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As a contribution to the discussion at the ACC Task Force on
Long-term Development Objectives scheduled for November 1681 UNIDC
prepared and submitted a ctaper on "Monitoring Industrialization in
the Third Development Decade”. The present paper was preparel as
an additional contribution to the discussions of the ACC Task Force
and is a comment on the background documentation "Scme Considerations
on Indicate=s" and the accompanying "Annex” presented for discussion
by the ILO.



s trmm A amad Al Jwm3S b o - : - f Al - arT o)

LaS W3S I 38C81CL LTIl aNlTrs Cr SCCLC 2Cconlic Lnlilgllre, i.sgl
2a a wmag™a S Smm n *h cev~ afaneTA £ - - is ‘o ~gsice — S
(=] e8ns QI ‘.JC\.‘S_-A:’ on The s&glTLlsiallilfl Cl Thne 7eeds I0r T&asic 5\.4\.4\..5

international crganizations in recent years, and the provision of a set

fa

The use of SEIs for purposes of comparing macro-level socio-

aconczic development requires, however, paying careful attention to

the relevant methodology. This document exgpands on the ILO's contri-
tuticn to Agenda item 1,2, presents z prief review of several major
probler areas, and trpen gives suggestions for the operational use of

SEIs. This allows the selection of an acceptable set of SEIs, and a
procedure is then suggested for reducing the acceptable set of indi-
cators to a smalier set that can be usea for purposes of analysis and
evaluation. The paper then coucludes with a number of specific comments on
“he ILO documents.

Selecting sccio-e icmic Indicators
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The fundamental problem in using socio-economic indicators for
1o0licy analysis 1s the choice of indicators - a problem caused by the
fact that both the quelity and the quantity of data in general are
markedly inferior to that availsble in natiomal inccme accounting, as
well as by the fact that there exists no one unigue and widel; z~cepted
set of indicators or aggregate indicator which addresses the issue in its

entirecy.

A flowchart of the procedurs for selecting indicators is illus-
tratrd below, the Ley stage being the a priori determination of the
"gor.l areas', an a pricri delineastion based on economic theory and
the dractice ¥ economic development of what one ccnceives of as the
sphere of activities one is attempting to compare, Casting the net
for specific indicators as wide as possible, given certain reservations
on similarity of quality, etc., is a very reasonatle procedure; but
it does not discount the arguments for a priori choice following a

necedure sach as +hat illiustrated.
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“he Zesired pattern of balance among socio-economic areas should be
.mposed tefore specific indicators are chosen. Tais would then (a)
insure that en attemot had been made frog the cutset to cover all
facets of development and [b) point out just those ereas in wrich
existing "short-term"
vaper.

EXAMINATION of prevailing

soclal, political end

economic Zevelopment theory
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DETERMINATION of gcal arees
SELECTION of specific goals

DECISION on a set of specific
indicators chosen from the

acceptatle set

Gelecting socio-economic indicators tc analyze socio-economic development

The first step in attempting to answer the guestion of "wha* will
be monitored?" posed in the fiist section of the ILO paper is to specify
a set of "goal areas”, or areas of hightened conceru, for the piocess
of .ocio-economic detvziopment. The Annex to the paper 'Some Cons®dera-

A

+ions on Indicators" suggested five such goal areas: employment,
income, buman resou.ce development training, conditions of work, and

participation.

The set of five gosl areas set cut in the Annex %tc¢ the ILO paper
clearly falls short of encompassing the totality of socio-economic
development. But it is not proposed to decide upon the determination
of the apnropriate set of goal areas (and of an allied z:t ol indicato.s)

here, thcugh i+ clearly i35 a very relevant item for congiizration by



La)

internaticnal tcdies and naticnzl authorities. What is zeing proposed,
newever, is a set of methodological consideraticns thaet Tust te examined
the intermaticnal comrunity is to move towards some agreed iist of
‘'specific goals" and "specific indicateors”, fcr
use in the examiraticn of the develorment rrocess. Any one stecific
revresentation of the multi-faceted develcpment ovrecess coulid clearly

be guestioned. and therefcre there must te a prociss of intermational

discussion and cecnsideraticon of the avpropriate zcal arcas.

The goal areas ck~<en should be brcad enough tc stay constant as
develorment proceeds over & fairly broed range, while the "specific
goal" that is most relevant may change mora frequently. "Specific
indicators” will in turn change with changes in the availability of
data, developments in its measurement, and the overcoming cf problems

of econcmic and statistical interpretation.

