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Questions directors
should ask betore

SIC does

By Michele Levine

CED of Roy Morgan Research

es, damned lies, and statistics

We all know that statistics are often way off the mark, yet we still rely on
them. There are many false figures that could be affecting your business

decisions - here's how to spot them.

(41 even in ten Australisms olaim
they drnk less alethol than the
average” In 1983, some 20 yeurs

ago, | was confronted with this and other

restelts of the inaug aral World Vilues Stady,

[ have dlso noticed that welephone polls
ot Yoting intentions will obtain g seven per
cent difference in results depending on the
prompl sequence used, ¢ Labor or Liberal
versus Liberal or Labor?

Arethe numbers: you are tmcking the
right ones? Do you really knoey what you
are measuring? Is your organisation tracking
employee numbers or costs, sales, marketing
o advertising sucoess? 1s vours & customer-
focused organisation!

Do your employment numbers el the
reqal story? The Enqxnnle downsizing of
the last decade and 1he focus on employes
pumbers and. dollars brought with it a pew
cost centre - consultants, contractors, and
additional service agrecments - someltimes
including dedicated personnel who  are
nof: captured in the head count or the
company < employee bill. Recently a major
corporation approgched vs W0 provide a
résgirchicommunicutions manager for their
arganisation. The ¢ost ol this: person was
tey be parl of the research budget - as the
company had o freeze on Riring !

Employee Satisfaction

Perhaps  your people dare  your ' miost
important and valuable asset and  you
are.  monioring  employee  satisfaction,
commitment of involvemenl. Bach month
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you watch the employes satisfaction scores
inching up. The cost of bonuses for those
responsible for improved morale s well
and truly, paid for, and well worth the cost
in enhanced commitment, Bexibality, and
productivity - or 30 you think,

Employee surveys, especially  those
with associated bonusés or penaltics, ane
at the mercy of all kinds of manipulation
- from the disenchanied department
that doesn’t bother to participale. (o the
manager who stands over' the employes
to ensure the nght answers come through,
1y the manager who selects the employees
for surveying, 1o a slight change in the
questionnaire or 2ven (o coaching on the
gquestions that drive the scores.

If the bosrd muly wanis o momtor
emplovee satisfaction, 4 crucial part of
the: measure 5 paricipition. The most
demoralised areas of a wirkforce will
generally have the lowest participation rate
- they simply 'will not complete the survey.

Customer Satisfaction

The last decade has seen am
imcredsing focus on clients and customers
as the key 1o business growth and contimued
existence - and with il a plethoni of customer
salisfaction measunes

For several yeiars, Roy Maorgan Research
tracked customer satsfaction for one of
Australin’s  largest corparations. At the
direction of the corporahion, we imterviciwed
those customerns whose  complamts or
problems had been resolved. Yes, thisis not a

CYer-

misprint! Those dustormers whose compliin
were not yel (or perhaps wiould never be)
resolvied were ot interviewed, Similiely,
those whi hiel nog registered o problen o
complaint wei not part of the metee,

Was  the  board  tracking  eustomer
satisfaction as & means ‘of evaluming the
sincks of customer value? And il 5o, were
they aware thot the metrie wold only parl
af the story? Or had the figures. become i
curreney’!

In o serpibar vein, Roy Morgan Research
aleo measured customer satisfaction for 4
major retailer, and recorded mereasimg levels
of satisfaction over time. The increasing
satisfaction would haye been a positive
indicator if it wasn't for the serious erosion
of the customer base over the same period.
The conundrum was that as the cusiomer
base was eroded, only the very loval (highly
satisted) customers kept L'uhlin,g I:lui_"k_. anil
the only melric was a satisfaction measure:
among those cuslomers.

Was the board privy (o the conundrim
of increasing customer satisfaction, but a
shrinking customer base? Ov did they think
they were measuring stocks of ‘customer
L

Business metrics

Are vou tracking threats to your business,
moniloring extemal rsks, extemal faetors,
social, technological, cconomic, political
(STEP] factors like consamer conhidence, the
risk of terroriat activity, war, unemployent
ries, the political situation, the infernet wnd
the changing role of wechoology in veur
busingss?

Mg owell as being subject woall the
usudl  peasurement Jssues, most of these
messunes ane politically sensitive; especially



for the parly in power, and are thus
subgect 1o enhancernent. “Unforunately,
no  Government  will  change  the
unemplovment s megsuresh of the “number
is higher: Butuntil the Government is honest
wilh the clectorate, the problem
ol qoblessness will nol receive
the atention thal it deserves, The

Wil

wnermpHoy men Mmeasurernen|
EOE 0 oo dmponanl o
tenore o the sake of political
expediency™,  wiole Gary

Moz i betier b the AFR
s oeasy o Tudpe o low

woemplovinent e, ageed
Peter Saunders anoan article
in dhe swme paper in Augus)

203 Me was refeming 1o reclassilication
o unempleyed people s permanently
dhisahled,

Bt re-elussiication of people on welfare
buredits s only part ol the masking problem
Huogh Morgim in the AFR comectly poinied
ol et “the monthly  unemployvoem
stoistics, . underste te numbers of people
who e seeking more waork, or would like 1o
gera job bot dicd not fic the official definition
ol unermployed”

The Avstrlian Council of Social Service
CACOSE) and other commentators  have
estimated  that by taking oo secount
“hidden” and “underemplovment” the real
level of joblessness is approximately dousble
that given by the official data. Eventhe ABS s
Labour and Statistes Branch acknowledged
in 2001 that the official unemployment rate
alome may provade & misleading picture.

