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PREFATORY NOTE 

HUMAN conduct is based largely upon forecast, and fore
casts are based largely upon statistics. At first sight, 
this sweeping statement may seem far from the truth, so 
much of human conduct appears to have no rational 
basis whatever. Yet a little thought will show, first, that 
nearly everything men do in the present is done with the 
expectation that cer1;ain events will take place in the 
future; and, second, that the expectation itself grows out 
of events which are known or supposed to have taken 
place in the past. And that is precisely what we mean by 
rational conduct. It matters not what the question at 
issue may be. It may concern buying a radio set, choos
ing a career, insuring against accident, taking a train or 
planting a tree. In every case, the decision is made on the 
bas~ of expectations which, because of a number of past 
occurrences, appear to be reasonable. Even those events 
that sometimes seem to be prompted purely by emotion, 
such as getting married, are not exceptions to the rule. 
Among sane people, what we call irrational conduct does 
not differ from highly rational conduct in having no sta
tistical basis. The difference lies in the adequacy of the 
statistics for the purpose at hand and in the way in which 
they ar.e used. Men make many mistakes, to be sure. 
These mistakes, however, are seldom due to reckless dis
regard of the future. They are due mainly to one or both 
of two causes: first, the unreliability of the data; second, 
faulty reasoning: In short, forecasts based on statistics 
determine nearly everything that men do to-day because, 
throughout the centuries, only those men whose conduct 
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has been thus actuated have survived and reproduced 
their kind. 

What is true of human conduct in general is true of 
conduct in business. When a man enters business, he 
enters a forecasting profession. He may forecast badly or 
well, but forecast he must. He may scorn business fore
casters, but he cannot help being one. He may shun sta
tistics, but he cannot help using them. Since business is 
essentially risk-taking with the expectation of profits, 
every enterpriser must run risks; and, as a risk-taker, he 
is necessarily a business forecaster. That is to say, his 
decision to take a risk is based on predictions concerning 
the degree of the risk and the reward for taking it. He 
must decide when to make loans, when to buy cotton, 
when to build a factory, what styles of shoes to manu
facture, when to increase his output. In every case his 
decision to take one risk rather than another is influenced 
by his expectation concerning the future - the trend of 
interest rates, the price of cotton next week, building costs 
next April, the demand for tanned shoes next spring, the 
output of competitors next year. Indeed, any enterpriser 
could fill an entire volume with the decisions he is forced 
to make in the ordinary course of business, and every one 
of them would involve forecasting on a statistical basis. 

Business men, therefore, may find this book of some 
value. Its central theme is the statistical basis for 
analyzing current economic conditions for the purpose of 
making forecasts of business activities. In the various 
chapters, specialists deal with such problems as those 
involved in predicting cotton crops, metal prices, corn
hog ratios, demand for lumber, freight-car loadings, 
foreign trade and automobile production. "These problems 
and all the others discussed in this book are not academic: 
they are part and parcel of industry and trade. Business 
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men must deal with them; and, in dealing with them, they 
must make judgments concerning the future on some sta
tistical basis or other. The only question is how to make 
the basis and the judgment as sound as possible. The 
contributors to this volume, however, do not under
take to tell precisely how to forecast: they discuss the 
problem of business forecasting. They offer their several 
chapters as parts of the work that must go steadily for
ward if statistics and methods of interpreting statistics 
are to become progressively more reliable. As this work 
goes on, year after year, they urge business men to use 
the findings of professional forecasters, but to use them 
with skepticism and caution, and always in the light of 
their own jUdgment and experience. 

NEWTON, MASSACHUSETTS 
July 1,1924 

WILLIAM TRUFANT FOSTER 
Editor of the Pollak Publications 
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