Specific goals and specific indicaters represent a translation
from the generic commodity requirements of planners and decision-
makers to characteristic requirements. Since ccmmodity needs are
mainly determined by characteristic reguirements, it is desirabtle tc

pecify indicators whereever pcssible in terms of characteristics
(e.g., calories and proteins) rather than commodities (e.g., rice,

fish and meat).

Moreover, a serious attempt should also be made to express ail
indicators in non-.onetary terms. The problems that would be added
to any analysis ty including uwonetary considerations are numerous, and
one ¢ould only mention that any expenditure indicator is at least
pertially a function of the efficiency of the market (if it is pri-
vately produced), of the pricing policics of public enterprises (if
it is publicly produced), and or the State's policy on deficit spending
and subsidisation, as well as of the satisfaction of the given goal

area ner ce (This point has, however, not been reflected in the lists

0f irdicators given by the ILO in the Annex raper.)



Heving, on the basis cf internatioaal discussion, singled out gcal
areas, the analysis next reguires that these goal areas be specified
in more detail according to their main characteristics. The }. ilae
consideration in moving to the selection of the core btundles of specific
goals, and then on to specific indicators, is that the specific goals

reflect the concept contained in the goal area.

As the ILO paper clearly stated, the reality of the data situation
is that there are a number of specific goals that would meet this and
other requirements, but f._. which data simply are not availasble. Thus,
the goal area of social amenities is almost always omitted from any
attempt at policy analysis using swcial indicators simply because of
the lack of widely available data.

A key vcint which this paper wishes to make, however, is that the
data problems associated with social indicators extend well beyond the
question of data availability discussed in 'Some Consideration on
Indicators'; and that problems of the measurability of specific indi-
cators, when at leaz*® minimally acceptable data are available, also
evtend aprreciably L2,.or . straightforward problems in data handiling.
They may irclude tlLe fa % that different measures are used for a specific
indicator to reflect the same goal area and specific goal (televisioa
licences and television receivers). A more difficult problem is
that the social, cullural and historical development of a given country
as well as its geographical and topologizal specifities may mean
that a concept like, for example, urban area, basic to a number of

socio-cconomic iadicators, does not have a univerally agreed definitiorn.

Another problem is the question of measuring efforts or results.
In the discussion on acceptable indications, the ILO background docu-
mentation (p.2) arcues strongly that only output iandicators - and not
input indicators - would be emplocyed. Thus for the goal area of edu-
caticn, one would consider including the literacy rate, but would not

consifer the primary education enrollment ratio.




Focusing exclusively on output indicators has the distinct advantage
that it does not require the assumption that there exists an universal
relationship tetween the impact of efforts (inputs} on desired results
(cutputs). That is, for example, that an increaese in the number of
medical doctors per thousand of the population necessarily contributes
to an improvement in the health c¢f a given community. Having said
this, one must clearly note that the exclusive use of output indicators
is no better than the use of input indicators in dealing with the crucial

questions of the distribution of this increased heelth care among income

groups of the population; or with the equally important questicn of

the degree o«f access of the (rural) population to the service.

Moreover, there are a number of reasons to feel that input indicators
should 2lso be includec in the set of indicators used to measure, analyze
and evaluate the resvits of the development process. The firsc is that
oucput indicators way sinply not be available to capture all of the
required dimensions of development; or at least may be judgec inferior
in quality to the available input indicators. One example here is the
key goal area of health, where measurement of the output of health is
very difficult. In this case one may well prefer a precise and well
Gefined input measure to an output measure that is statistically (and

conceptually) weak and much less precise.

Allied to the question of availability is the fact that some output
indicators - e.g., literacy - are only available at very irregular inter-
vals on the basis of nation-wide surveys, where the corresponding input
indicators are available on a regular basis. The exclusive reliance
on the use of output indicators wculd mean veing forced to use the re-
sults of surveys of oftea very different years in comperative inter-
national studies, whereas input data would have been available for the
same year for all countries. Further, given that what one is attempting
to assess 1s the very long-term process of industrirclizati< 1 and develop-
ment, input indicators have the advantage thet their uge allows a fore-
cast of the offect that the current jprocess of induscrialization will
have on a given dimansion.of socio-economic development several years
in the future, as opposed to tne pizture of the current state of develon-

ment tnat an output indicator would deliver.
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The use of input indicators - which could also be called policy
indicaters - also has the distinct advantage of focusing much more
jirectly cn the compositicn cf oroduction, and therefore mere clearly

nighlighting imbalances and irad->quacies in specific socio-economic

3

spheres. is is perticularly relevant in policy-orienteé analysis,
since evaluations employing such poliecy indicators give the policy
zaker direct information in which specific areas social and economic

policy must be oriented.

