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Issues on the role of statistics in global economic crisis

The recent economic crisis is unique in that the global economic
system including developed countries, developing countries and

in-transition countries is being affected by the recession.

The role of the statistical system, with respect to analysing current
situations and measuring the impacts, is being challenged and questioned.
However, the shortage of related statistics may be a partial reason for the

current economic crisis.

A top priority must be given to how we measure economic
transactions that are otherwise rarely captured by the existing economic
indicators and compile them into indicators to analyze them. For example,
national or international trade of derivatives, monetary assets with foreign
exchange liquidity and real estate transactions have strong tendencies to

increase or decrease more globally due to their speculative features.

We need specific guidelines and standards for the concepts of the
above transactions and for the methodology of measures and indicators
involved with these, and they should be launched and guided by

international (monetary) organizations such as IMF and BIS.

While policy makers have been endeavoring to monitor newly
emerging financial transactions and products, relying on incomplete
indicators beyond the standards on statistics compilation has strong
possibilities of encountering various limitations in profiling the trends of
them and in analysing the impacts on the economy in connection with the

existing economic indicators.

We recommend that the developed countries including the USA,
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Europe and Japan that possess a multitude of experience in these
transactions, provide beneficially related practices and produce flash

indicators and indicator systems that are related to them.

With focus on the role of statistics, the international organizations
have made contributions to overcoming the global economic crisis and

their efforts deserve to be recognized.

We recommend that, even if an economic crisis is confined to a
nation or a region, incumbent countries construct the statistical indicators
for the related economic transactions and prepare manuals for concepts,
data collection and indicator compilation of them in order to proactively

deal with possible future crisis.

Also, we recommend that the international organizations archive
each nation’s experiences and practices about crisis strategies, as well as
disseminate relevant documents including indicators and analysis reports
that the statistical organization of other countries can utilize. We believe a
series of these activities will contribute to the sustainable development of

statistics.
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The roots of the recent economic recession lie outside the realm of
statistical insufficiencies and can be traced to the global financial sector

which has severely impacted the real economy.

We are able to analyze an economic crisis by using statistics but it
is extremely difficult to identify a crisis in order to prevent it from

occurring.

It is necessary to develop broad composite indicators which cover
the financial market and real economy so that we would be able to

precisely recognize a future economic situation.

For instance, if the status of a crisis in an influential economic
dimension such as finance, foreign exchange, natural resources, real estate
and employment were to be measured and compiled into indicators, those
indicators would be very helpful in  proactively recognizing a critical

economic situation.

We believe that indicators of the status of crisis can assist us in
grasping the size and speed of a relevant crisis and determine the scale of

necessary policies.

It is necessary to proactively prepare for a crisis, and at the same
time, we need to precisely recognize the time frame in which an exit plan

should be implemented for the management of the post-crisis.

In addition, an increase of interest rates and absorption of liquidity
are required for the financial and economic situation to get back on track.
If we are unable to implement a timely exit-plan, another financial crisis is

likely to emerge again.
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Korea's distinctiveness in the impact of financial crisis

Korea has been engulfed in a financial crisis which started in the
summer of 2008. However, from the second half of 2008, Korea hit a
historically high record in the current account of March 2009, largely due
to the decrease of oil prices and rise in the Korean exchange rate from
March 2009, but the performance is being assessed as a ’depression-type

black ink” due to the bigger reduction of imports than exports.

Necessity for developing indicators to properly represent market prices

Residential property prices had steadily increased prior to the
financial crisis, but have since plunged. The decrease of housing prices
triggered the development of indicators to represent the "actual house
transaction prices", which were necessary during the price increase period.
However, the indicators of actual house transaction prices are insufficient to

accurately reflect the Korean housing market trend.

Difficulties in policy-making for reducing the gap between rich and
poor derived from the crisis

Recently the high income layers have recovered most of their asset
losses with rises in stock prices and real estate prices; while the low
income layers remain mired in property loss. Recognizing the seriousness of
the gap between the rich and poor resulted from the banking crisis, the
Korean government is trying to control overflowing liquidity from
streaming into the speculation markets, but had difficulties in creating
efficient policies as the actual economy is not conducive to absorbing
liquidity.
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As the OECD report pointed out, 1 entirely agree that the most
challenging issues of the OECD’s ‘Government at a Glance’ project are to
prudently define the government domain reasonably and to collect
internationally = standardized and comparative data from individual

countries.

