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FALLACIES AND PITFALLS

Page 2
                        

FallaciesBad arguments are called fallacies. Fallacies tend to exploit common
 psychological aspects of our mind: many people think that they are good arguments.
 Fallacies usually follow certain patterns, so there are several categories of common fallacies.
 You can see fallacies around you all the time once you recognize these patterns.
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Fallacy A fallacy is, very generally, an
 error in reasoning. This differs from a factual error, which is simply being wrong about the facts. To be more specific, a fallacy is an "argument" in which the premises given for the conclusion do not provide the needed degree of support.
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Fallacies of AssumptionA fallacy of assumption is an
 argument that makes a dubious assumption.◦ False Dilemma
 Perfectionist Fallacy Line-Drawing Fallacy
 ◦ Straw Man◦ Slippery Slope◦ Begging the Question
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False DilemmaAn argument assumes a false
 dilemma when it assumes that one of two cases must be true, where in fact there are other options as well. Examples:◦Since you’re not a capitalist, you
 must be a communist!◦You’re either with us, or against us.◦Are you a Democrat or a Republican?
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Perfectionist FallacyThe perfectionist fallacy presents
 us with a kind of ‘all or nothing’ false dilemma:◦We shouldn’t give aid to countries
 where people are starving, because we can’t eradicate hunger completely.
 ◦Since no one has proven with absolute certainty that God exists, it is just as rational to believe that God does not exist as it is to believe that God does exist.
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Line-Drawing FallacyAnother kind of false dilemma:
 Either we can draw a line between two things, or there is no difference between the two at all:◦Abortion is murder from the moment
 of conception, since we can’t draw the line before which the fetus is not a person, and after which the fetus is.
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Straw ManA Straw Man argument attacks
 something by attacking a helpless caricature of that something: it often distorts the original by exaggeration. Example:
 The movement to allow prayer in public school classrooms is a major threat to our freedom. The advocates of prayer in school want to require every school child to participate in a Christian religious program prior to every school day.
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Slippery SlopeA slippery slope fallacy makes a
 dubious assumption that one thing will lead to another◦If the “experts” decide today that we
 should have fluorides in our tea, coffee, frozen orange juice, lemonade, and every cell of our bodies, what’s next? Tranquilizers to avoid civil disorders? What about birth-control chemicals to be routed to the water in certain ethnic neighborhoods?
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Begging the QuestionCircular reasoning:
 ◦God exists because the bible says so. … What, why we can trust what the Bible says? Easy, the Bible is the word of God.
 ◦Of course my salary is higher than yours, because my work is more important. …You’re asking me why it is more important? Well, my salary is higher, isn’t it?
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THE FALLACY OF COMPOSITION
 To assume what is true for one part (micro) will necessarily be true for the whole (macro) is the fallacy of composition.
 What is true at the micro level need not be true at the macro level. It may not seem reasonable that when we aggregate everybody together, everything may go topsy-turvy from the way it looked when we considered one person alone.
 A fallacy of composition is one in which it is believed that what's good for one person is good for all: If one person waits a year to buy a car, she'll have more money to spend next year. But if everyone waits, the economy will go into a tailspin. Tariffs and subsidies are another example, since helping one small group can actually increase costs for the larger part of society.
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FALLACY OF COMPOSITIONOne of the common fallacies in
 economics is the fallacy of composition. What’s true for you and what’s true for me may not be true for all of us together. If I stand up at a football game, I can see better. If everyone follows my lead and stands up, we can’t all see better.
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FALLACY OF COMPOSITIONThis is the mistaken assumption that
 what is true for one must be true for all involved. Consider the following economic example: a local movie theater cuts their entrance fee by 50% and sells 80% more tickets. If the other five local movie theaters all follow suit, will each enjoy an 80% increase in sales? It is not likely, because supply at that price will then far exceed demand. What works for one does not necessarily work for all.
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FALLACY OF SUBJECTIVITY
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FALLACY OF POST HOC PROCTOR HOC
 The post hoc fallacy is the false conclusion that one event caused another simply because it occurred first. For example, suppose that a business hired a new secretary. In the weeks following, sales increased by 75%. Did the new hire cause the 75% increase in sales? It would be easy enough to assume so, but that assumption doesn't account for advertising campaigns, a new product launch, or any other business activity that could have influenced sales in the same period.
