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THERE are three
kKinds of lies,”
‘ ‘ thundered for-
mer British

Prime Minister

Benjamin  Dis-
raeli. “Lies, danmed lies, and stat-
-+istics.”

It is often in the world of polities
that the worst of the three Iies is
most often used. Given that it is
election year, it 35 worth looking at
the use of statistics to justify what

‘seems, with the benefit of hind-
sight, to have been little more than
-heat, noise and little else.

In.a recent newsletter by the
New Zealand Institute for the
Study of Competition and Regu-
lation, an article hightights some of
the problems of oft-quoted statistics

~and their impact on Government
and business activities.

As the authors, Glenn Boyle and

+Broawyn Howell, note, the Organ-

isation for Economic Cooperation
and Development statistics related
to broadband peneiration have
become something of a “gold stan-
.dard” in recent times,

Government agencies and inter-
est groups have been grumbling

‘about New Zealand’s “low”
ranking in terms of broadband pen-
-etration and have offered and
prescribed any number of policies
10 boost our national standing.

Our standing of 21st out of the 30
countries in the OECD has led to
dire warnings about being left
behind in the development of the
digital economy and such like,

It kas made rather good press
for those complaining, but has not
been particularly easy for those on
the other side, such as Telecom,
which has often been porirayed as
the guilty party holding New Zea-
land back from this “inevitable”
digital nirvana we must share in.

One could even argue that some
of the Government’s policy related
to the splitting of Telecom into a
three-headed beast is a direct result
of wanting fo boost our infer;
national standing' as far as
broadband penetration goes.

Of course, everyone wants to be
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a winner and there is cold comfort
in kmowing that our rival Australia
is five places zhead of us at 16th,
We want o be in the top tier (and
beating Australia), and the Govern-
ment and mferest groups want to
get us there.

If you cast your mind back to
1999, the Government was all for
returning New Zealand to the top
half of the OECD in terms of gross
domestic product per capita. This
resolve was quietly dropped when
it became clear the goal didn't
exacily gel'with the Government's
redistributive tendenties.

‘We might not get back to the top
tier in gdp terms so0 we might as

well have a go at getiing into the
top Her with something a5 simple
4s broadband penetration, right?
And this is where the tricky
issue of statistics comes into play.
For the OECD, making compari-
s0ns across countries is often best
achieved using “per capita” stat-
istics as it takes away a lot of dis.
tortions that can creep into the
numbers. But it ¢an also lead fo
other distorfons creeping in.
Think about it in these terms:
the statistics used to compare us to
the rest of the world are based on
broadband penetration per capita.
But broadband is sold on the
basis of connection to a business or

home. See the problem? The stat-
istics are using a different
measurement base compared with
what actually happens; apples are
not being compared with apples.

The implication is that using a
per capita measure of broadband
penetration is not going to get you
where you want'to go. But it is the
“gold standard” after all.

In April 2607, academic George
Ford highiighted the problem of
quoting the OECD broadband stat-
istics without understanding the
measurement basis. In a presen-
fation to the United States House of
Representatives Energy and Com.
merce Committee on the Digital

Future of the US, he asked a simple
question: what would the rankings
look like if every country in the
OECD had 100 per cent broadband
penetration into homes and busi-
nesses? '
The answers aren't going to
please any Government politician
or the “self” interest groups. New
Zealand would charge up the
rankings to 16th — but still be in.
the bottom half of the OECD. The
TS would go from its current 15th,
to 20th and Australia would fall
from 16th to 27th! How? Why?

The answer is in the measure-

ment base. Broadband is sold to
households and businesses, not to
people individually. The statistics

that everyone likes to compare,
everyone else with are “per capita™

based. The differences come about
because of differences in gdp,
household sizes and the way busi-
nesses ave structured,

Taking the last point first, New

Zealand has a very large number of
very small businesses, most of
which will be based at home, with
the business and the home sharing
the same broadband connection.

Household size bas a major im-
pact as well. A country with more
people per household will have a
lower ranking than a country with
fewer people per household, simply
because of the average number of
pecple living in each house.

This is partially explained by
gdp per capita numbers: richer
countries tend to have fewer people
per household than poorer coun-
tries.

percent of the difference in' the cur-
rent broadband penetration rates
between OECD members can be
expained by differences in gdp per
capita. That’s a significant explana-
tory factor for just one measure.

There is plenty of room to in-
crease broadband penetration, not
only in New Zealand but also in
many other countries, with policy
initiatives that are useful in help-
ing to drive penetration higher.

However, focusing on our OECD
ranking as a measure of our “suc-
cess” will not get us anywhere and
may lead to any number of nseless
and counterproductive actions.

As I noted at the outset, it's elec-
tion year; be very careful of
politicians and other self-inferest
groups brandishing statistics.

They may not even realise that
in ¢alling for “improvements” they

may be asking the impossible — |
and the implications -could be |;
- “damning” for us ali. ‘
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