Report on the INTOSAI Working Group on Key National Indicators activity for 2010 - 2011
The 3rd meeting of the Steering Committee of the INTOSAI Committee on Knowledge Sharing and Knowledge Services 
 (Moscow, October 5-6, 2011)
Dear colleagues,
Three years have passed from the moment of the INTOSAI Working Group on Key National Indicators (KNI) establishment. For this time the members of the Group managed to accomplish all their plans and reach significant results, which were approved at the 20th INCOSAI. The main results of the activities of the Group include the preparation of Review of the international experience in the development and use of KNI, Principles of SAIs application of KNI, as well as Recommendations on the development and use of KNI in innovative economies and in the CIS countries. In addition, the Working Group contributed to the development of the INTOSAI Glossary of audit terms. The importance of the development and use of KNI is proved by the growing interest of the countries to this issue and, consequently, the increase in the number of full members of the Working Group. 
Thus, the Working Group has managed to create the basis for further more profound development of the issue related to assessing socio-economic development, as well as to set wider goals. The desire to ensure maximum transparency in the vision of conditions and trends of the world development aimed at progress of each country and harmonization of their relationships determines the principal task of the Working Group. We should assist the selection of the metrics of progress evaluation adequate to the condition and priorities of development of certain countries, regions and the world as a whole. 
The heads of the member states of the Group of Twenty also faced this problem when developing the program of mutual evaluation in order to analyze imbalances and work out measures for sustainable development of the world economic system. The expanded set of indicators was coordinated at the meeting of the Finance Ministers and Heads of Central Banks, which took place in April 2011 in Washington. 
  Meanwhile, the wording of practically all indicators wasn’t concrete, which left wide opportunities for vague interpretations and submission by the countries indicators that actually differed by nature and composition, let alone the evaluation of their values. Thus, for example, in August 2011, the U.S. Bureau of Economic Analysis reduced the estimate of the GDP growth rate in 2009 by 0.9% to - 3.5%, which inevitably led to changes of the most of indicators according to the US pattern of mutual evaluation. 
The similar situation was created with the anticipated oil price in 2010, which, depending on the countries, varied from $57 до $82. As a result, the World Bank had to build a special econometric model to ensure at least relative plausibility of the information submitted, which was the base for calculation of baseline scenarios of the anti – crisis measures. 
The situation is aggravated by the lack, according to a number of Nobel prize winners, of the true estimates of the causes and consequences of the global financial crisis due to the ideologization of approaches both at the inter-party and at the international levels. 
Evidently that INTOSAI can contribute into the selection and evaluation of KNI that also reflecting the discrepancy between the structure of liabilities and assets that ensure them. The analysis of the Mutual assessment process data, including public debt and GDP, indicates about significant differences between forecast and fact values. Opportunities created by the Knowledge Base on KNI let to assess the consequences of the crisis across the spectrum of the G20 selected indicators.

The lack of transparent approaches to the evaluation of equitable distribution of the severity and consequences of the world financial crisis, as well as the evaluation of opportunities of sustainable development increase moral hazard associated with the growing economic inequality both between and inside the countries. Thus, for instance, during the crisis the number of billionaires doubled in Russia, American bankers earned $2,2 trill., their British colleges and insurers only in 2010 received bonuses totaling 14 billion pounds with the simultaneous growth of unemployment and poverty and not only in the listed countries. 
In general, during the crisis European banks received public support of the amount of $ 4.3 trill. euro, and this duty to taxpayers should be returned. In this context, the decision of the European Union to impose a tax on banking transactions deserves the support, because it should provide up to 40% revenue growth.

