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The second edition of Business Forecasting builds upon the success of the first edition.
While a number of significant changes have been made in the second edition, it remains
a book about forecasting methods for practitioners and for students who may one day
be practitioners. Our emphasis is on those forecasting methods that practitioners have
actually found useful. Business Forecasting is written for students and others who
want to know how it’s really done.

The second edition of the text includes the following new features that we are
confident will enhance the process of learning how to forecast:

« Nine sidebars, which have been contributed by forecasting practitioners. These
provide a very practical perspective from the “real world” to help students
appreciate the relevance of the concepts presented in the text.

» Enhanced emphasis on visual inspection of data. Evaluation of data for trend,
seasonal, and cyclical components is introduced in Chapter 2 and is related to
the process of model selection.

« A database containing 101 variables from the widely used CITIBASE database.
The variables included are listed in the Appendix to Chapter 2 and can be
accessed directly using the SORITEC Sampler software packaged with the text.

+ A new chapter that describes the emerging technique known as bootstrapping.

« Expanded discussion of measures of forecast accuracy in Chapter 1.

+ A text appendix that contains a “User’s Guide to BEA Information.” The
Bureau of Economic Analysis (BEA) publishes a wide variety of data that are
useful to business forecasters. This appendix will help readers learn to access
these data.

Today, most business planning routincly begins with a sales forecast. Whether
you are an accountant, a marketer, or a financial analyst, you will have to forecast
something sooner or later. This book is designed to lead you through the most helpful
techniques to use in any forecasting effort. The examples we offer are, for the most
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part, actual historical data much like the data you may encounter in your own forecasts.
The techniques themselves are explained as procedures that you may replicate with
your own data.

Because most forecasting methods are now computer-assisted, we have chosen
to “key” the text to SORITEC, a powerful statistics software package capable of per-
forming the techniques described. SORITEC is used by many firms and government
agencies to prepare forecasts for clients and for internal use. Among financial insti-
tutions using SORITEC are the World Bank, Chase Manhattan Bank, and Citibank.
In government, the Central Intelligence Agency, the Federal Aviation Administration,
the National Bureau of Economic Research, and the Joint Economic Committee all
use SORITEC. Private firms using SORITEC include E. I. du Pont, General Motors,
Hallmark Cards, and Intelsat. A more representative list of users of the SORITEC
software can be found following this preface.

Those who use Business Forecasting receive a free copy of the SORITEC Sampler
packaged with the text. This package is a special version of SORITEC’s commercial
package, modified for use with this text. It includes the data sets that appear in the
book, as well as representative command files used to produce the examples in the
text. This special version of SORITEC is a powerful package that can actually be
used for real-world forecasting; the Sampler does not, however, include the powerful
scripting and report-generation facilities of the full SORITEC package.

The authors would like to thank the students at the University of Notre Dame and
Central Michigan University for their help in working with materials included in this
book. Their comments were invaluable in preparing clear expositions and meaningful
examples for this second edition. The final product owes a great debt to the inspiration
and comments of our colleagues, Professor Edward Trubac of the University of Notre
Dame and Professor Thomas Bundt of the University of Portland.

The authors are also especially grateful to the following reviewers and adopters
of the first edition who have criticized, challenged, encouraged, and complimented
our efforts. We hope they will all be pleased with the final results. We appreciate the
thoughtful input.

Paul Altieri, Central Connecticut State University
Margaret M. Capen, East Carolina University

Ali Dogramaci, Rutgers, the State University of New Jersey
Robert Fetter, Yale University

Benito Flores, Texas A & M University

Kenneth Gaver, Montana State University

Rakesh Gupta, Adelphi University

Joseph Kelley, California State University, Sacramento
Thomas Kelly, BMW of Canada

Krishna Kool, University of Rio Grande

John Mathews, University of Wisconsin, Madison
Elam McElroy, Marquette University
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Thomas Needham, US Bancorp
Gerald Platt, San Francisco State University
Melissa Ramenofsky, University of Southern Alabama
Helmut Schneider, Louisiana State University
Stanley Schultz, Cleveland State University
Nancy Serafino, United Telephone
John Sneed and Robert Sneed, The SORITES Group
Donald N. Stengel, California State University, Fresno
Kwei Tang, Louisiana State University
Dick Withycomb, University of Montana

J. Holton Wilson
Barry Keating
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SORITEC: Econometric Language

Representative Client List

Financial Institutions

Aetna Life

Bank of Montreal

Central National Bank of Cleveland
Chase Manhattan Bank

CIT Financial

Citibank, N.A.