Firstly, the government domain in the OECD project includes the
public sector defined in the SNA, which consists of the general
government and public corporations, and the private sector funded by the
general government to produce public goods and services. However, there
seems to be a significant gap between this OECD definition on
government domain and the statistical circumstances of Korea in which we

are unable to compile public sector data at the present.

Secondly, the project requires large amounts of data for the
institutional sectors of the general government, Classification of the
Functions of Government(COFOG) level I and II data, supply and use
tables of general government. But fortunately, I think that through some
supplementary surveys, the Bank of Korea can provide Korean national

accounts data, which mostly meets the requirements of the OECD project.

Finally, I think that enhancing the international comparability of
government indicators is key to the success of this OECD project.
Consequently, I think that the OECD should give a top priority to the

education of data providers in national statistics offices.
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It is well known that GDP is a wuseful tool for measuring
production activities and economic conditions, while it has the limits as an
indicator of economic performance and social progress. With this in mind,
I think that a portion of the contents of the report of the Stiglitz

Commission reiterates previously identified information.

Actually, the key issues that the report points out, such as the
limits of GDP, sustainable growth and environment, can be solved to
some extent by using various income indicators like GNI, NNI and NDI
or compiling ’integrated environmental and economic accounts” within the
1993 SNA. In addition, it is very difficult to estimate the quality of life or
well-being within the framework of the SNA, because quality of life(QOL)
is determined by such factors as psychological and environmental factors,

social equality, and wealth.

However, in order to reduce the gap between the economic
indicators and general perceptions as well as to enhance the usefulness of
GDP statistics, it is necessary to review some feasible issues selected from
the recommendations of the Stiglitz Commission. And I think that it
would be desirable to commit this work to “the Global Project on
Measuring the Progress of Societies” of the OECD so as to avoid

duplication of efforts.
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Appreciation of the ongoing project

The recent economic crisis raises fundamental questions that we
regard as a very timely and core issue in our global society of the 21°
century.

This initiative, launched with timeliness and suitability in 2008,
needs more attention and it is a good indication that the issues such as
social progress, quality of life, and well-being concern us again.

The measurement of social progress, an ambitious project of the
OECD, is proceeding without delay in structuring its organization and
work procedure. We consider its systemic work process very efficient.

Our concerns and activities

The efforts to measure social progress is drawing a lot of attention
from OECD countries as well as in Korea, and the relevant researches are
actively under way.

We published "Korean Social Trends 2008" for the first time in 2008,
and we have a plan to produce the social report annually. In addition, the
national symposium entitled ‘Korean social trends and quality of life’ for

domestic sociologists was held in April of 2009 with the assistance with
the KNSO.

The coming 3 OECD World Forum will provide a good
opportunity to focus more attention on social progress and quality of life.

We continue to monitor the reports of CMEPSP and the results of
the OECD social progress measuring project, and we are scheduled to
implement research for the revision of the social indicator system
dependent on the outcomes.
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Comparison of CMEPSP and OECD Global Project

Both the CMEPSP and the OECD Global Project have common
concerns in the areas of personal well-being (or quality of life),
institutional environment and sustainable development of environment and
focus on them.

These two initiatives are also concerned with the well-being of
future generations, as well as current generation in the context of
sustainability.

We anticipate that the research of the CMEPSP and OECD Global
Project will provide a complementary cooperation guideline for the
measurement of social progress in the 21st century.

Recommendation for further review

We need to systematically refer to the discussions about quality of
society that are in line with the concept of social cohesion proposed
within the social indicator system of the EU (Berger-Schmitt and Noll,
2000).

The CMEPSP’s approach to quality of life is more involved with the
environmental dimension in that it seems to have more personal

perspective than societal perspective.

Also, we need to specifically elicit concerns with respect to social
exclusion, social solidarity, and social capital.
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The gap between the statistical measure of living standards and
people’s perceptions about them appears to be more pronounced today
than in the past. In order to cope with this phenomena, CMEPSP is
developing indicators which may provide a better description of the various
dimensions of well-being. We enthusiastically support the object and direction
of this CMEPSP’ research and OECD-hosted Global Project on "Measuring the
Progress of Societies".

