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Dear colleagues!
Today it is quite evident that the lessons of the global financial crisis have not been resolved; that is why we have to clear more and more new economic, social and political heaps emerging in various regions of the world. 
 (slide 2) The recession and financial instability have caused the increase in social inequality in most countries of the world. Such aspects as substantial income differentials and fiscal imbalances were highlighted in the latest World Economic Forum Report, “Global Risks 2012”, not only as most likely ones, but also as entailing most significant consequences, not less serious than the shortage of water and food.  
I think that in our work we should take into account the studies conducted by international organizations in order to develop KNIs relevant to the real world situation and effective practices of their assessment. 
Last year, we started a new three-year stage of our activity, and I would like to note that the tasks we accomplish have become more specific and fundamental. Approaches and principles related to KNI issues, which we are developing, are aimed at the promotion of the basic principles of Lima and Mexico Declarations among the INTOSAI member countries. 

(slide 3) The need to observe the principle of SAIs’ independence is especially important in the process of development and use of KNIs. During the meeting, we are to discuss the draft Methodology on the KNI selection for the use in SAIs activity. I am convinced that we will be able to reach a consensus on the role and objectives of SAIs in this process. Indeed, this role involves not only knowledge sharing and assessment of developed KNIs, but also the use of indicators in auditing to assess the effectiveness of public governance, national strategies and development programs. Besides, in order to ensure high-quality selection of national indicators it is necessary to create appropriate conditions, as well as to ensure certain characteristics of the KNI system, which we are to discuss as well. 
 I would like to thank all members of the Working Group for their active participation in reviewing and correcting this document. The Secretariat has received a large number of proposals and comments. Due to the fact that some corrections require coordinating with all members of the Group, I will be grateful if the representatives of the SAIs of Hungary, Austria, Latvia and the Republic of South Africa submit their comments. Unfortunately, representatives of SAIs of Mexico can’t attend the meeting that’s why their proposals will be presented by the member of the Secretariat.
I hope that by September this year, we will manage through joint efforts to develop a quality and professional documents, which would enrich our White Paper on KNI. 
(slide 4) This year we will also have to prepare the results of subprojects involving the following relevant issues: 

1. Analysis of opportunities on the use of KNI for international comparisons and preparation of appropriate recommendations;

2. SAI's role in development and use of key indicators for R&D evaluation.

Today, the representatives of the SAIs of Hungary and Finland will present their reports on the studies conducted in the framework of these subprojects. 
The results of the subprojects will also be included into the White Paper on KNI in order to update it.
(slide 5) I would like to emphasize that, according to the Working Plan of the Group for 2011, the White Paper on KNI was presented for discussion to all INTOSAI members. Our work was highly appreciated by INTOSAI members; we have also received quite a large number of comments, for instance, from the SAIs of Portugal, Zambia, Kazakhstan, Malta, Belgium, Thailand and Peru. 
At the meeting we are to discuss the comments and proposals received. I hope that our active work aimed at the ongoing development of the White Paper on KNI will enable us to prepare a universal manual giving an opportunity to develop KNI systems taking into account national peculiarities. 
The interest of INTOSAI members to the White Paper on KNI confirms the importance and necessity to determine main conditions and principles for KNI development to ensure quality assessment of socio-economic development. 
As we noted at the beginning of our work, one of key issues is the differentiation of approaches to the requirements of universality and transparency of KNIs. Besides, as you remember, it was proposed to consider transparency as a priority in relation to universality. Indeed, the success in achieving strategic goals of national development is much more important for taxpayers and governments than the position in rating lists compiled by rating agencies, which are not always independent. 
Meanwhile, judging by the latest discussions about the correlation between economic (Gross National Product) and social (Better Life Index) KNIs, in particular, through the efforts of the OECD, the role of the latter has enhanced significantly and we should take it into account.
In particular, OECD suggested as basic KNIs a set of 25 indicators (parameters), which provide the basis for calculation of 11 composite socio-economic indicators determining the size of the “flower petals”, which reflect the balance of these indicators and the size of the Better Life Index as “flower stem”. 
It is essential that, when determining the Better Life Index, OECD actually shares our approach in terms of priority of transparency, allowing each country independently distribute weight ratios determining the size of the “flower petals” as an image reflecting the balance and the level of the life quality. 
This, in its turn, gives rise to a new task for our Working Group related to the collection of national data reflecting priorities (weight ratios) of social indicators used to estimate the life quality. 

(slide 6) At the same time, no less interesting image, from the point of view of comparisons, is the image of the European meadow of life quality, where social indicators are calculated according to a universal methodology of calculation and accounting of their components, for instance, they are taken as equilibrium ones. 

(slide 7) A similar problem arises in the calculation and comparison of macroeconomic indicators and indices, such as the index of competitiveness. If the “flower” image is used as a universal one, the European economic meadow can be represented.  

Although, according to the Gallup Institute survey, 99% of Americans worry about the budget deficit as a key economic indicator much less than about the unemployment level, the balance between economic and social indicators, undoubtedly, remains the most important factor of safe and sustainable development of both particular countries and the world as a whole. (slide 8) The calculations give us an opportunity to visually compare the sizes and balance of economic and social “flowers” both inside particular counties and between them. (slide 9)

In this respect, one of the tasks of the Working Group is the monitoring of KNIs in order to indentify their relevance and assess their validity in relation to the trends and risks of socio-economic development. 

In particular, the use of the opportunities of modern information technologies allow determine at the semantic level the most relevant current socio-economic notions, factors and relations between them.

In general, the results obtained correlate with the conclusions of World Economic Forum regarding the assessment of the impact and probability of global risks, which indicates that the methods of KNIs selection used by the Working Group are correct. 

(slide 10) Our approaches in terms of visualizing multidimensional KNI space in habitual three-dimensional metric, which may be selected in accordance with priorities and preferences of each of the countries or any other subject of analysis, seem to be promising.  

Taking into account that social KNIs have to be taken into account along with economic KNIs, it is necessary to consider not only macroeconomic, but also ethic criteria of socio-economic development. 

As is well known, one of few approaches that allow taking into consideration both economic and ethic factors is the Pareto method, which reflects the population and interrelation of resources and results of socio-economic development, which, in its turn, suggests the vitality of the hypothesis regarding the possibility of the Moncloa Pact. 

The selection of criteria for assessing models and scenarios of development in the conditions of multidimensional KNI space is crucial. 


Unfortunately, according to the regression analysis for the last three hundred years and the results of the latest research of Swiss scientists, the distribution of financial flows and world wealth in general occurs rather in line with the demonstrative law in accordance with the “money makes money” principle than with the Pareto principles of equity. 

(slide 11) In this respect, the approaches to the multidimensional Data Envelopment Analysis (DEA) developed by our Working Group give opportunities for quantitative assessment of the condition and ensuring the quality of the safe sustainable development. 
(slide 12) I would like to note that the results obtained in the process of the implementation of the subprojects may also be used for the Knowledge Base on KNI development available to INTOSAI members via the Internet. 
Today we are to discuss the Working Plan for 2012. I am looking forward to your active participation in determining further activities of the Working Group. 
(slide 13) I would like to remind that all information and documents, including the results of the Working Group’s projects, are placed on the website of the Working Group, which is being actively maintained and updated by the members of the Secretariat. 

In general, the results of our work are to contribute to the growth of national wealth of our counties and taxpayers’ well-being at the expense of more precise, timely and relevant assessment of capabilities and risks of development. 
(slide 14) Thank you for your attention!


