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had also audited Polly Peck and the Levitt
Group; both had recentlygone under.
Talk of corporate governance tends tobe
seasonal. Some firms are now going bust,
while others are launching rights issues;
both groups spur thoughts of r'eform. Yet
something more than seasonal is happen-
ing. Institutional investors no longer be-
lieve stockbrokers. In jJuly the annual survey
published by Extel Financial, which sells
business information, reported that three in
five fund managers read less than a quarter
of the research that brokers send them. In
1990 only two in five were that dismissive.
Their criticisms are legion. A broker in
an integrated house may hype the shares of
companies advised by his corporate-fi-
nance department; he may encourage
trades that will balance his market-makers’
books. To generate turnover, brokers em-
phasise short-term issues, while many fund

Brokers concentrate on well-known big
firms, rather than analysing small ones:
This compels investors to pay more di-
rect attention to the companies they own.
Extel’s survey found that 48% of London’s
fund managers had expanded -their in-
house research; just 3% had decreased it.
Mercury says its research capacity has dou-
bled in the past three years. Norwich Union,
an insurer which manages £18 billion, has
12 full-time researchers to support its fund
managers; five years ago ithad none." "
More importantly, direct meetings be-
tween owners and managers are also grow-
ing more common. Norwich's senior man-
agers summon two lots of company bosses
to its head office every week. The visitors
start answering questions at mid-morning
and continue right through lunch: plenty of
time for investors to express concern over
executive share-options while enjoying a
meal in their own executive dining rooms.

managers prefer to buy a stock and hold it.

Official numbers

The Good Statistics Guide

Statistics can wipe billions of dollars off share prices, even though the figures
may be ropey. Which country has the best number-crunchers?

HE meresthintthat America’s tradedef-
icit may be revealed as higher than ex-
pected can cause the market value of quoted
companies to plummet. British bond prices

soar or sink with the latest inflation figure.

Financial markets everywhere twitch at
cach new revelation in an ever-widening
range of official statistics on economic per-
formance. Yet the figures themselves seem
increasingly foggy, with balances of pay-
ments that do not balance and national ac-
counts that do not add up. Investment feels
ever more hazardous. Are all countries’ sta-
tistics equally dodgy? The Economist's
“Good Statistics Guide” suggests not.

First, we asked a panel of statisticians
from various countries to rank govemment
statistical agencies in ten large OECD coun-
tries according to the perceived reliability of
their published figures. All agreed that Can-
ada has the best statistics in the world, fol-
lowed closely by Australia, Sweden and
Holland. ltaly is widely thought to have the
worst. International statisticians have still
not forgiven it for adding an extra 18% to its
Gpeovernight in 1987, which just happened
to push the size of its economy ahead of Brit-
ain’s. British statistics, which used to be the
best in the world, are judged more reliable
than the ltalian ones—but only just. Amer-
ica, Japan and Germany are all in the bot-
tom half of the league (see table).

To complement our panel’s judgment,
we looked at how much each country had
been forced to revise its quarterly GDP or
GNP figures for 1967-89. The results are
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shown in the second column of the table.

- We measured the average difference be-

tween the growth rate first publishéd and
the final revised figure. Canada is again‘top
of the league, with the smallest revisions.
America and France also changed their fig-
ures relatively little. Japan and Germany,
however, revised their original figures by as
much as three percentage points: if they ini-
tially estimated quarterly Gop growth atan
annualised 1.0%, they could later revise it to
a robust 4.0% or a decline of 2.0%.

By themselves, revisions are a poor
gaugeof statistical accuracy. If a country did
not bother to revise its figures, or if it de-

R A . vesvi le @
Number-crunchers ranked -
U7 Slatisticians’ Revisions®  Timielinesst,
. 1anking . percentage © 't.cbi-
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layed publication for a year until all the de-
tailed information was in, it would have no
revisions but its statistics would be poor.
Forexample, the first estimate of Ameri-
ca’s GNP growth for the frst quarter of this
yearwas released in late April; Canada’s did
notappear until the third week of June, and
Italy’s and Holland's were released in late
July. The third column of the table ranks
countries according to the average speed
with which they publish figures on GDp, in-

- dustrial production, inflation and the trade
" balance. Canada is the most tardy—which

may explain why it has the smallest revi-
sions. Germany, Britain and Italy crunch
numbers most quickly. T

. 'What makes a good government statis-
tics agency? Our panel of statisticians had
threecriteriain mind: the coverage and reli-
ability of the statistics; the methodology
used; and, most important of all, the integ-
rity and objectivity of the statistical agency.,

Canada, Australia, Sweden and Hol-
land are top of our league not simply be-
cause smaller economies find it easier to,
collect statistics. They all have the consider-
able advantage of centralised systems, in’
which numbers are collected by a single
agency whose independence is guaranteed
{except in Sweden) by law.

