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PREFACE

Business cycles, periods of high economic activity followed by those of
unsatisfactory performance, have been of increasing concern to the general
public and, especially, to those involved in making economic decisions in
industry, business, and government,

Economic instability reduces not only the degree of certainty about
the future but also personal and managerial freedom, Managers and public
officials are constantly urged to make “economic” decisions which should
prove to be correct in the long term,  In order to do so, decision mak-
ers need to possess a basic understanding of the factors which cause eco-
nomic fluctuations and, most of all, how to anticipate and to azalyze chan-
ges in economic activity, Although they might not be able to make pre-
cise forecasts about the future,they can nevertheless observe and describe
general economic patterns,

Many undergraduates and those obtaining MBA degrees will enter the
business world or hold positions at various levels of government, in which
they will benefit from an introduction to forecasting comcepts and tech-
niques and to explanations of businmess cycles,

This book addresses itself to the fundamental needs of businessmen and
professionals, It is especially oriented to undergraduate and MBA students
who possess a minimum of ecomomic, mathematical, and statistical skills It is
assumed that readers have been exposed to introductory economics and statis-
tics; however, this is not an absolute must, The purpose,as stated above, is to
provide the interested individual with a basic working knowledge of the to-
pics and techaniques involved, Those who desire to become professional fore-
casters will be encouraged to enlarge upon the material presented here by stu-
dying more advanced mathematical,statistical, and ecomometric techniques,

To gain a fundamental grasp of forecasting economic fluctuations, one
has to get involved by doing it,Just as much as one canmot learn mathe-
matics and statistics by reading about them,one cannot get familiar "With
forecasting techniques and business fluctuations without working an actual
forecasting project from beginning to end, This is not an easy task within
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the time span of one academic quarter or even of a semester,

The approach which this book takes is,therefore, non-traditional, The
primary task is to get the reader immediately involved, Chapter I,“Why
Forecasting”, presents a general introduction to the importance of forecas-
ting economic activity and business cycles, Chapters II and III, “Sciesntific
Forecasting”and“Statistical Coansiderations”, get the novice involved in set-
ting up his own project, How to process and to analyze one’s own simple
forecasting model is taken up in Chapter IV,4A Case Study”,

The evaluation of changes in the treads of economic indicators, i, e.,
how to forecast with the help of economic indicator series,is the topic of
Chapter V, Brief reference is also made to technological forecasting and
input-output analysis in this chapter,

Chapter VI,“Demand Forecasting”, addresses the anature and applica-
tion of forecasting conmcepts and techmiques to forecasting sales in general
and to the automobile, steel, and comstructiom industries in particular, A
similar analysis is presented in Chapter VII, Macrocconomic Forecast-
ing”, with regard to projecting the gross national product,investment spead-
ing,and interest rates,

Three specific business cycles, especially the causes for their contrac-
tionary phases,are analyzed in Chapter VIII, “Economic Cycles” Chapter
IX,last but not least,addresses the topic of business cycle theories, with
special emphasis on the cobweb cycle and outside force, underconstmption,
psychological, investment, and monetary theories, -

Some professors and students may feel that the sequential treatment
-of the topics presented in this book places the cart before the horse, The
objective, as was mentioned above is to get the interested individual
actively engaged to project or forecast the future value of an ecomomic
variable such as sales, profits, speading for plant and equipment, or the
gross national product, to mention some, However, Chapters VIII and IX
can without difficulty be taken up after Chapter I, if that should be
more desirable,

This book is the result of offering courses on ecomomic forecasting and
business cycles to undergraduate and MBA students and their suggestions
to author a more relevant and meaningful text which addresses their speci-
fic needs, The writer is especially indebted to participants in the graduate
seminar,offered during Fall Quarter of 1984, John Bowling, Karen Cervant,
Clair Currey, Norman Currey, Stephen Duvall, Brad Johason, Carroll Kirby,
Fabieane Rousselet,and Mark Sauls,and to Professor John Cullity of Rut-
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