The KNSO developed indicators for ‘Quality of Life * in 2008 to join
the trend of the latest OECD. The indicators for 'Quality of Life * are made
up of 10 factors that can be measured through 80 objective and 27
subjective forms of data.

Lack of energy resources and climatic change will have a dramatic
effect on our lives in the future. To face these matters, it is necessary for
the OECD to develop indicators on natural environment for gauging

sustainability of the natural environment.

Sustainability can be approached by three directions; individual,
system and environment. However, the environment is the most
important factor among them. At the same time, sustainability is considered a
part of the well-being of future generations unlike 'GDP or 'Quality of life".
Therefore, the present generations are urged to pay special attention to

environmental indicators for future generations.

Now, we have difficulties in the material measurement of a variety of
social capital that has to precede the development of a new GDP as a
comprehensive concept of "sustainable and equitable well-being". It is time to
thoroughly examine the joint plan in which OECD members research concrete
calculation methods of the social capital together in ad-hoc expert groups
and task-forces to be established in the future.
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Support the OECD global project via the 3 OECD World Forum

The progress of society is a new political and cultural
paradigm in the context of economy, society and environment and

the global community has a responsibility to advance and share it.

The KNSO will do it its utmost in assisting subsidiary exhibitions
and sessions so that the 3 forum will provide an opportunity to
re-establish the concept of social progress and an arena for nations and
international organization to express their resolution for participation in

developing and measuring relevant indicators

Participation in the network of the Global Project on Measuring the
Progress of Societies

The KNSO is going to be part of the network of the Global Project
on Measuring the Progress of Societies to coincide with the global efforts of

the development of social progress indicators.

- Participation as an appropriate constituent - as a partner, an associate or
a correspondent - in the network.
- It is necessary to elaborate the role of the KNSO with reference to

participating type and entities.
We can be a financial supporter or a common researcher and the

potential participating entities can include the KNSO, the Statistics

Research Institute or private sector.
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I highly appreciate the effort of the OECD and their endeavor to
measure human capital, which is one of the main determinants for
sustainable growth, through a consistent and internationally comparative
method.

I think that ’the discounted life-time income approach’, which
appears to be one of the basic approaches of this project, is a very sound
method from the point of feasibility and wusability. Furthermore, the
direction and blueprint of this work, such as finding the relation between
human capital framework and conventional economic accounts under the
System of National Accounts(SNA), identifying necessary data for human
capital accounts and publishing a handbook, seem to be very appropriate.

I hope this project will be a huge success and thrive in the future.

Regarding the participation in this consortium, it is very regrettable
that the Bank of Korea cannot join due to the constraint of personnel and
budget. However, we pledge to support the OECD’s work indirectly with

continuous interest and necessary data.
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The measurement of children’s well-being must cover both children
and their household because children’s well-being is affected by
household-related factors such as household characteristics and household
forms(the number of household members, parental employment,
single-parent and two-parent household, grandparent-grandchild household,
etc). Efforts should be made to include such factors in the children’s

well-being indicators framework.

The KNSO produces children’s well-being statistics on children ages
10-18 including children in need but such work is not related to overall
efforts to improve the social system which affects child welfare. Therefore,
it is necessary to produce the children’s welfare statistics in a broad sense
for all children(children in need, normal children and children under age
9).

We recommend that a culture & leisure-related indicator should be
added to the children’s well-being indicator of the UNCRC.
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As a first step in establishing child well-being indicators developed
for OECD countries, this report addresses questions and provides practical

answers clarifying child well-being and ways to measure.

The KNSO would like to know the reasons behind the OECD’s
need for a new framework for the child well-being instead of using the
measure of UNICEF. Four of the six dimensions in the OECD framework
are effectively the same as the UNICEF framework including material
well-being, educational well-being, health and safety and risk behaviors.
Two dimensions, housing and the environment and quality of school life
in the OECD indicators, differ from the UNICEF. However, as evident in
the league table of child well-being of 30 OECD countries (Table 1) and in
correlations between child well-being indicators (Table 5), the overall
country performance results are quite similar between material well-being
and housing and environment. Because there is a strong relationship
between them, children in poverty are more likely to have lived in poor
housing conditions and exposed poor local environmental conditions. We
know that the OECD indicators have strong policy focus and aid in
analyzing another side of child well-being , but one idea we should keep

in mind is that good indicators are mutually exclusive.

