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The 4th Meeting of the INTOSAI Working Group on KNI
Dear colleagues,

Today the world is not able to cope with major shocks. The financial crises undermined the ability of the global economy to recover quickly, and the growth of geopolitical tensions and the deepening of social problems give evidence that today both state authorities and society in various countries are the least able to handle global challenges. This fact is confirmed by the findings of the World Economic Forum. 
The two complex global risks are distinguished in the Report “Global Risks 2011”: economic disparity and global governance failures; both these factors influence the development of many other global risks. The emergence of new countries-leaders in the sphere of economic development is substantially changing the balance of the world economic and political influence. Besides, issues of economic disparity and equity, both at the national and international levels, are becoming increasingly important. 
The signs of resurgent nationalism and populism, as well as social fragmentation are evident in the political sphere. In addition to it, there is a growing divergence of opinion between countries on how to promote sustainable inclusive economic growth. 
The World Economic Forum report confirms the fact that many respected international organizations conduct research works aimed at studying the reasons and consequences of the global financial crisis in order to enhance the efficiency of evaluation of socio-economic development. The importance of this problem was also proved by the last summit of the G20. I am especially delighted with the fact that the problem of indicators development has reached the global level, and the Summit determined the financial indicators that could show the level of imbalances in the world trade and economy in the future and, thus, be used for the crisis threat evaluation. 
I believe that using the best practices of well-known organizations we will be able to start a new stage of our activity. Three years of our work, in my opinion, have been very successful. We managed to complete everything that we had planned to do, and now we are facing more global goals, which we will discuss today. 
I would like to emphasize once more the fact, that the results achieved by our Group from the moment of its establishing were highly appreciated at the 20th Congress of INTOSAI (INCOSAI). The Governing Board also noted our participation in the development of the INTOSAI Glossary of audit terms. The results of other subprojects, such as 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 the CIS countries, aroused significant interest of representatives of other INTOSAI Working Groups at the second meeting of the Steering Committee of the INTOSAI Knowledge Sharing Committee. 
I would like to express my gratitude to all coordinators of subprojects. Thanks for your efforts and professional approach, we managed to prepare materials that are already used by national SAIs and, I think, we managed to create the basis for further more profound research of this issue. Evidently, we are still to solve the main problems. 
The world is a complex object that has its own internal dynamics and its limitations. The variety of factors and indicators, with the help of which we are trying to describe the condition of the world development processes, makes it very difficult to navigate ourselves in this environment. Besides, the variety of existing approaches and metrics for the progress evaluation has not allowed us to withstand in a timely and adequate manner the emerging threats and challenges, which the world has to deal with. 
There are plenty of strategic subjects, and each has its metrics of basic national values, as well as its own strategic goals and development priorities. As a result, each strategic subject sees this world at its own angle. 
The system of development indicators may be considered within the frameworks of a three-dimensional picture of the world which is familiar for a human being. Depending on the chosen coordinates and indicators of the top priority for the country, it will appear in a different way. 
In this respect, the task to enhance the transparency of evaluations is fundamental and depends on the views at the scenario of the world development. If we proceed from the principle of universal interest in the progress and lay our hopes on the global Moncloa Pact and the prospects of forming the global government, all countries should be interested in an objective vision of the world and in having a true idea of the partner’s views and plans in order to assist in maximizing the common benefit. 
 On the other hand, if we proceed from the principle of global competition, the understanding of the fact that the resources are limited and the greed is boundless, then strategies will be reduced to a zero-sum game, where each player strives to achieve its goal at the expense of the neighbor, which sometimes results in war. Of course, the second variant, in our opinion, is unacceptable. 
The mission of the Working Group is to ensure the maximum transparency of the vision of conditions and trends of the world development for the purpose of countries progress and harmonization of their relations, especially in view of the fact that risks, including those considered by the World Economic Forum, are of a global nature. 
Ensuring transparency is connected with a whole range of problems, including:

· Selection of a progress metric;

· Selection of KNI;
· Selection of methods for measuring KNI;

· Selection of methods for measuring the condition of objects;

