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Dubious statisticians
have your number

By John Steele Gordon

Say the New York Mets lose four games, win the next four,
then lose two more. Want to make them look bad? Just write,
“The Mets have lost six of their last 10 games.” But if you'd like
to make them look good, that's just as easy: “The Mets have
won four of their last six games.” Both statements are “true,”
but convey a very different impression thanks to a simple tech-
nique of statistical deception called “choose your baseline.”

If such were restricted to baseball reporters,
the Republic would probably totter on none the worse for it.
But when political reporters, politicians, lobbyists and think
tanks engage in such practices, it's a bit more serious.

Using statistics to one’s advantage

Yet it happens all of the time. In discussions of “Rea-
ganomics,” for instance, left-of-center people often use 1978 as
the starting point, whereas their right-of-center counterparts

i prefer 1982. The reason is sim-

' & ple: 1978 was a peak of the

business cycle, thus minimizing
the advances of the Reagan
years, and 1982 was a trough.

Artful baseline choosing is
by no means the only way to lie
with statistics, of course. There
are thousands of methods, with
new ones invented every day.
Consider just a few:

P Send in the factoids: A
factoid is a statement with a
sufficient provenance to get

A

By Ray Stubblebine, Reuters

) past a fact-checker but with no
Mets: How's Depeme"" actual basis in truth. In Revolu-
tion from Within, for instance,

Gloria Steinem reported that
“in this country alone.. . . about 150,000 females die of anorexia
each year.” Steinem’s source, however, another ferninist writer,
got it from still another, who got it from the American Anorexia
and Bulimia Foundation, which actually reported that there
were between 150,000 and 200,000 sufferers of anorexia annu-
ally, not fatalities. The actual death rate from anorexia in 1991,
according to the National Center for Health Statistics, was 54.

P The old bait-and-switch ploy: Words often mean one
thing in everyday conversation and quite another in statistics.
For instance, the statement, “wages have been falling in this
country at the rate of .7% a year since 1973” is true. That
amounts to a fall of about 15% in two decades, so it is not sur-
prising that the statistic has been used frequently as an argu-
ment for throwing one politician or another out of office. But
people tend to think of “wages” as meaning much the same as
“income.” Statistically, however, wages are just the cash in-
come workers receive for a regular job. The self-employed, a
swiftly growing segment of the workforce, receive no “wages,”
whether they are humble free-lance writers or Hollywood su-
perstars getting $20 million a picture. So while total wages have
been declining, the percentage of the workforce receiving
them has been declining, too.

Further, fringe benefits and other nonwage compensation,
such as day care and dental care, have been expanding. These
benefits have increased by a third as a percentage of wages
since 1973 and “total compensation” — wages plus fringe bene-
fits — has increased by 17%; meanwhile wages alone were fall-
ing by 15%. Likewise, nonwage income, such as interest, divi-
dends, rents and profits, also has been increasing. So while
“wages” have been declining, average total take-home income
has been steadily increasing. That’s why the average-size house
built in 1970 had 1,500 square feet and in 1997 had 2,150.

‘Lies, damn lies and statistics’

P The don’t-drop-the-other-shoe technique: Another “sta-
tistic” widely quoted in feminist literature comes from the Soci-
ety for the Advancement of Women's Health. It says that “only
14% (of National Institutes of Health clinical trials funding)
goes to research 52% of the population.” In other words, “wom-
en-predominant” diseases, such as breast cancer, get the short
end of the stick. Sounds terrible, diseriminatory, unfair! But
wait a minute. At least 76% of NIH clinical trial grants go to dis-
eases that affect both sexes, such as heart disease and lung can-
cer. Since 76 + 14 equals 90, whether Washington lobbying
groups like it or not, that means that “men-predominant” dis-
eases are getting no more than 10% of the research money
while women-predominant diseases get 14%.

It is just such techniques that caused Benjamin Disraeli, 130
years ago, to say that mendacity came in only three forms,
“lies, damn lies and statistics.” As President Clinton found out,
the first two categories can have adverse consequences. Jour-
nalists would be doing their readers, and the Republic, a big fa-

vor by seeing to it that the last category of lies began to have }

some, too. Right now, quite frankly, it almost never does.

John Steele Gordon, an economic historian, is a contrib- {

uting editor to American Heritage magazine.




Flawed economic

reports rattle
markets, rifle
pocketbooks

By Beth Beiton
USA TODAY

he numbers the US. govern-

ment rejeases every month

look so authoritative: The
economy grew 22% the third quar-
ter. Consumer prices rose 3.3 % the
first 10 months of 1996. The October
jobless rate dipped to 5.2%.