Another comment concerns improvement in the international
comparability of data. The best way to achieve the comparability of child
well-being data at the international level would be to inform the available
sources of data and harmonize definitions and classifications across
countries. In this report, Korea did not report data in two dimensions of
the OECD framework: housing and environment and quality of school life.
However, the KNSO believes that Korea possessed these data and could
have reported them if the OECD had provided information about the
proper source of data. For example, "overcrowding" data in housing and
environment condition dimension may be available in the Korean

Population and Housing Census while "local environment condition" data
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could be found in the Korean Survey of Living Conditions.

The OECD child well being indicators should present not only the
framework but clear definitions of core topic and data collection methods.
This report defined quality of school life as bullying and liking school.
Although the self-rated liking school indicator is a very simple concept,
questions vary from survey to survey. The self-rated liking school
indicator can be answered either on a five point-scale from '"like a lot "to
"dislike a lot", or simply "Yes" or "No". A national statistical office should
ask this question in the Social survey initially designed for general
population or in the special survey for children and women. Responses of
the self-rated question depend on how the question is asked and by

whom .

Finally, the KNSO recommends that the OECD should present the
best practices for gathering child well-being data. The objective of this
section would be to show the different approaches with their advantages
and disadvantages and guide countries to make the most beneficial choice

in accordance with their national circumstances.
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TR (MEP) S0 3lo1A A3} e 9B AT
TR g HFERS 78 St AYE B34 % (unbiased
estimate)g == F A= o= AHHI U=

1} Oliveira Martins, et al(1996)% Hall(1990)-=
M= mark-up o] o3 HAPZHo] g A
*mark-up< 7HA 3 A RIEHY zlo], & olaS YEHH E94A
AR stllME Fea() ol AT B s AZ(0)Y

E4AEA sl
o

ARSI 9

gojol Alxde 455 AHHE AN 42 PDBiol 23k MFP
g F4A, EU-KLEMSS] 734 stol X2l MFPAAH

ESAAA stAlAY mark-upd Aol &gt MFPA4LHY 4 23
Alale SRAFA 7HA stellAd A FHo] =4dZA ol
Aol FAHol Hls) HhF7E Y FS HAFa A=

OECD% 752 EU-KLEMSE <A4|3led OECD PDBi DB(AFEE A
B

4 dolEe] g AatnA 3

3 AADB)E ARFAFS ICTS HICTEOFR £
L. OECDA LA DB PDBies F
b2 49 —r7}7}7<1°ﬂ*1 HEAE=

0 b oo

o OECDA A £ =zisso] 2010d9] EUS &2 = /x4 odF
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OECD 4+¢¥ A A4 DB(PDBi)A 9] tid oA

A%d2 OECD4 PDBi WEAIES 542z A A
@3t OECD 277 = 3 ol dsl =g AY

r:i of

[ 3ol = FLAAMAAMEP)o] te AF7F gists F4o=
oFoAA gtol, A EE ATV AT R ek EW
X9 7 sto| A o] FolA sk

O 35 TS 290349 Agstel e Farkgrgel 43
A7} 203 o] Tl A, ol B EARI} B
A% BAHL BAFL AFHoT e ANY

(Zd 2k SAMNEYE AAFAA &4 A 717-0225)

The KNSO fully agree with the project of developing the OECD
Productivity Database by Industry(PDBi). Accordingly we will provide

cooperation if the OECD makes requests concerning the project.

In Korea, so far, numerous studies on  Multi-Factor
Productivity(MFP) have been conducted by scholars, especially in
universities, but almost of the studies have been done under the

assumption of perfect competition and constant returns to scale.

In the future we expect a large amount of studies on MFP under
the hypothesis of imperfect competition and non constant returns to scale
in Korea as well. If we confront the statistical needs related to the MFP

studies, we will actively respond to them.
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0 $AZ2A4 2 H4AE 23 % 14w

o1 %A, H34, Ax3 B4 & AE ; 2008. 3 ~ 2009. 6
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