In contrast, America, Britain, France,
Germany and Japan all have decentralised
systems, with statisticians bedded out in
different government departments and re-
porting directly to ministers. This allows
politicians to be more involved in compil-
ing statistics than may be healthy. Britain's
suspect retail-price index and its ‘evers
changing definition of unemployment rhay
be no worse than those in other countries;
but because Britain's Government Statisti-
cal Service is one of the least independent,
the figures often taste of fudge. o

Apart from helping to shield statisti-
cians from political pressures, centralised
systems have another advantage. Virtually
all countries' statistical offices suffered big

_budget cuts in the 1980s, but centralised -

ones were better able to maintain the qual-
ityof'their work by reallocating funds rather
than cutting across the board. They have
also been able to shift resources relatively

. speedily in line with the shift in emphasis,
. in most economies, from manufacturing to

services. Decentralised statistical services,
by contrast, find it hard to get extra money.

-for new surveys of rising industries. like!

computing or financlal services. * _ ..
The message to all number-crunchers

- who are jealous of Canada’s top ranking is’

to get cracking with big revisions—this time
in theic organisations rather than their

. numbers. Until then, the most successful in<
- vestors will continue tobe those whoact ot

on the best analysis of what is really going
on in economies, buton the besthunchasto’
what the flawed figures will show. * - !
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ECONOMICS BRIEF

The.good statistics guide

Which country boasts the best (or the least bad) statistics?

OVERNMENT statisticians
are rewriting history. New
figures show that America’s GDP
grew by 3.9% in the year-to-the..,
fourth quarter of 1992—up from
an initial estimate of 2.9%. In the
same week, Germany reported
that its industrial production
rase by 05% in July, but the eco-
nomics, ministry said that it ex-
pected to revise this figure down- '
ward by onc percentage point—
ie, to a fall of 0.5%.
The thickening statistical fog
uggests that it is time to update
Economist’s “good statistics
uide”, a league table of which
ountries have the most trustwor-
thy statistics. It was first com-
piled in'1991: We asked 20 inter- -

dustrial economies. Our panel
included the chief government
statisticians in the 13 countries,
international institutions such as,,
the. IMF, and a few individual ..
users of international statistics.
Two-thirds of them replied.

They were asked to judge
countries’ statistics according to
the, objectivity of the agency (ie, ,
whether it'is fre¢ from political ™
interference), the reliability of
figures, statistical methodology,
and the relevance of published
figures, such as coverage of ser--
vice industries) "'t e TR
‘Cariada came top, followed
by Australia—the same result as
in 1991. Sweden, however, has
slipped from third to Afth place,
behind Holland and France.
Britain saw the biggest gain -of
any country, from a dismal ninth
place in 1991 to sixth.

To complement our panel’s
judgment, the second column of
the table looks at the average size,
of revisions to G D P growth. Can-
ada tops this league, too, with an
average quarterly revision of 0.2
pereentage points. At the other
extrerue, Germany, Holland and
Japan'aw average revisions'of at
least 0.8 of a percentage point.
Germany's biggest howler was in
the second quarter of 1990. Ini-
tial figures suggested that its
(GNP had fallen by 0.9%; revised
ﬁsur:s showed a'ris¢ of 1.0%. Part’
b the-problem in Germany and
gn.l ECONDMIST SEPTEMIINIITH 1993,

national statistiéians to rank the '~
official statistics agenciesin 13 in-" -

Japan is seasonal adjustment. Re-
visions to year-on-year changes

- are smaller. But it is quarterly fig-
ures that grab the headlines. .. - . -

Small revisions do not neces-
sarily mean better figures. Some
countries do not bother to keep
on revising data. Moreover, there

_is a trade-off between timeliness. .
. and accuracy. The third column.

of the table ranks countries ac:
cording to the speed with which
they publish figures for Gop, in-
flation, industral output and

trade. America is fastest; fastidi-
" ously accurate Canada is one of

the slowest, alongside Japan,

Australia, Spain and Belgium.
Which country’s statistics of-

fer the best value for money? As

the fourth columnshows; Ger- -
many, Australia, France and.

