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An investment compensation expert, Graef Crystal, carried out a study purporting to show that the major companies, whose C.E.O's had low golf scores, had high performing stocks. Crystal obtained data for golf scores from the journal Golf Digest and used his own data on the stock market performance of the companies of 51 chief

executives. He created a Stock Rating which gave each company a stock rating based on how investors who held their stock did with 100 being highest and 0 lowest. 

It is rare that an article in the New York Times includes the data set, but this article did. Here it is, as sent to us by Bruce King (we have saved it on the Chance Website in the data section of Teaching Aids):

CEO                       Company        Handicap   StockRate

Melvin R. Goodes       Warner-Lambert       11        85

Jerry D. Choate        Allstate             10.1      83

Charles K. Gifford     BankBoston           20        82

Harvey Golub           American Express     21.1      79

John F. Welch Jr.      General Electric      3.8      77

Louis V. Gerstner Jr.  IBM                  13.1      75

Thomas H. O'Brien      PNC Bank              7.1      74

Walter V. Shipley      Chase Manhattan      17.2      73

John S. Reed           Citicorp             13        72

Terrence Murray        Fleet Financial      10.1      67

William T. Esrey       Sprint               10.1      66

Hugh L. McColl Jr.     Nationsbank          11        64

James E. Cayne         Bear Stearns         12.6      64

John R. Stafford       Amer. Home Products  10.9      58

John B. McCoy          Banc One             7.6       58

Frank C. Herringer     Transamerica         10.6      55

Ralph S. Larsen        Johnson & Johnson    16.1      54

Paul Hazen             Wells Fargo          10.9      54

Lawrence A. Bossidy    Allied Signal        12.6      51

Charles R. Shoemate    Bestfoods            17.6      49

James E. Perrella      Ingersoll-Rand       12.8      49

William P. Stiritz     Ralston Purina       13        48

Duane L. Burnham       Abbott Laboratories  15.6      46

Richard C. Notebaert   Ameritech            19.2      45

Raymond W. Smith       Bell Atlantic        13.7      44

Warren E. Buffett      Berkshire Hathaway   22        43

Donald V. Fites        Caterpillar          18.6      41

Vernon R. Louckes Jr.  Baxter International 11.9      40

Michael R. Bonsignore  Honeywell            22        38

Edward E. Whitacre Jr. SBC Communications   10        37

Peter I. Bijur         Texaco               27.1      35

Mike R. Bowlin         Atlantic Richfield   16.6      35

H. Lawrence Fuller     Amoco                 8        33

Ray R. Irani           Occidental Petroleum 15.5      31

Charles R. Lee         GTE                  14.8      29

John W. Snow           CSX                  12.8      29

Philip M. Condit       Boeing               24.2      25

Joseph T. Gorman       TRW                  18.1      24

H. John Riley Jr.      Cooper Industries    18        22

Richard B. Priory      Duke Energy          10        22

Leland E. Tollett      Tyson Foods          16        20

Bruce E. Ranck         Browning-Ferris      23        15

William H. Joyce       Union Carbide        19        13

Thomas E. Capps        Dominion Resources   18        12

Scott G. McNealy       Sun Microsystems     3.2       97

William H. Gates       Microsoft            23.9      95

Sanford I. Weill       Travelers Group      18        95

Frank V. Cahouet       Mellon Bank          22        92

William C. Steere Jr.  Pfizer               34        89

Donald B. Marron       Paine Webber         25        89

Christopher B. Galvin  Motorola             11.7       3 

Crystal regarded the last seven as outliers and threw them out (described in the article as being scientifically sifted out).

Bruce also sent us a letter he wrote to The New York Times about the article. The Times (The New York Times, 14 June 1998, Money and Business/Financial Desk, Sect. 3, p 12.) published several letters omplaining about some of the points that Bruce made in his letter. However, we felt that Bruce's letter best described the many problems with the Times article, so we asked him to allow us to include it here.

     To the Editor: 

     There are several reasons why Sunday's CEO golf/ performance study (Money & Business, pp.1,9) did not deserve an inch of column space, much less the 1+ pages you gave it. The study has at least four problems:

          (1) The 74 CEOs who reported their golf handicaps probably are different in unknown ways from the CEOs who chose not to reveal their handicaps. You cannot safely generalize to the population of all CEOs the responses of those who volunteer information.

          (2) Such an observational study cannot support an inference that A causes B. In particular, the suggestion that "executive wannabees ... spend more time on the links" is foolishness, and makes no more sense than assuming that moving closer to the Canadian border will improve your IQ (a puckish observation attributed to Senator Moynihan, I believe).

          (3) One cannot be sure from the published article, but it seems likely that the observed correlation between golf handicap and executive prowess was the result of a fishing expedition. You quote Mr. Crystal as saying "For all the different factors I've tested ... this is certainly one of ... the strongest ...". Well, let's imagine that Mr. Crystal tested for 50 irrelevant factors for a link to executive prowess; it is likely that one or more of the 50 samples would nevertheless show a statistically significant correlation by chance alone. And if hat's the only correlation reported, it looks as if it might be important, rather than just a chance occurrence. It is reasonable to wonder whether Mr. Crystal just continued to fish until e finally found a "keeper".

          (4) Mr. Crystal's treatment of seven "outliers" seems to be quite arbitrary. First of all, you may note that these seven constitute the six executives with the greatest performance ratings, and the one with the least. But they are NOT outliers in the usual sense: 1.5 times the interquartile range beyond the middle 50% of the ratings). 

          Secondly, outliers are not censored just because they "distort the trend lines". If that was the case, any scatterplot could be pruned to show a significant correlation. The conventional strategy is to seek to learn why an outlier is unusual, and to retain all the data that cannot be rejected for cause. (An outlier, for example, may merely be a data-recording error, and if the error cannot be corrected, there is sufficient cause to reject that observation.) Did you notice that the correlation between golf handicap and executive prowess was only -0.042 when the seven > outliers were included, and that deleting the seven changed it to -0.414?

     As a long-time Times reader, I depend on it for accurate reporting of the sciences. It is extremely disturbing to see it purveying junk science as "rigorous," however cute it may be.

     Bruce King 

     kingb@wcsub.ctstateu.edu