Do directors,  tracking  the  economic
situption,  recognise  that  the  official
unemployment  figures, like many  such
CUTTEnY bear little relationship
e gJoblessness?  Would  they  make
decisions differently i they believed real
unemployment 1o be around 12 per comt?

The political landscape

And what about politics? The country’s
response to policies, activities, and events, as
measured by public opinion on political party
slapport has been misread with a wormying
freguency,

Evervone convenienly forgets that John
Hewson and Jeff Kennen were ahead in the
telephone polls for months grior o their last
ilost) elections, The Morgan “face-1o-face”
poll e pght the oueome weeks before
the election,

Thie Last thiee Morgan “foee-to-Tace” polls
have shown the ALP ahead on n two-party
prelerred basis (32 per cont o 48 per cent),
while Newspoll has shown the L-NP ahead
Which is the ;e 1o wateh'?

by the US, the preferred position in the

fizures,

polls 15 ahead. In Australia, both major
parties prefer to be a litile behind in the polls
mn the lead up 1o an election. The belief is if
they are o far ahead, the electomte might
send them a message

As well as being subject to all the
usual measurement issues, most
of these external measures are
politically sensitive, especially for
the party in power, and are thus
subject to enhancement

The internet and media

A recent Roy Morgan analysis of media
(predomuinantly  print - media)  since  the
explosion of the mtemet in Austrdia, New
Aealond, the US and UK, showed that broad
measures of media consumption  looked
fuirly la and that relatively small numbers
of consumers (less than ten per cent) reported
less wse of trsditional medin since using the
intermet

These comforing fgures musked the
dramatic movement awiy from treditional
newspapers for such things as job hunting,
howse hunting. travel offers and other entical
classified advertising revenue sources.

On the subject of media, the Government
recently announced it would o longer use
ethnic press because it could not rely on the
circulation figures - some tthes claimed 1o
sell ten umes the number of papers actually
printed. The fact was that @veryone knew the
circulations wers wrong. But it was currency
- what everyone agreed 0 use knowing it
meant lile in tenns of neality.

And the recent revision of circulation
fisures in the waditional primt  media,
predominantly masazines, has demonstrated

again  that circolation s open W
manipalation. In The Reader, Bric Beecher
described iv as “the tip of o poentially very
nasty iceberg.”

“Real”  circulations  of  many  of
Australia’s major newspapers
and magazines are cooked -
dramatically padded out by the
distnbution of free coples (o
hotels, airlines, cafes, schools,
universities, offices, waiting
reamsy or phoney coples (to
non-existent  newsagents  and
subseribers). This is done to
inflate  the numbers  and Lo
hide the extent of their falling
circulations, in order 1o sell
advertising ol profitable riles,"” hie said,

Share price

1 you think the share price of a compiny
is 0 reasonohle measure of the value of
the company, think again. Many CEOs'
salaries are linked to the share price, Share
buy-bieks men a compiny can keep (he
share price artticially kigh, And if you're
atill not convineed, ask yoursell whit was
different ar Eoron, Worldeom or HIH
before and after the falls,

Beware  reclussification  and  always
consider whal it would look like if you
adn’t reclassified. Beware human pature -
whenever there™s o bonus tied 0o number
the number is likely w be enhanced.
Whenever there's no independent measure
i's even more dangerous,  Recall the
power of the cross-check and a deeper,
broader perspective.

When it comes o statistics and metrics,
there's no simple answer, no simple rules or
formulae. We must recognise the realilies
of human nature, and interpret with care,
common sense, 4 degree of suspicion and-a
healthy dose of parancia. B

Possible flaws in measures of STEP factors

Uinemployment

Unemployed people are often reclassified as being on mﬁsabr[:ty peaxmm ].n:ruth

allowance eic

Figures exclude those who have given up looking for work
Figures exclude those who have undertaken any paid work in the reference p:rmd cven

asmall amount of casual work
Consumer Confidence

Seasonal adjustment - you would not accept and base decisions on seasonally adjusted
weather reports, or gold prices. or bank balances, so why accept seasonally. ﬂdjﬂﬂfﬂd

consumer confidence?

It's an unstuble measurement thit fluctuates wildly when answered “flippantly” aver the

ielephone
Paolitical situation (voting intention)

An unstable measurement which fluctuates wildly due to telephone interviewing
Figures contain bias due to non-respanse in politically chunged times, such as the
emergence of One Nation and response to Pauline Hanson's prison term
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