First Pennsylvania Bank

Fleet National Bank

Government Agencies

Australia Department of Labor
Canadian Transport Commission
Central Bank of Barbados

Central Bureau of Statistics (Neth.)
Central Intelligence Agency

Colorado Legislative Council
Congressional Budget Office
Directorate of Food Crops (Indonesia)
DC Public Service Commission
Executive Office of the President
Federal Aviation Administration
Federal Emergency Management Agency
Federal Home Loan Bank Board
Federal Land Bank of St. Paul
Federal Reserve Bank of Atlanta
Federal Reserve Bank of San Francisco
Federal Reserve Board of Governors
Haiti Ministry of Finance
Inter-American Development Bank
International Monetary Fund

Joint Economic Committee

Kansas Corporation Commission
Monetary Authority of Singapore

Guyerzeller Zurmont Bank (Switz.)
Morgan Guaranty Trust

National Provident Institution (U.K.)
North Carolina National Bank
Royal Bank of Canada

Toronto Dominion Bank

Union Mutual Life

United Banks of Colorado

National Atmospheric and Oceanographic
Administration

North Carolina Emplovment and Security
Commission

Norwegian Telecommunications Authority

Ontario Ministry of Energy

Puget Sound Council of Governments

Reserve Bank of Malawi

Saudi Arabian Embassy, London

Secretario Regional do Comercio e Industria
(Azores)

State of Alaska

State of Florida

State of Hllinois

State of Massachusetts

State of Minnesota

State of Montana

State of New York

State of North Carolina

State of Oregon

Supply Information Systems Group {Canada)

Transport Canada

U.K. Business Statistics Office
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U.K. Civil Aviation Authority

UK. Civil Service College

U.K. Department of Environment

UK. Department of Health and Social Security
U.K. Department of Trade and Industry

U.K. Ministry of Agriculture, Fisheries, and Food
U.K. Ministry of Defense

U K. Treasury/Central Statistics Ofc.

United National ESCAP (Thailand)

U.S. Bureau of the Census

U.S. Department of Agriculture

Public Utilities

Bay State Gas

Bell Atlantic

Bell South Corporation

Bell Telephone Co. of Pennsylvania

Central Research Institute of the Electric Power
Industry (Japan)

Central Maine Power

Cincinnati Gas and Electric

Comision Ejecutiva Hidroelectrica del Rio Lempa
(E!l Salvador)

Detroit Edison

Industrial and Commodities

A.T. Cross and Co., Inc.

Atchison, Topeka, and Santa Fe Railroad
Babcock and Wilcox

Broken Hill (Pty.) Iron and Steel (Australia)
Cable and Wireless (UK .)

Cehave NV Veghel

Celanese Corporation

Centerwood Securities (Neth.)
Certainteed Corporation

Clayton Brokerage of St. Louis
Columbia Broadcasting System
Con-Agra, Inc.

Cooper Industries

E.I duPont

xi

U.S. Department of Commerce
U.S. Department of Interior

U.S. Department of State

U.S. Department of Transportation
U.S. Environmental Protection Agency
U.S. General Accounting Office
U.S. Internal Revenue Service

U.S. Postal Service

U.S. Senate Computing Center
U.S. Veterans Administration
World Bank

Gulf States Ultilities

Houston Light and Power
Middle South Services

New York Telephone

Northern States Power
Orange and Rockland Ultilities
Pacific Bell

Southern Union Gas
Southwestern Bell

Toronto Hydro

General Motors

Hallmark Cards

Hill, Samuel (UK.)

IC Industries

Intelsar

IZI (Italy)

Maritz, Inc.

McCann-Erickson

Mead Data Central

Merrill Lynch Futures Corporation
National Farmers’ Union (UK.)
National Gypsum

Nova an Alberta Corp. (Canada)
O’ Connor & Associates
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PaineWebber

Reynolds Metals

Sentinel Communications Company
Simon and Coates (UK.)

Transway International

Associations and Consulting Firms

Abba Consultants (UK.)

American Paper Institute

Battelle Northwest Labs

BDM Corporation

Centro de Estudios Monetarios Latinamericanos
(Mexico)

Chemonics International

Commodities Research Unit

Coopers & Lybrand

Engineering and Economic Research

Fiscal Associates

Food Studies Group (UK.)

Gas Research Institute

Goldman, Sachs

Academic Institutions

Aston University (UK.}

Babson College

Boston University

Brandeis University

California State University
Cambridge University (UK.)
Catholic University

Central Michigan University
Columbia University

Erasmus University (Neth.)
Florida International University
Florida State University
Fordham University

Free University of Amsterdam (Neth.)
George Mason University
George Washington University
Goldsmith’s College (U K.)

United Parcel Service

Vitro Envases (Mexico)
Warren Springs Labs (UK.)
Yellow Freight

Zapata

M.G. Lewis and Company

McKinsey and Company

Midwest Research Institute

National Association of Furniture Manufacturers
National Bureau of Economic Research
Netherlands Economic Institute

Price Waterhouse

The Rand Corporation

TASC

Thailand Development Research Institute
TRW

R.S. Weinberg and Associates

The Wyatt Company

Howard University

Imperial College (UK.)

Towa State University

James Madison University

Kansas State University

Kyoto University (Japan)

Laval University (Canada)

London Business College (U K.)
London School of Economics (UK.)
Nagasaki University (Japan)

New School for Social Research
North Carolina A&T State University
Oberlin College

Plymouth Polytechnic (UK.)
Polytechnic of North London (U.K.)
Preston Polytechnic (UK.)

Queen Mary College (UK.)
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Rutgers University
State University of New York

Technische Universitat Berlin (Germany)

Temple University

Thamnes Polytechnic (U K.)
Tulane University

Union College

Universite Libre de Bruxelles (Belgium)

University of Arkansas
University of Baltimore
University of Bristol (UK.)
University of California
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