Thus, increasingly, leading experts are pointing to the inevitability of the transition from the economy based on stimulating demand to the economy of self-organization. Jeffrey Sachs paid attention that at the planned growth rate of 4.5% per year the doubling of the world GDP will occur each 20 years that inevitably lead to economic, political and ecological cataclysms. Our planet just physically will be unable to support such fast economic growth. Today the pressure of the world economy leads to the rapid depletion of natural resources, deficit of the drinking water and climate changes. 
As Gandhi rightly pointed out, «There is enough on Earth for everybody’s need, but not enough for everybody’s greed». Actually, civilization faces the need to develop a new socio-humanitarian model of life, based, in particular, on understanding of the need of self-limitation as a necessary condition of the safe and sustainable reproduction and development. 
One has to agree with Professor Peter Singer that happiness is something good, but the question is how it can be defined and measured? Is this the surplus of pleasure over adversity or satisfaction with what we have? 
In the first case, you should consider all the positive aspects of life and subtract the negative ones. The life can be considered quite happy if the result is positive, and unsuccessful if it is negative. 
In the second case, the answer is rather the result of self-reflection in the space of the life basic values. The sense of satisfaction is rather a sign of happiness, but the frustration is rather a sign of unhappiness.
The best results according to the review on the first principle were showing by Nigeria, Mexico, Brazil, Puerto Rico, that indicate about the dominance of the factors of the socio-cultural identity than such objective indicators as health, education, income etc. According to the second approach Denmark, Switzerland and other developed countries are on the first place.
In this July the UN General Assembly adopted the resolution «Happiness: towards a holistic approach to development» determining that happiness is a fundamental human goal, and this goal is not reflected in GNP. The resolution contains the invitation for the UN member states to develop additional measures that include the indicator of happiness as the goal of progress. And I think that we cannot keep out from this process.
Of course, INTOSAI should contribute in the selection of KNI reflecting the requirements and possibilities of the planet to restore resources and utilize the wastes of human activities. Actually, we need a Moncloa Pact, taking into account reference values of key indicators of sustainable development. 
For the purpose of evaluation of status and trends of countries development in multi-dimensional space the WG offered and introduced on a number of international forums devoted to the problem of progress measurement the methodic of KNI evaluation based on the principles of transparency and  universality. 
This approach makes it possible to visualize KNIs in the accustomed to the human eye three-dimensional space to compare estimations and development trends according to targets determined in the national development strategies. Despite the fact that, depending on the priorities and metrics chosen, the indicators differ significantly, this approach enables us to assess the opportunities and results of socio-economic development, including the evaluation of macroeconomic imbalances. 
Within the framework of the Memorandum of Understanding for cooperation the Working Group examines the promoted by the OECD an integral Better Life Index. It is based on the findings of the Commission on the Measurement of Economic Performance and Social Progress, as well as the methodological recommendations of the OECD for progress measurement. It enables each country to identify priority areas for development, set the weights and monitor the influence of the findings on the well-being of the country. 
It’s interesting, that when you compare the readings of Global Competitiveness Index and Better Life Index, including their sub-indexes for a certain country you come across significant mismatch and asymmetries. 
Taking into account today’s problems and opportunities, at the Fourth Meeting of the Working Group approved the following subprojects as the main tasks for the coming three years: 

1. Preparation of Draft Methodology (guidance) on the KNI selection for the use in SAIs activity; 
2. Analysis of opportunities on the use of KNI for international comparisons in the context of sustainable development and preparation of appropriate recommendations;

3. Possibilities of development and use of key indicators for R&D evaluation;

4. Methodic and informational support of the KNI selection for the assessment of global economic imbalances.
The implementation of these subprojects is directly connected with the development of the White Paper on KNI. At the moment, an analytical material has already been prepared, which is planned to be brought up for discussion by INTOSAI members as Draft guidelines for development and use of KNI in SAIs activities. This is a really important step in the Working Group activity for achieving the comprehensive final document. 
The existing version of the White Paper is not final, it requires further development. The recommendations developed within the framework of the above-mentioned subprojects will be added to the White Paper. Their implementation, I hope, will contribute to developing common approaches to KNI selection for their use in SAIs activities.
The findings obtained within the frameworks of the subprojects implementation will also be used for the Knowledge Base on KNI development. At the moment, there is a free access to the Knowledge Base via the Internet for all INTOSAI members. Evidently, the Knowledge Base requires development in order to become an effective instrument for processing the data. 
In conclusion, I would like to thank you for your attention and remind that all materials of the Working Group, including the results of the subprojects, are placed on the website of the Working Group (www.ach.gov.ru/en/intosaikni), which is maintained and updated by the members of the Secretariat. 
I reckon on your interest in the activities of the Working Group and our further cooperation. 

Thank you!
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