
By Brian S. Wesbury

Not that it needed any help, but the al-
ready energized debate about journalistic
bias was electrified when Rupert Murdoch,
owner of the “fair and balanced” Fox News
Channel struck a deal to buy The Wall Street
Journal.

I have no desire to take
sides in this debate, or ques-
tion anyone’s integrity, but
my role as a business econo-
mist gives me a unique view
of this subject. I talk fre-
quently with members of the print media
and I am a regular guest on business TV
shows. Both venues stress debate and jour-
nalistic skepticism. In my view this ten-
dency causes a great deal of confusion.

If one guest or expert is a “bull,” then
the other must be a “bear,” to keep things
fair. Or, if there is a single guest on air, the
host often takes the other side of the issue
in order to keep things balanced. Get some
sparks between guests, a little argument
here or there, and it’s even better for the
ratings. The bigger the audience, the better
the show, that’s the way the advertisers see
it. It’s basic supply and demand.

But this idea of presenting both sides of
an issue, while entertaining, informative
and seemingly balanced, may paradoxically
create a warped perspective of the U.S.
economy.

For example, the most recent Wall
Street Journal economic forecasting sur-
vey, from July, shows that 49 out of 60
forecasters expect real GDP to grow at an

average annual rate of 2%, or faster, in
2007. Of the remaining 11 forecasters, only
two expect growth of less than 1%, and
only one expects a recession. For 2008,
the forecasters are even more optimistic,
with none expecting recession.

There are at least a half-dozen other in-
stitutions publishing sur-
veys, and all of them report
very similar results among
the 100 or so active profes-
sional forecasters. Except for
two well-known economists
(Nouriel Roubini at New

York University, and Gary Shilling of A.
Gary Shilling & Co.), who are not in many
surveys, a super-duper majority of profes-
sional forecasting economists believe the
economy will continue to expand during
the next year and have believed so for
the past four or five years.

Despite this, an NBC News/Wall
Street Journal poll taken in late July
found that 68% of Americans thought
that the economy was either in reces-
sion already, or would experience a
recession sometime during the next
12 months. Interestingly, this is not
much of a change from the past. This
same survey question has been
polled at least five times since Sep-
tember 2002. Each time a robust ma-
jority of between 65% and 85% of re-
spondents thought a recession was
either underway or would occur
within the year. Americans have been
bearish on the economy for quite
some time.

In short, over the past five years,
forecasting economists from aca-
demia, consulting shops, financial ser-
vices and industry have a perfect 5-0
record against a random sample of Ameri-
can citizens. It’s important to understand
that economists are not always right.
Some even say that economists were put
on earth to make weathermen look good.

In fact, some suggest that the experts
don’t know what they are talking about.
They say that economists make the mis-
take of looking at aggregate data, for GDP
or overall income, which hides serious dis-
locations for the middle class and those
with lower incomes. Those who argue this
point believe that unfair foreign competi-
tion and unfair distribution of income are
leaving many Americans behind.

But this is hard to believe. The econ-
omy moderated last year, but the unem-

ployment rate is still just 4.6%, almost a
full percentage point below its 20-year av-
erage of 5.5%. Since the jobless rate first
fell below 5% in December 2005, average
hourly earnings have expanded at a 4.1%
annualized rate—as good as any year dur-
ing the late 1990s. And recent research
shows that incomes for the bottom fifth
of wage earners have risen faster in the
past few decades than incomes at the
top, hard work is being rewarded more
by performance pay, and income volatil-
ity is no worse today than it was in the
1980s and 1990s.

Stranger still is a July poll by the Ameri-
can Research Group (ARG) in which 68% of
respondents rated their own personal finan-
cial situation as “good, very good or excel-
lent.” This is a huge improvement from

March 2003, when another ARG poll found
only 46% of Americans were either “hopeful
or happy” about their personal financial sit-
uation, while 46% were “worried or angry.”

This begs the question: If the actual eco-
nomic data, the views of professional econ-
omists and the self-proclaimed personal fi-
nancial situation of a majority of Ameri-
cans have improved this much, why are
people so worried about the economy?
Why do people assume they are the excep-
tion rather than the rule?

One answer is that people gather
knowledge about the rest of the economy,
the part they cannot see, from watching
news. As a result, it could be that the for-
mat behind most business journalism
skews perceptions and creates pessi-

mism. To be very clear, I am not arguing
that business news is purposefully bi-
ased. But what seems clear is that in the
name of producing an entertaining prod-
uct, and in an attempt to provide con-
trasting views, the true consensus of ex-
perts is rarely reported.

A randomly selected pairing of econo-
mists from The Wall Street Journal fore-
casting panel would pit two rather optimis-
tic forecasters against each other in de-
bate. But having two economists debate
about whether GDP will grow 2.1% this
year or 2.4% is downright boring. As a re-
sult, the producers of business news spice
things up. They arrange for debates be-
tween a bullish economist and a bearish
economist. And since they can’t have
Messrs. Roubini and Shilling on every hour

of every day, they find equity short-
sellers who make a living when
things turn down, or political econo-
mists who are trying to score points.

While this is entertaining, and
may bring in eyeballs, which sell com-
mercials, this idea of “fair and bal-
anced” debates leaves an impression
that the experts are split 50/50,
when in reality it’s more like 80/20,
or 90/10.