And the figures have enormous
impact on American lives. The Dow
Jones industrial average has plum-
meted 100 points or more just three
tumes this year — all pegged to US.
economic reports. In January,
monthly Social Security checks
mailed to 473 million retirees will
jump an average $21 on the belief
that inflaton is climbing at a 2.9%
annual rate. The interest rate you

paytobuyahouseoracarorsenda

child to college on a student loan all
depend indirectly on what Uncle
Sam's statnsticians say.

But many of the government's
numbers are flat wrong — often by a
wide margin, according to a two-
month USA TODAY investgation.

SPECIAL REPORT

Government economic reports make headlines, trigger million-dollar trades on
Wall Street and influence billion-dollar decisions in Washington. Yet the numbers
are often wrong. Tomorrow, a congressional commission will report that the
- Consumer Price Index overstates inflation by at least a percentage point.

measure of the economy’s
heaith. It is the key gauge
for ranking U.S.
performance against that of
other nations. But the
government is
undercounting economic
output, perhaps by as much
as §7.5 bikon a year.

The impact: Key to
business planning. Heips
firms cecice whether to build
factories and hire workers.

S OTTER MYTCE

The most widely used measure of inflation, the CP! is used
to adjust most other govermment staustcs to show changes
in purchasing power. It also is used to determine cost-of-
Iving adjustments. If the CP is too high, exaggerated cost-
of-living hikes could cost taxpayers and empioyers
hundreds of millions of dollars.

The impact: Affects annual cost-of-living adjustments for:

» 47 million Social Secunty recipients

».27 million tood-stamp recipients

» 4 million military and civil service retirees

P 26 million children who get aid for school lunches

» 2 million private workers covered by union wage
contracts

» 119 million fegeral Income taxpayer brackets
ana personal exemptions.

' Employment

A monthly snapshot of the
nation's labor supply, the
employment numbers are a
key influence on consumer

who have given up looking
for work.

The impact: Makes
financial markets gyrate.

Source” USA TODAY ressarch

Ty

» The government is wrong 25% of the time in 11
calculanons of whether the economy is growing or
shnnking, according to J. Steven Landefeld, who sy-
pervises the calculation of gross domestic product

. Inflanon is overstated by at least | o 1.25 per-
centage points, according to a Congressional report
[0 be released tomorrow.

» Productivity growth — a key factor in measur-

ing U.S. living standards — is being understateg by

three-quarters of a percentage poinL. consulting irm
DRI/McGraw-Hill esumates.

The problems are so severe that even Federal Re-
serve Chairman Alan Greenspan frequently ignores
what the government says. “Greenspan may be a
special case, but It's not uncommon” for most econo-
musts [0 guess because manv of the numbers the
government produces aren't 1o be trusted. says for-
mer Fed vice chairman Alan Blinger. a top contena-

er 10 run President Clinton's National Economic
Council the next four years.

Among the most serious flaws:

» Mistakes in GDP growth: The government has
two ways of calculanng growth. One is output total
spent by consumers and businesses on goods and
services produced. The other is income: total wages, -

Please see COVER STORY next page »
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Screwy numbers
affect everyone

Coutinued from 1B

What happens: 2
When the price of | jobs aren’t showing up in the busi-
beef soars, most | ness
consumers will tem- | ment
porarily substitute a | month to account for new business-
cheaper alternative. es that haven't yet begun to
What the statistics | payroll reports. It's part of the

measure: The CP! | sonal adjustment process, but it's
assumes consum- | guesswork at best Some analysts
ers continue buying | --believe seasonal adjustments mask

beef.
The resuit The CPI

|
|

shows a huge in- » Overestimating inflation. To-
crease in what con- morrow, a bipartisan commission

sumers pay for | will report that the consumer price
meat. In fact, they | i

|
5
5
i

may be paying less | flation gauge — overstates the cost
or about the same. of living by a percentage point or
more. (Story, 1A.) Correcting the
error i the

inflation number by 33%. That means the typical Social Securi-
ty recipient gets nearly $100 more a year than what federal
law mandates. And it's a $48 billion difference in what the
federal government must pay out each year — about twice
what it spent on food stamps last year.
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New product bias:
What happens: office blockbuster,
When a new product | less output per
isintroduced, it'snot | King Kong,
added to the CPl | the government
right away. The vi- | tivity.
deocassette record-

What the statistics | growth,” says Joseph Stiglitz, chair
measure: The VCR | of the president's Council of Eco-
nomic Advisers.

nomic data closely and then makes an educated guess as to
what the numbers are. Greenspan'’s analytical prowess is leg-
endary. And his record of keeping inflation in check without
hampering growth is widely acciaimed. But it's not perfect
Most analysts agree the Fed mistakenly kept interest rates
too high for too long at the end of the 1980-91 recession. Bor-
rowers — from home buyers to business owners — paid up to
2 percentage points more than they should have during the 18
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