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Dear colleges, presently, it is clear that national ratings and stock exchange dynamics, the choice 
of true or false development goals for countries and regions of the world will evidently depend on the 
understanding of basic values and key indicators for progress measurement.  

The importance of solving appeared problems is corroborated by a large number of global 
projects and initiatives, including UNDP, OECD Global project on Measuring the Progress of Societies, 
INTOSAI project on KNI, Nicolas Sarkozy’s and Bill Clinton’s projects,  the World Bank, Davos 
initiatives, etc. 

However the universality or at least transparency of the key concepts used in those projects are 
far from being obvious. Even the notion of “progress” is a disputable issue. 

One of the most suitable definitions of “progress” is Kurt Huebner’s “successful system 
transformation from the viewpoint of today’s dominant ensembles of actors”. 

Thus, “progress” can be defined as “a process of system changes regulated according to a 
subjective goal-setting, their assessment scale and criteria being equally subjective”.  

The progress assessment discussion has been strongly influenced by the definition of “progress as 
freedom” formulated by the Nobel Prize winner Amartya Sen, the author of “welfare economics”. 

It should be pointed out that Sen’s well-known definition of “freedom” as “awareness of 
opportunities for self-realization” is substantially different from Friedrich Engels’ “freedom as awareness 
of necessity” definition. 

Thereupon it is deemed productive to understand “freedom” as a symbiosis between necessity and 
opportunity, which corresponds to the interpretation of capability as development capacity. 

It is capabilities that we can try to measure. Measuring progress through the development 
capabilities assessment involves assessment of the effectiveness of the entire system of managing social 
and economic development, including its objects, processes and  apparatus.  

One of the assessment criteria  can be the principle of “equal capacity of satisfaction” proposed 
by Lionel Robbins back in 1935. 

Depending on scenario choice, development outcomes may  vary from degradation to 
modernization. 
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Selecting social and economic development capabilities as objects for measuring progress is also 
deemed productive due to a number of methodological and practical opportunities for implementation of 
modern system analysis technologies.  

In particular, the advantage of the economic and social capabilities concept is its additivity and 
scalability, which makes it possible to apply the capabilities concept to an isolated value adding 
component, to enterprise, industry, or a national economy as a whole. 

Capability as the accumulated ability of a system to achieve selected goals can be measured and 
assessed, for instance, by the  resource use efficiency or by the size of actual economic strength (GNP). 

Assessment can be applied to both aggregate economic potential and its components, including 
actual (economic strength) and potential capabilities.  

Equally improtant is the correct choice of progress metrics, including selection of scales for 
assessing results of socio-economic systems transformation and their capabilities. 

The concepts and dataware for control of Business Enterprise Architectures (BEA) and 
capabilities, which have been developed in recent years make it possible to aggregate the metrics of 
progress measuring area and open up possibilities for visualizing results of planning (2D), programming 
(3D), and architecture control (4D) in the multidimensional space of development capabilities KNIs. 

In the framework of the capabilities control concept, the key capabilities are usually those that 
characterize the ability and readiness of a system to achieve goals the outsourcing of which is not 
appropriate, for example, defence, economic competitiveness, viability capabilities, etc.   

Capabilities, in their turn, may be disaggregated into key  development assets such as human 
capital, tangible and intangible assets, and implemented processes.   

Thus, we can single out indicators of the state of key assets, capabilities indicators and 
development goals achievement indicators, which can be viewed as key progress indicators. 

A separate conceptual problem is a paradigm for securing a growth of aggregate social and 
economic capabilities in the context of simultaneous implementation of a policy to stimulate competition 
as a source of innovation and progress motivation, on the one hand, and a co-evolutionary development 
strategy through converging results of successful social and economic experiments, on the other hand. 

Evidently, the maximum synergetic effect can be achieved by harmonizing the possibilities 
offered by both strategies through productive division of competencies and balancing missions, strategic 
and tactical goals through purposeful formation of a network-type architecture for socio-economic 
relations. 

The capability to promptly manoeuver assets to concentrate resources in the right place at the 
right time for ensuring competitiveness, security and stability of development processes requires a well-
developed reference information model. 

As a result of its efforts, the INTOSAI Working Group has proposed architecture of a reference 
information model of progress which is adjusted for the KNI hierarchy, including indicators of 
development goals, capabilities, assets and risks. The corresponding KNI audit architecture is shown in 
the figure. 

The multitude of KNI can be divided into clusters with different ratio scales, including: 

development goal cluster; 

capabilities cluster; 

key assets cluster; 

risk cluster, etc. 

In particular, the cluster of strategic goal indicators can reflect quantitative or qualitative 
assessments of success in implementation of strategic goals or doctrines, including quantitative 
assessments of feasibility and effectiveness or possibilities of colour-coding result quality. 
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One example is colour-coded matrices reflecting the degree of goal achievement in key 
development areas and assessment of efficiency by performance audit methods.  

The cluster of capability assessments reflecting a system’s ability and readiness to achieve goals, 
along with traditional indices of competition and defence capabilities and other quantitative indicators, 
may also include qualitative assessments of capabilities. An example of this is the 3-D representation of 
competitiveness indices in accordance with the methodology and data of the Davos forum. 

The cluster of key assets indicators which form development capabilities may also comprise 
quantitative and qualitative assessments of resource use efficiency, including possibilities of modern audit 
methods. 

However there is still a knotty problem of coordinating KNI scales and separate clusters, taking 
into consideration the problem of transparency of national statistics and development metrics. 

In particular, the clusters of assessments of competence (impact) centre efficiency and system 
development scenarios (alternatives) can be viewed as spheres for forming various scales of relationships 
between KNI in different clusters. The upper stratum contains a description of basic values and strategic 
development goals (the matrix of values and development goals). 

The task of assessing scenarios and development vectors requires common metrics. This purpose 
can be served by the metrics of Business Enterprise Architecture (BEA) or analogous metrics that use 
scales for assessment of material and non-material assets, implementation processes and human capital as 
unit vectors.  

In particular, the space of development capability assessment can be presented as metrics 
reflecting differentiated key assets indicators and showing countries with high, medium and low 
development capabilities. 

In practice, however, assessment of development scenarios is complicated by problems with 
transparency of national metrics and universality of national priorities and values.  

Transparency is also needed for implementation of large-scale transnational projects, where 
partners must be confident of the parties’ ability to function. 

Selection of KNI that adequately reflect the content and state of entities in each of the strata is an 
extremely difficult task that requires to consider benefits, opportunities and costs in the political, 
economic, social and other spheres of development. This task cannot be successfully accomplished with 
the use of human psychophysical capabilities alone. There is a need for maximum use of modern 
information technologies and resources. 

Another extremely difficult problem is correct visualization and assessment of audit based on 
KNI results. 

As part of the project we have developed and tested a number of information technologies 
allowing to visualize the efficiency in the context of multidimensional KNI assessments and for audit of 
large-scale investment projects with underdetermined conditions and initial data. 

The results of this work have been scientifically and practically tested at authoritative 
international forums and in the course of audits. Some of the results are presented to you today. 

This concludes my report. I thank you for your attention and patience and look forward to your 
response.  

 