A more gensral point is tha. the use of output indicators implies
a demand-oriented approach to the question of the satisfaciton of basic
social and economic needs, whereas in a number cf areas the relevant
consideration may be the supply side. Thus, a given level of income
or employment cannot, in a shortage economy, be taken as necessarily
saying anything about the relative degree of satisfaction of basic
social needs in the area of nutrition, health, housing or :lothing, fur
example, whereas Zoctcss per thousand of the population or square meters

of dwelling space per inhabitant would.

As a general proposition, the nature of *the measuremernt problems
encountered for all types of indicators is such as to counsel against
giving excessive importance to small changes in specific indicators,
since internationsl programmes of collecting and prccessing data on
social ani eccnomic indicators are mere -nfants when compared with
similar programmes for nationel accounts statistics. And these im-
precisions exist even without the introduction of the ILO's proposals

for 'quict monitoring', 'impressionistic views', and 'informers'.

Even when a given specific indicator belcigs to the set of avail-
able, measurable, and socially desirable indicators, its inclusion in
policy analyses may be questionable both on grounds of its economic
interpretation and its statistical reliability. Thus when a variable
can asswume a rather broad range of values in the cross-section analy-
sis being undertaken, equal marginal increares in the specific indicator
may well have a different interpretation in termc of the goal ares
depending on the absoiute level of the specific indicator. Thus, in
the case of the per capita daily caloric intake, increases in the
value of the indicator are sometimes more a reflection of the (lack of)
availability cf sufficient quantities of prctein-rich foods than it is
of an increase in the degree of satisfaction of the nutritional re-

guirements of society.




A further prohlem with svecific indicators
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szle, measuratle, and socially desirgble Indicators, is that countries
«wi%h higher income level na, well exhipit actual decreases in the level
c? consumption, and hence in the value of the indicater, because the
zcod comes to be seen a3 Inferior. Such indicators must therefore be
excluded form the analysic since beycnd a given point they lose their

validity as mirrors of socic.- . nomic welfare.

If one were to irclude indicators such as income distribution, the
fact that the relationship between increasing equelity in income dis-
- tribution and increases in sccio-economic welfare is not a2 monitoni-
cally increasing oune, and that income distribtution most probubly has
a global optimum, means that such an indicator must also be excluded

from the analysis.

The sezond basis for reservations on specific indicators which are
available, measurable, and socially desirable relates to possible
orchlems in their statistical interpretaticn: e.g., 2 comparison of
the value of speci- ‘¢ indicators between countries may fail to correctly
reflect differences in attainment ir this zZoal area between countries
tecause of the overriding Importance of some third variable, the value
o which varies considerably between countries. If it is accepted
that a basic principle governiug the inclusion of specifi~ inaicator:
is the degree to which they reflect the corresponding goal area, then
any indicators which appear to be subject to such third variable in-

fiuence should ne excluded.
Selecting a reduced set of indicators

For purposes of comparing and analyzing social and ezonomic de-
velopment, cne requires that a subset of the socially desirable,
arailatle, measurable, and economically and socially acceptable indi-
cators be cnosen that is large enough to capture the different facets

£ the process of socio-economic developmer* and its goals a’. a given
time, while small enough to allow one to readily comprehend the to-

tality of the devalopment picture.

Wichin a given goal area a precise statement as to which is the
ccrrect specific goal end specific indicator is immossitle, and is,
amcng other things, 2 function or the general level of development of
' country. Thus, the primary education egrolment ratio may well be
izemed aprropriate for Bangladesh, while in southarn EZurope the

rrimary rlus secondary earolnent ratio may well b2 the most




zrropriate inrul indlicator. 3oth vecause it is broader in its coverage
and because it is an output indicator it may bte deemed rreferable to use
the literacy rate as the specific indicator in this area, 3ut it would
also be relevant *o incluce some measure of the appropriate educational
structure a2s well as emwollment figures to give a2 longer-term perspective.
Clearly no one given indicator will capture all the dimensions of a given

goal area.

In selecting specific indiecators for inclusion in the evaluation
criterion it must be realized that attainment of 2 high value on any
one indicator is of*en the consequence of the interaction of a number
of social and economic forces (including other specific goals). Myrdal
spoke of a 'cumulative social causation' among different aspects of ihe
goal area health. 7For social ind cators generally, one could speak of
a cumulative social and eccnomic causation typified by the interdepen-
dent causation hetween poverty, malnutrition, ~ickness and education.
Recognition of this interdependence of goal arees; and of specific
indicators is in turn the basis for the following proposals for se-

lecting the most appropriate specific indicators.

