessment model for forecasting management in largeutiost#, through which
organisations can identify the produced forecast and miaiforecasting errors.
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