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FALLACY OF POST HOC PROCTOR HOC
 It means: “ after that, therefore, because of that”. Suppose, there is demand recession. The government decides to provide tax concessions. A few months later, sales start reviving. Was the government decision the cause of the revival? Many people would say, “yes”. But may be the revival was on its way anyhow and the tax concessions did no good at all. The observed evidence merely tells us that the tax concessions may have caused the recovery. But the mere fact that one event precedes another does not necessarily mean that the first caused the second. Both may have been caused by some third factor. To assume that causation can be determined so simply is the fallacy of post hoc, propter hoc – “after this, therefore, because of it”. Economists often rely on this sort of reasoning, especially in analyzing economic problems and policies.
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FALLACY OF SYLLOGISM Syllogism is a particular form of reasoning such as:
 Major premise: All dogs like bonesMinor premise: Roger likes bonesTherefore: Roger is a dog.
 Note carefully, that the conclusion does not necessarily follow from the premises; Roger may be a dog, but Roger may be a man. Now consider this syllogism: Major premise: All dogs like bones Minor premise: Roger is a dog Therefore: Roger likes bones
 Here the logic is airtight. If the first two premises are true, then the inference must be true. How ever, in the first syllogism, the minor premise does not get Roger included under major premise. So the conclusion that Roger is a dog does not follow logically. Such fallacious syllogistic reasoning crops up in economic analysis. For example, luxuries must be taxed, so cars must be subjected to heavy sales tax. But what is the guarantee that cars are luxuries? Much would depend on who uses the car and for what purpose.
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FALLACY OF BLACK & WHITE OR GREY
 If one is not wary, one can go astray by assuming (explicitly or implicitly) that there is no middle ground between two extremes. On a foggy day, someone asks, “is it raining?” you reply, “no”. Then he may retort, “you mean, it is sunny”, but, of course, it may just be foggy. Often there is a perfectly logical middle ground between what appears at first glance to be two mutually exclusive alternatives; the alternatives stated may not exhaust the possible situations. The wise observer of the economic score is the one who sees the greys in their proper shadings – not the one who sees everything as black or white, true or false. In pursuing economic analysis, one must learn not only to accept or reject hypothesis, but also to continue with it, if necessary.
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FALLACY OF BROKEN WINDOW
 The parable describes a shopkeeper whose window is broken by a little boy. Everyone sympathizes with the man whose window was broken, but pretty soon they start to suggest that the broken window makes work for the glazier, who will then buy bread, benefiting the baker, who will then buy shoes, benefiting the cobbler, etc.
 Finally, the onlookers conclude that the little boy was not guilty of vandalism; instead he was a public benefactor, creating economic benefits for everyone in town.
 The fallacy of the onlookers' argument is that they considered only the benefits of purchasing a new window, but they ignored the cost to the shopkeeper. As the shopkeeper was forced to spend his money on a new window, he could not spend it on something else. For example, the shopkeeper might have preferred to spend the money on bread and shoes for himself (thus enriching the baker and cobbler), but now cannot because he must fix his window.
 Thus, the child did not bring any net benefit to the town. Instead, he made the town poorer by at least the value of one window, if not more. His actions benefited the glazier, but at the expense not only of the shopkeeper, but the baker and cobbler as well.
 http://en.wikipedia.org/wiki/Glazier
 http://en.wikipedia.org/wiki/Cobbler
 http://en.wikipedia.org/wiki/Fallacy
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Economics is haunted by more fallacies than any other science known to man." -- Henry Hazlitt
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PITFALLS There are a number of pitfalls to avoid when trying to
 understand statements about economics or the economy. Here are few points to ponder when confronted with economic statistics and conclusions:
 Ideology -- Good economics thinking is descriptive, and includes only statements of facts. Beware of phrases such as "ought to" or "should be" as they indicate someone's personal feelings rather than descriptions of reality.
 False Causes -- As described in our sections on statistics and reasoning, it's important not to confuse correlation with causation. Just because two things happen at the same time doesn't mean that one caused the other, or even that they're related at all. Economics is so complex that it's often very hard to tell why business spending increased, why inflation is slowing, etc.
 http://cygnus-group.com/CIDM/stats.html
 http://cygnus-group.com/CIDM/reason.html
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