One could propose vo select thz one specific indicator for each
goal area for which acceptable indicators are availablz that best
captures the goal area aud the specific goal. Given that several
alternative specific indicators are available for the given goal area
and specific goal and that a2ll are a priori acceptable, the specific
indicator chosen should be the one with the highest degree of correla.-
tion with all of the available indicators for the given spe:ific goal.
It is not acceptable, however, t¢ apply this or any .imilar statisti-
cal technigue to the choice of the goal areas to be used to evaluate
“he development process. In other words, one does not wish to use
as a basis for inclusion those indicators that have the highest
correletion coefiicient with all indicators from all goal areas. Nor
does one wish to include all those indicators which have a minimal
degree of correlation with the per capita GDP as measured by nationsl
accounts statistics. The first militates against a comprehensive view

of socio-economic develovment and the second represents a U-turn in
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ion of =he identification of growth with development.




As 2 simple example of the kiné of p-coblem that can arise, one notes
tha* the first idnicator suggested for ths goal area of inceme in the ILO
Lnrex s 'the amount of resources devoted to measures for raising the
zrcductivity of workers in low-productivity sectors’, while the first
indicator given for thke goal area of human resources development and
training is 'the gr. ss gocvermment expenditure on training programmes’.

ithough it need not be the case, it is very possible that these two
magnitudes will be very highly correlated; and that therefore it will
not e clear which dimension of the process of socio-economic develop-
ment is Being measured and evaluated when either of these specific

indicators are included.

For the purpose of analysis, the goal areas are given ané statisti-
cal techniques are applied to data for all the countries taken tngether
only %o determire tae best measure for each goal to be used in “he zanal-
ysis. The —eliance of the statistical analysis on past development
in the countries to choose the best measure for 2 given goal aree is
a’ceptadle, whereas in choosing the gcel areas themselves it :1s inherent
in the nature of the evaluation process that the objectives on which
the evaluation is to be based may well differ from the objectives that

have Been rpursued in p-evious years.

Following this procedure, one can generate a reduced set of indi-
cators thet capture some’hing approaching the totality of tn. develop-
ment process. But it is crucial to note that it has bteen shown here
the process by which this reduced set of indicators was derived is
arpraciably more complicated than simply asking whether or not data

on the indicator are available.
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Commernts on the ILD Paper

The consideraticns discussed above have teen of 2 general methodologi-
cal nature and have related to questions posed in the ILO's cortribution
tc Agenda item 1,2. In this final sectica the discussicn will now turn to
comments of a more specific nature stimulated directly by the paper "Some

Considerations on Indicators" and its Annex.

One major problem in the use of social and ecoromic indicators is
the inclusion in the basic needs appror .h, as adopted at the 1976
World Employment Conference, of non-meterial nzeds such as sasic human
rights, social justice, and equity. No mstter how basic these needs or
rights may be, it is arguable thet rastricting the purview to only
material goods 2nd services would allow one to contain the aralysis
within the framework of positive economics. Excludirg non-materia .
needs wourd have the not unimportant implicition that the choice of
indicators could he jased orn more or less objective data, something
toat is very difficult with indicators for nca-material needs. In this
respect we must question the extent to which & socio-political objective
such as "participation” (Annex pages viii-ix) properly belongs to a set
of socio-economic iadicatores d2signed to evaluate the end of the process
of industrialization and d4evelopment.

It is irberenc in the concept of ucing a set of indicators such
as those presented in the Annex to the paper to mirror che development
process that the indicators should be conceived of as a 'mified whole,
since they are, by definition, to represent the entirety »f the socio-
economic development process. This fact must be kept in mind when
considering the indicators presented in the Annex, since they are said
to have been 'formulated indeperdently' ("Some consideratiors on Indi-
cators”", page 3, paragraph 3, lines 8-9) and therefore caunot be taken

as encapsulating the entire process of socic-economic development.

In copening the discussion on the question of 'are appropriate indi-
catorsg available?’, the discussion document lamented tne fact that there
wvere often very long delays betseen the time of the collection and the

effective availability of the data. We would like to second this




concern expressed here, and add menticn of an article in the July number

of World Develovment”™ where the implications of the lack of comparability

of datae (in terms of the year in which it was collected) across countries
on the literacy rate used in the calculation cf the Physical Quality of
LiTe Index (PQLI) were investigated, and the conclusion drawn that in a
number of cases the aifferences that were originaily found in PQLIs for
different countries did not represent a fundamental difference in levels
of development at all, but merely a lack of cvomparability in the data

émployed.

