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Globalisation of economic processes, technologieablution and cultural change must
be considered together to identify how the worldhsnging and how this change can
impact on the “statistical function” (not the pureduction of statistical figures) carried
out by national statistical offices (systems) amfinational/supranational organisations.
Therefore, hereafter we will use the term “glokatiisn” in a wide sense, to make

reference to all these aspects.

In the second section of this paper we will discwbere the valued added of statistics is
coming from, while in the third one we will see h@fobalisation can affect the way in
which this valued added is created. The fourthiseatill deal with the issue of trust in
official statistics and the fifth with the way inhich globalisation is modifying how
information is spread in society. In the sixth sattwe will discuss why statistics should

be relevant for all citizens.

Finally, the last two sections deal with the rigés official statistics due to globalisation
and with the need for national statistical offidtesbe more innovative and transform

themselves from “information providers” into “knaadge builders”.

1. Introduction”

One of the current “mantras” suggests that evergtm the economy and in the society
is changing because of globalisation. Therefore, @uld say that globalisation is also going to
change statistics. Of course, due to the increassullity of goods, services and people, as well
as to the bigger role of multinationals, the measwent of economic transactions within a country

and across countries has become more difficultragdires new tools (new surveys, access to

" | would like to thank Mattia Luca Gallotti and Mawe Breton for their help in preparing this paper.
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microdata, etc.). All these issues have been délmter the last ten years in several international
meetings and stimulated the update of statisticaiuals. But beyond that, is globalisation going
to influence the way in which the “statistical faion” is currently conceived? Is it going to

change the way in which official statistics is éved and its role in the sociely?

To answer these questions we should first agrewltat we mean by “globalisation”.

According to theODECD Handbook on Economic Globalisation Indicators

“the term ‘globalisation” has been widely used tcescribe the increasing
internationalisation of financial markets and of rketis for goods and services.
Globalisation refers above all to a dynamic andtiginhensional process of economic
integration whereby national resources become maock more internationally mobile
while national economies become increasingly impetdent ... In a globalising
economy, distances and national boundaries havaasilally diminished as most of the
obstacles to market access have been removed.idnglitbal market, multinational
enterprises (MNESs) are perceived to be a key vetttiaugh which globalisation has
occurred and continues to evolve. Thanks to inféiona and communication
technologies, firms continue to organise themselwds transnational networks in
response to intense international competition dme ieed for strategic interactions.
Despite the fact that economic integration is a idamt feature of globalisation, other
dimensions are also of significance, including tbecial, cultural, political and

institutional realms”.

Therefore, economic globalisation is process ¢hanot be analysed in isolation, without
considering the impact that information and comroation technologies (ICT), as well as social
and cultural changes, have produced on the econand/ the society. In other words,
globalisation of economic processes, technologreablution and cultural change must be
considered together to identify how the world ismfing and how this change can impact on the
“statistical function” (not the pure production etatistical figures) carried out by national
statistical offices (systems) and internationalfanptional organisations. Therefore, hereafter we

will also use the term “globalisation” in a widense, to make reference to all these aspects.

! It is interesting to note that, according to Widlia, statistics “is the science and practice okliping knowledge
through the use of empirical data expressed intifatime form. It is based on statistical theoryigthis a branch of
applied mathematics”.



In the second section of this paper we will discwhere the valued added of statistics is
coming from, while in the third one we will see hglbalisation can affect the way in which this
valued added is created. The fourth section will @éth the issue of trust in official statisticsca
the fifth with the way in which globalisation is whifying how information is spread in society. In
the sixth section, we will discuss why statistibed be relevant for all citizens. Finally, thetla
two sections deal with the risks for official stdits due to globalisation and with the need for
national statistical offices to be more innovataed transform themselves from “information

providers” into “knowledge builders”.

2. How to measure the value added of official staics?

Globalisation is determining, among other things,e-distribution across countries of
production processes. Companies officially esthblisin a particular country have decentralised
some industrial and administrative functions inestltountries without loosing their control.
Industrial processes have been fragmented in sutepses spread in various establishments and
final products are often assembled in countrietedint from those where the parts have been
produced. Even higher fragmentation can be obsefmedervice activities. In this context all
companies are re-thinking their strategies startingh the question: what is my “core business
and how is globalisation going to affect it"?

To answer these questions companies need toofirgll, identify the main sources of
their value added, and this is not an easy taskisBtians know very well how difficult is, in a
globalised economy, the correct allocation by couof the value added created by production
activities carried out in different countries. Mover, the correct allocation of value added by
activity is also a challenge, because of the grgvehare of services embedded in the industrial
products sold to the final customer. Of courses filagmentation is less pronounced for non-
market services, although, also in this case (fan®le in education), the cross-boundary
transactions are becoming more frequent than inptet. In any case, the absence of a price

makes the measurement of the value added for noketrectivities even more challenging.

According to the International Standard IndustriasSification (ISIC Rev.l), the
production of official statistics is a non-market\dce. It is part of Section L, Division 75 “Publi
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Administration and Defence”, Group 7511 “Administoa of the State and the economic and

social policy of the community”, which includes:

“administration and operation of overall economitd asocial planning and statistical

services at the various levels of government”.

