Pilot project
In the field of key national indicators

Describing the processes of knowledge-based economy and society

(Conceptual Outline)

General outline on the measuring of knowledge-based economy and society

The “knowledge-based” description of economy and society, first of all, is a qualitative category. It is very important that it should pervade the economic-social sectors, their respective segments, as much as possible. Thus, measuring it by indicators is a complex, complicated process and makes it necessary to utilise international experiences.
It should be obvious that being knowledge-based in itself and indirectly cannot be apprehended, cannot be measured, therefore it is not by chance that the various indicators, first of all, grasp the inputs and outputs, respectively the cause and effect elements of the processes. To lay the foundation a varied system of statistical indicators and metrics has been elaborated in the past decades for describing and characterizing knowledge-based economy and society.
Right from the beginning the intent was to create internationally comparable indicators that can be used not only for solving the problems of a single country or the EU as a whole, but those of other centres of economical-political power. Then based on the most widely accepted common elements and suggested indicators the statistical offices of individual organizations (OECD, EU) began to compile the statistical trends to be used to describe the actual issues. On the one hand, the aforementioned institutions took into account the pre-existing and widely used (in most of the Member States) indicators, on the other hand suggested the creation and utilisation of new indicators in the areas that were previously not or only partially covered. Thus, those systems of indicators were created that served as a starting point for measuring and comprehensively evaluating the main characteristics and certain effects of knowledge-based society and economy both in international comparison and on national level. Based on the available input and output indicators of databases, several so called ‘composite’ indexes, i.e. indexes synthesizing several components, were also created for practical purposes, namely for statistical measuring and analyzing processes. 
Nowadays the regularly and generally calculated indicators prove that these days knowledge-based economy and society are a reality, the bearers and expressions of real relationship systems, albeit in different countries on different levels.
The aim of the pilot project

Starting from an acceptable (obviously based on compromise) model of the knowledge-based economy and society, the aim of the project is to elaborate a set of indicators that could be subject to international comparison. By creating a frame for the individual indicators, this set of indicators would characterize the processes of the development trends as best as possible. In this respect it should be also attained that the elements of the indicator system would reflect the input and output dimensions of the audited processes, respectively their cause-effect relations.

It would be expedient to follow four priority goals in the project. These should be the followings:
· creation of a draft document outlining the model of the knowledge-based economy and society;

· comparative analysis of the existing major indicator systems (of OECD, EU(Eurostat), World Bank, UN, UNESCO and some countries) from methodological point of view;

· apart from Hungary, elaboration of empirical case studies from two or three other countries in a way that the case study would either follow (i) an international methodology, or  (ii) would be based on indicators applied in the given country;

· proposal for establishing an indicator system - based on existing indicator systems and case studies - that appears to be the most expedient.

Participants of the project

From among the partners directly involved in the project, specifically from among the international organizations it is suggested to launch the joint work with OECD, the EU (Eurostat) and with those countries of the KNI Working Group that wish to participate. Later, it might be expedient to involve other international organizations in the project.
The participation of international organizations in the project is necessary for two reasons. Firstly, because there is much to be gained from utilizing the results of their respective methodological development. Secondly, for their experience in the field of evaluating countries. The involvement of international organizations would greatly promote the realization of each four priorities of the project.

· To formulate a draft document outlining the knowledge-based economy and society (first priority),  experiences gained in the course of developing new indicators replacing traditional macroeconomic (statistical) indicators, respectively those new, future-orienting requirements and principles, which are considered in the process of formulating new indicators, might serve as a starting point. By completing them with the general requirements of auditing and with special regard to the requirements of performance audit these might constitute the basis of the preparation of the draft model.
· As regards the methodological comparative analysis of major international key indicators (second priority), it is obvious that this task can be solved effectively only with the participation of the experts of the concerned international organizations.
· The participation of  the experts of these organizations is indispensable also in case of preparing case studies, when the concerned country is using the indicators of one (maybe more) organisation to size up and qualify its position in the process of building up knowledge-based economy and society (third priority).
· Based on their results reached so far and on their rich experiences the international organizations could - with their specific recommendations - considerably promote the development of a system of indicators (fourth priority) that would satisfy the requirements of auditing in the INTOSAI member states in the future.

The other group of those participating in the realization of the project would consist of the experts of some of the SAIs – stakeholders of the INTOSAI KNI Working Group – that would contribute to the joint work by preparing individual case studies. The potential countries might prepare an empirical case study by the adaptation of the system of indicators of an international organization {(i) form}, or by the method of using the statistical, audit-related or other system of indicators applied in the given country {(ii) form}. (Naturally, it would be welcome if they opted for using both methods.)
In order to realize the pilot project, it would be necessary that the theme fields of the case studies – based on the results and experiences of the given country – were made up from the four priorities of the project. Naturally, the case studies for the project would be valuable contributions even if they were not encompassing all four priorities; for example if they dealt only with the introduction of the used national system of indicators as well as the analysis and audit related experiences. Of course, it could be useful if the case studies illustrated the position of the countries by utilising the latest possible data.
Next steps on the road of launching the pilot project

1. Based on the Conceptual Outline the Secretariat of the INTOSAI Working Group on Key National Indicators orientates itself at OECD and the EU (Eurostat), as well as among the SAIs participating in the Working Group, if they wanted to contribute to the project by their experts and if they are ready to undertake the preparation of case studies in the following forms: (i) or (ii) or, possibly (i) and (ii).

2. Based on the responses received from OECD, the EU (Eurostat) and from the participating SAIs – which, very likely will further enhance and concretize the Conceptual Outline – the Hungarian experts of the Working Group, who also undertake the elaboration of a Hungarian case study {(i) form} will, at the same time, also prepare a more detailed version of the pilot project’s programme.

3. The more detailed draft programme of the project would be discussed in April 2009 at the second meeting of the INTOSAI KNI Working Group.

4. The implementation of the pilot project will take place in 2009-2010.
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