Holland all have twice as many
official numbercrunchers per
10,000 people as Britain, and

three times as. many as America. ,

A big country like America can
get by on propdrtionately fewer

statisticians. Britain, on the other -

hand, looks understaffed.

,.The, fifth column  shows
_rough estimates of total govern-

ment spending on statistics per
head of population. Australia,
Germany, Canada and America
are the big spenders, at $8-9 per
head. Britain, Belgium and

“Spain ‘spend only half that. In**

Belgium and "Spain, it shows:

they were bottom in our poll.

A few years ago, public confi-
dence in Britain’s statistics sank
to an all-time low. The balance of
payments did not balance and
the national accounts did not
add up. But now the Central Sta-

tistics Office’ (cso),  Britain's’

main collector of economic sta-
tistics, is making a strong come-
back under Bill McLennan (im-
ported from the Australian
Bureau of Statistics) who took
over as its new boss last year.

" Thanks to extra money for
new surveys of the service sector,
company finances and the bal-
ance of payments, Britain's fig-
ures look better. The massive

_“balancing item” in the balance

of payments has shrunk sharply.
The €50 is now run more like a
business, with annual targets for
the acceptable quality of eco-
nomic statistics, such as the size
of revisions. [n 1992 the c50 met
all 20 of these targets; in 1988-89
it would have met only eight.
Indeed, one curiosity of the
table is that, overall, Britain and

‘America appear to offer the best

combinations of accuracy and
timeliness. Nonetheless, our poll
rated them only sixth. One rea-
son may be the lingering suspi-

. cion that statistics in America
and Britain are subject to politi-

cal meddling.
Britain's cso employs only
one-quarter of total government

statistical staff. The rest are scat-
tered among more than 30 gov-.
.emment, departments, such as

the Department of Employment,
where they report directly to
ministers. This allows politicians

10 take an unhealthy interest in -
statistics, which is why the many -

changes to Britain’s definition of

Government number-crunchers crunched

. The Econcmist Revisicns® Statlsticlans®  Gove
s % pollef . percentage - .- per10,000. statistcs
Soesn ot statstidans a2 points -3

t
etd

mmen
m&ﬂnes.d,'! populatlon®;.? per head, 5'7 -2,

Canada* *- 1. -7 U6 YL BT g
Australia 2 .
‘Holland .- 3 .-
‘france’s . .4 |

Sweden’ “--o15

Britaln*" -» < Gm T

Germany - - 6= -

United States 6= .. 3. -

unemployment in the 1980s Jeft a
suspicion of fiddling. .
America’ is also highly
decentralised, with statistical
units in some 70 agencies. 1t is
hard to co-ordinate eforts, so re-
sources are wasted. Also, the extra
money the govemment prom-
ised in 1991 to official number-
crunchers for additional surveys,
particularly on services, has been
reduced by Congress. On the
other hand, America has the
world’s best figures on foreign di-
rect investment and the opera-
tions of foreign affiliates.
Canada, by contrast, along
with Australia and Holland, has
a centralised system, with a sin-
gle statistics agency, independent
of politicians. An advantage of
centralised is that they can shift
resources quickly into new areas
{cg, from manufacturing to ser-
vices), without begging the gov-
ernment for more money. How-
ever, the table hardly suggests
that Canadian or Australian stat-
isticians have been shon-
changed compared with other
countries. Similarly, Holland is
the most up-to-date in the use of

. computers, particularly for col-

lecting information direct from
firms. It has also made the big-
gest advances. in environmental
accounting. .. ...t .

France does not have a
centralised statistics operation,
but its service is much more inte-
grated than Britain's or Ameri-
ca’s, because it has its own in-
house school, where statisticians
undergo two or three years' train-
ing. France is particularly good
on services statistics. In contrast,
Germany's number-crunchers
painstakingly count’ nuts and
bolts, but their coverage-of ser-
vices is poor. The Federal Statis-
tics Office has also been slow to
publish Agures for the whole of
Germany: most figures cover the
western part only.

Sweden has slipped from
third to fifth place partly because
of the results of a radical restruc-
turing. Half of the statistical of-
fice’s budget has been transferred
to govemment departments,
which are then free to buy either
from the agency or the private
sector. The aim was to create
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