After all, the economy is closing
in on six straight years of growth
and the stock market is up more than
80% since its bottom in October
2002. It is true that the number of
shares sold short on the Nasdaq rose
to a record of 9.3 billion last week,
but this only equals the number of
shares that change hands on the Nas-
daq (on average) every 4.9 days.
There are way more bulls than bears.

It’s not a 50/50 world.
But if all the public sees is an endless

stream of 50/50 debates, then it is really
not that much of a surprise that people
think the future is basically a coin toss.
And a coin toss, especially in a time of war
and terrorism, is not very good odds.

And that’s too bad. The global economy
may never have been as strong as it is to-
day. The pace of technological achieve-
ment has boosted living standards for bil-
lions of people, and promises to do even
more in the years to come. It’s sad, really,
that so many people can’t enjoy it because
they fret so much about the future.

Mr. Wesbury is chief economist for First
Trust Portfolios, L.P.

By Sadanand Dhume

Indonesians ought to raise a toast to
the defeat of the hardline Islamist Justice
and Prosperity Party (PKS) in their capital
city’s first ever direct gubernatorial elec-
tion on August 8. According to preliminary
results, the incumbent deputy governor,
Fauzi Bowo, has trounced the PKS’s nomi-
nee, retired police general Adang Daradja-
tun, by a 60-40 margin.

Against a backdrop of rising intolerance
toward women and religious minorities,
Mr. Bowo and his running mate cam-
paigned on a plank of pluralism best cap-
tured by their beguilingly simple slogan,
“Jakarta for All.” But though the result
marks a setback for Islamism—the ideol-
ogy that seeks to order every aspect of
21st-century life by the norms of seventh-
century Arabia—it’s only one skirmish in a
contest unfolding across the archipelago.

Mr. Bowo’s victory marks a beginning
of sorts. He managed to line up the sup-
port of 19 national parties, including such
heavyweights as the Indonesian Demo-
cratic Party of Struggle (PDI-P), Golkar
and President Susilo Bambang Yudhoy-
ono’s Democratic Party. His intellectual
backing was no less varied, ranging from
the labor activist Dita Indah Sari to Jusuf

Wanandi, the eminence grise of Indonesia’s
strategic thinkers, who bravely took on
PKS in the pages of the normally supine
Jakarta Post.

But although cloaked in high principle,
the governor-elect’s grand coalition also
represents politics as usual, a bargain to
divide the spoils of the country’s richest
city. Should Mr. Bowo follow an undistin-
guished tenure as deputy gov-
ernor, which included the
floods earlier this year that
paralyzed Jakarta, with a
similar performance in the
governor’s office, then his
victory may have the unin-
tended long-term conse-
quence of strengthening PKS
rather than weakening it.

Moreover, there’s little evidence to sug-
gest that Indonesian elites fully grasp the
threat PKS presents to the country’s frag-
ile democratic experiment and long-term
economic prospects. Born in 1998 out of a
secretive network of Koranic study groups
called Tarbiyah, the party has quickly built
a reputation for incorruptibility, devotion
to social work and attachment to Islamic
causes. As a result, even now few pay at-
tention to the fact that it draws its ideol-
ogy and organizational structure from
Egypt’s Muslim Brotherhood—whose vi-

sion spawned, among others, Hamas,
Sudan’s National Islamic Front and al
Qaeda.

For PKS, as for Brotherhood offshoots
everywhere, God’s laws (Sharia) are supe-
rior to man’s laws. Islam belongs every-
where: in the classroom and the board-
room; in banks, in courts, in movie the-
aters. Democracy is not an end in itself,

but simply a means to
achieve an Islamic state.
Thanks to clever campaign-
ing and a highly disciplined
cadre, the party controls 45
seats in the 550 member par-
liament, is part of President
Susilo Bambang Yudhoyono’s
coalition government, and
has won local elections in

Jakarta’s industrialized satellite cities De-
pok and Bekasi. Last year PKS spear-
headed an attempt to push through a law
that demanded prison terms for women in
miniskirts or couples caught kissing in pub-
lic.

For Indonesians attached to their coun-
try’s long tradition of pluralism, facing
down PKS involves walking a series of
tightropes. They must continue to wel-
come the party’s participation in democ-
racy while at the same time recognizing
its fundamentally antidemocratic charac-

ter. They must acknowledge that many
PKS supporters are highly educated and
idealistic—motivated more by bribe-free
government offices than public executions—
while also recognizing that their bedrock
beliefs are incompatible with women’s
rights, freedom of conscience and freedom
of speech.

Instead of accepting the evasions and
prevarications that are the Islamist
stock-in-trade, Indonesians must be willing
to ask PKS leaders tough questions. Do
they believe that women have the right to
dress as they please, and to rise as high as
their talents will take them? Can Chris-
tians and other religious minorities expect
the same freedom of worship routinely
granted Muslims in non-Muslim democra-
cies? When the Universal Declaration of
Human Rights collides with Islamic tradi-
tion, which one ought to give way?

More than a single election, it’s an-
swers to these questions that will deter-
mine whether Indonesian democracy and
Indonesian pluralism are compatible or
fundamentally contradictory.

Mr. Dhume is a Bernard Schwartz fellow
at the Asia Society in Washington, D.C.
“My Friend the Fanatic,” his book about
the rise of radicalism in Indonesia, will be
published next year by Text Publishing in
Australia.
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