Given the fact that "short-term" indicators are not available for
the majority of countries for a number of the indicators one would wish
to investigate, as well as data problems such as those discussed in the
ILC discussion paper, in the companion UNIDO paper and in the paragragh
above, it is our view that there is little ground for expecting that
there will =2xist possibilities for the "quick monitoring of recent
development" as discussed in the ILO paper (page 3, last paragraph).
Such develorments would require a very major internmational undertaking
in the statistical area and the expenditure that would be required to
develop the facility for "quick monitoring” at the +“nternational level
would be very large. For the present the relevant frame of reference
for social and economic indicators is rather for the analysis of medium-

and long-term trends in socio-economic develovment.

Given the view that the relevant time frame for the use of the
indicators that are readily aveilable today is for the analysis of
medium- and long-term trends in socio-economic development, this does
not mean that one would automatically endorse the view put forward in
the paper for the international community to begin to use "impression-
istic views" from the media as an aid in short-term analyses. It is
absolutely crucial that the international organizations, if they are
to function effectively, maintain a solid reputation for the analytical

and intellectual quality of their output. Given the discursion both

* 3Brodsky, David A. /UNCTAD / and Dani Rodrik, "Indicators of Develop-
ment end Data Availability: The Case of the PQLI", World Development
X/7 (July 1981), 695-699.




in the ILO discussion document and in the companion UNIDC paper on
methodological and data protlems &and on the effects of employing me-
+thodologically inconsistent data or data that is not strictly com- .
parable in analyses using social and economic indicators, such a pro-

posal (of using "impressionistic views") should not be seriously

entertained.

The same judgement would have to be made of the suggesiion in the
following paragraph of the paper (i.e., page last paragraph) that use
be made of a series of "informers" to provide data on the current values
of such indicators. Giver the need to make large samples to get accurate
results, and given the fact that the typical annual change in a given
indicator will normally be & very small number (which ad hoc observation
would certainally not be able to detect), then such a suggestion would
run totally counter to attempts to maintain a stendard of respected quan-

titative analyses.

There is absolutely no question that more methodolugical work must
be done in the area of social and economic indicators and that every
effort should be made to have rcudy access to the most recent possible
data, consistent with the stanéerds of quality of statistical data
that were discussed in points 5 and 6 above. This is particularly
true with regard to output indicatcrs,which the ILO - quite rightly -
considers very important. But there is also the pressing need to
USE socio-ecomomic indicatocs in analyses of the development process.
Take for example the World Develovment Report of the World Bank.

When we examine the Annex on Vorld Development [ndicetors, we find,

for example, that the ranking of countries used throughout the Annex
is on per capita GNP (page 132). As a first step in intrcducing more .

appropriate aggregate measures one could suggest making use of the
work of Kravis et al. on re-pricing, this presumably being part of the
work referred to on the first page of the ILO paper when mention is
made of 'adjustment of GNP'.
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3ut & further development that one would ver, much wish tc propose,
aad which is directly relevant to our discussions here, woula te the
much greater use of social and economic indicators as key elements in
+he analysis and evalustion cf natiocnal ccoaomic policies (and not
merely as secondary or tertiary considerations stuck on at the end of

a traditional national accounts analysis).

A final point concerns the relationship between industrialization
and basic needs, 2 guestion which tskes on a particular imrortauce be-

cause a . ecent article in th2 ILO's International Labour Review* sug-

gest. that there was nro correlatior heftween industrialization and a
selection of basic needs in developing countries. Examination of this
study suggests Lhat there are three methodological aspects which,

were tbey altered, might well generate vositive results as to the relation-

ship between industrieslization end sccio-economic development.

First, instead of comparing manufacturing output and basic needs Jor
the same time period, a time lag could be irtrcduced to take account
of the time needed for the henefits of the industrialization process to
work their way through the society. Secondly, the sample of developing
countries used by the ILO could be replaced by the population cf all
countries, and then by the vopulation of developing countries; and,
thirdly,the eoxamination could b2 done using the value of marufacturing and
the value of specific indicators, rather than in terms of growth rates of

thes: magnitudes.

Meking tnese methodological alterations, and particulerly intro-
ducing the time dimension of the process of socic-economic develcpment
into the analysis, tne acceleration of ipdustrialization may well be
seen to be a means, at the internatioral level, for attaining the

objective of improving the provision of basic needs at the national level.

Van der Hoeven, Rolph Zflq;7,"amployment, Basic Needs and Industrializati 'n:
some Reflections on the Lima Target”, International Lebcur Review CXIX/L
(July-August 1981), L39-L53,