· Selection of methods for identification of socio-economic development processes, etc.
One of the spectacular examples of the need for ensuring transparency is the issue of the evaluation of national wealth. Evaluation of national wealth is traditionally thought to be a good measure of well-being of a country and the prospects of its development. Differences in the structure of the component indicators and methods of their evaluation lead to disputable and controversial results. Evaluations of national wealth significantly depend on whether the basic values are expressed in nominal prices or with account of purchasing power parity; whether a forward-looking or a retrospective approach is used in evaluation. 
The problem of obtaining an integral evaluation of national wealth is ambivalent as well. Methods based on calculation of average weighted values and determination of the Pareto efficiency surface, each having its undoubted advantages and disadvantages, give fundamentally different results. 
The existing evaluation systems developed by various international institutions are based on the rating system. Besides, it is obvious that ratings are not a goal in themselves, although they contribute to marketing and influence the evaluation of competitiveness of countries. But eventually, each country is interested not so much in its current ranking, but rather in real progress in relation to the established goals of socio-economic development. Besides, this evaluation system does not give an opportunity to answer the main question: how successful is the progress of the countries?
In this respect, it seems to be efficient to consider the interests of national strategic actors and their ensembles when forming the metric of basic values and choosing a coordinate system of development. Understanding of the situation in the world and the position of each actor individually, the choice of basic values and strategic goals will enable us to distinguish the KNI reflecting the degree of achievement of socio-economic effects forming the global social effect of socio-economic development. 
The methods developed within the frameworks of the Working Group activities, certified at a number of international scientific conferences and tested in the audit practice of the Accounts Chamber of the Russian Federation enable us not only to visualize of countries KNI in the three-dimensional space and current ratings of the development efficiency as the distance to the Pareto efficiency surface, but also distinguish optimal directions of development for achieving target conditions determined in development strategies. These methods also enable us to evaluate the possibilities and the results of implementation of transnational projects and agreements. 
Thus, the main tasks set for the Working Group and demanding solution are: 

1. Preparation of Draft Methodology on the KNI selection for the use in SAIs activity. 
2. Analysis of opportunities on the use of KNI for international comparisons and preparation of appropriate recommendations.
3. Investigation of opportunities of KNI use for the evaluation of the results of national and transnational projects and programs audit. 
4. Methodic and information support of the KNI selection for the  assessment of global economic imbalances. 
New subprojects, implementation of which is directly connected with the development the White Paper on KNI, have been proposed for solution of these problems. At present, we already have the prepared analytical material, which is planned to be presented for discussion by the INTOSAI members as a manual for the development and use of KNI in SAIs activity. This is a really important step in the Working Group activities for comprehensive evaluation of our final product. 
As you know, the available variant of the White Paper is not final, it demands further development. Recommendations prepared within the frameworks of these subprojects will be added to the White Paper. 
While implementing these subprojects, I hope, we will be able to propose a methodology of the KNI selection for their use in SAIs activity. Availability of a unified methodology will enable countries to develop KNI taking into account national peculiarities. 
We will dwell on each of the subprojects later. I would like to thank the speakers who agreed to express their opinion regarding further development of these subjects.  
The results obtained in the course of implementation of the subprojects will be used for the Knowledge Base on KNI development. At present, the Knowledge Base is accessible via the Internet. Obviously, the Knowledge Base demands improvement in order to become an effective instrument of data processing. In this respect, I would like to ask you to send to the Secretariat regulatory documents, as well as statistical data required for the Knowledge Base development. Some representatives of the Group have come forward with an initiative to talk about the national developments in the field of KNI during this meeting; I believe this information can be used in the Knowledge Base. 
Today we are also to discuss the Working Plan for 2011. I am looking forward to your active participation in future activities of the Working Group and today we will probably manage to determine the responsible persons for most of the discussed questions. 
I would like to remind you that all the information and documents, including the results of the Working Group subprojects, are placed on the Working Group web-site, which is actively maintained and updated by the members of the Secretariat. 
In conclusion, I would like to note that without solving the existing problems, without transparency in the vision of conditions and trends of the world development, it is impossible to ensure progress and harmonization of relations between countries, and the role of national SAIs and INTOSAI in general in the progress achieving can’t be overestimated.  
Thank you for your attention!

