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4 Introduction

If a man gives no thought about what is distant, he will find sorrow near
at hand.

Confucius

I could begin by telling you that times are becoming more turbulent
and, as a result, our forecasts are becoming poorer. Hence, we need to
put more emphasis on forecasting. But that would be wrong. From the
evidence that I have been able to find (e.g., DAUB and PETERSON
119811*), times have not become more turbulent and our forecasts have
not become less accurate. So here is the new beginning: Think about
the wonderful advances in management and social sciences. . . . How
long did that take you? James LEE spent much time thinking about
this issue in his book, The Gold and the Garbage in Management The-
ories and Prescriptions. He reached some dismal conclusions: Most of
the important techniques have been known for many decades or even
centuries, while many of the recent "advances" have proven to be of
little value.

However, the situation in forecasting is different. Almost all sig-
nificant research in the field has been done since 1960, and the results
of this research have been remarkable. That is what this book is about.
We can now make better forecasts and we also know more about how
to convince people to act on these forecasts.

Chapter 1 is short. It relates forecasting to planning and decision
making, and it also outlines what the rest of the book is about.

THE SCOPE OF THIS BOOK

To study long-range forecasting, we need to know where we are starting
from and to be able to forecast for the short and intermediate terms.
I could have called the book Measurement and Forecasting Up to and
Including Long-Range Forecasting, but that is not a catchy title, to
say the least. In any event, the book considers forecasting methods in
general, but it has a bias toward long-range forecasting because re-
search in this area has been especially useful.

Long-Range Forecasting ( LRF) describes methods that can be used

*The references in capitals are in the UPDATED BIBLIOGRAPHY. The lower case
references are from the original edition and they are located in the References. (The
year of publication is indicated in the parentheses).
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to forecast anything in the social, behavioral, or management sciences.
Although the language differs greatly among fields, the techniques are
similar. Forecasting sales of photographic goods draws upon many of
the same techniques as forecasting the health of certain Very Impor-
tant People around the world or forecasting gasoline sales at various
sites.

How long is long range? That depends upon the situation; for ex-
ample, a time period that is short range for the lumber industry is
long range for the personal computer industry. I have struggled with
various definitionsfor example, "long range" is the length of time
required for all parts of the system to react to given stimuli (in eco-
nomics, this would be stated as the length of time it takes for supply
to adjust to changes in demand); it is anything over 2 years in the
future; it is the length of time over which large changes in the envi-
ronment may be expected to occur. The last one is my favorite and I
will use the terms "large changes in the environment" and "long range"
interchangeably.

The definition of long range is not as clear as I would like it to be.
You probably have your own idea of what long range means, but if
you don't, the Wizard of Id certainly does, as shown in Exhibit 1-1.

The terms forecasting and prediction are used interchangeably in
this book. Some writers make a big fuss over the differences between
these terms. Neither Webster nor I see a difference that makes much
difference. "Forecasting" seems to have a narrower meaning, connoting
a statement about a future event, whereas "prediction" can refer to
any unknown situation, past or future. But this is not an important
point.

Exhibit 1-1 THE MEANING OF LONG-RANGE FORECASTING

Source. "The Wizard Of Id," by permission of Johnny Hart and Field Enter
prises, Inc.

THE WIZARD OF ID by Brant p
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Forecasting vs. Planning

Forecasting is often confused with planning. When the leader of an
organization says that he would like a forecast, he often means that
he wants a plan. He wants to make something happen, and he uses
this plan to provide a target for people in his organization. This book
is about forecasting, not planning.

Although LRF is not about planning, it is useful to consider.how
forecasting relates to planning. Forecasting is concerned with deter-
mining what the future will look like, rather than what it should look
like. The latter is the job of planning. The forecast is an input to the
planning model. A forecasting model can be used in an attempt to find
out what the world will look like if you leave it alone . . . or if you
make different assumptions about the future . . . or if you make changes.

The key steps in the planning process, illustrated in Exhibit 1-2,
are to gain commitment to the process, to specify objectives, to generate
strategies, to evaluate strategies, and to monitor results.

The argument is sometimes raised that planning is of prime im-
portance while forecasting is of minor importance. As long as a rea-
sonable forecast can be made, the argument goes, there is little gain
from improved accuracy. The major benefits come from the develop-
ment of a better and a more consistent plan and from a comparison of
alternative plans under a given set of assumptions about the future.
In my opinion, this argument has little merit. Even if forecasting were
less important than planning, it would not follow that forecasting is
unimportant in an absolute sense. It may be worthwhile to spend money
on both planning and forecasting.

Don't get me wrong. I am also an advocate of formal planning. So,
apparently, are many others, as this has been a rapidly growing ac-
tivity in organizations. Also, I have reviewed the empirical evidence

Exhibit 1-2 STEPS IN THE PLANNING PROCESS

Seek commitment

Specify Generate Evaluate Monitor
objectives strategies strategies results
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