Being part of the government, official statisticasnhbe carried out by an economic unit based in a
particular country and not one of the NSOs hasbéstanent in other countries. We could
therefore conclude that the globalisation of ecoilegmnocesses should nper sestrongly affect
NSOs’ production functions and related costs. Qirse, all statistical offices (and central banks)
are studying new ways of measuring economic trditsecin a globalised world, the flow of
migrants, the “brain drain”, etc., but they do thaing tools that are also used for other domains

(surveys, administrative data, efc.)

Having established that official statistics istpafr non-market services, we should now
analyse the nature of the statistical service anether it can be affected by globalisation (in wide
sense). According to the System of National Acceuservices are the result of a production

activity that changes the conditions of the consgminits. In particular:

“The changes that consumers of services engagerdiaeicers to bring about can take a

variety of different forms such as:

(a) changes in the condition of the consumer’s gotide producer works directly on
goods owned by the consumer by transporting, abggnrepairing or otherwise

transforming them;

(b) changes in the physical condition of persohs: producer transports the persons,
provides them with accommodation, provides thenmnedical or surgical treatments,

improves their appearance, etc.;

(c) changes in the mental condition of persons: pheducer provides education,

information, advice, entertainment or similar seed in a face to face manner”

2 A very obvious solution to some of these problevosild be the exchange of microdata between cosntaied this
would change quite significantly the current workimodels of NSOs, but legal constraints prevennthe
from doing it.

3 System of National Accounts 1993, pag. 123.



For statistics, the third case seems the relevaat ®herefore, the valued added of a statistical

service should be related to the change in meotalition of persons.

For market services the price paid by the consusyday definition, reflecting the value
that he attributes to the fruition of the servibat for non-market services a different approach
must be followed. According to Atkinson (2005), ieais methods can be followed to evaluate the
value added of non-market services, but as a gendea methods aimed at measuring outputs
should be preferred to those based on the measnt@hieputs (salaries and intermediate costs).
The output of statistics could be measured in teoimpublications, data points disseminated,
microdata validated, etc. and this is the way ndgmased by national statistical offices when
they report on their activities, but according tikiAson,

“the output of the government sector should in gpgle be measured in a way that is
adjusted for quality, taking into account of th&ibtitable incremental contribution of

the service to the outcome” (pag. 187).

But what should be the final outcome of officightsstics, considering what the SNA
states? The answer seems “knowledge”, knowledgecohomic, social and environmental
phenomena. If a person does not know anything aaqudrticular issue and looks at relevant
statistics, should s(he) not become more knowldalge#o a certain extent) about it? Of course,
the “new” knowledge could eventually lead the parso particular behaviours, but to do that,
s(he) needs to combine the statistical informatiath other information (including her(his)
beliefs, ideology, cost-opportunity consideratioeis,.). Therefore, the immediate outcome of the
consumption of statistics is not the behaviour, thet expansion of the information set used to

make decisions.

We could then conclude that the value added o€iaffstatistics is linked to what the
actual (not the potential) users know about thésfeelevant to making their decisions. Therefore,

from a collective point of view this value can chgardepending on two elements:
» The size of the audience (i.e. the number of peaple know official statistics);

* The quantity of official statistics actually incled in the information sets relevant for

each individual's decisions.
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If just a little group of people is aware of ofitistatistics, the probability that the societysuse
them to make decisions is relatively small. Ondtieer hand, if everybody knows official figures,
but they are not concretely used by individuals nvtieey make decisions, their value added will
be minimal. Therefore, it is necessary to see d &wow globalisation influences these two

elements.

3. How globalisation affects the size of the audien

For several years the main mandate of NSOs wasriee a small, but very influential,
audience (the government, academic experts, etd,)then, only as by-product, the rest of the
society. This narrow focus had a lot of practicahgequences: in several countries, NSOs were
(and some still are) not allowed to carry out sabste analyses on the data they produce, or
disseminate analytical studies on economic, sacidlenvironmental issues. In some cases, heads
of NSOs were removed because political mastersalidike the data or the public positions taken
by NSOs. The way in which data were disseminatesl sugtable for economists or other experts,

but not for the public at large.

Fortunately, this vision has been gradually repiby a wider view of the statistical
function. Notwithstanding the very narrow definiti@f official statistics still contained in the
ISIC Rev. 1, some NSOs have evolved and transfotiredselves into research institutes, whose
main role is to produce information (not only stital data) for the entire national community, as
well as for international comparisons, to fosteblgpuknowledge. In this context, programmes to
increase statistical literacy have been launched, products developed and new communication
tools have been used to present information in &aym terms, to help all citizens better

understand what is going on at world, national lacdl levels.

We should then conclude that, nowadays, the “bo@ness” of official statistics i®
foster, across the whole society, a better knowdedfj economic, social and environmental
phenomenaThis means that NSOs should try to maximise tidtesuece of official statistics and
not to target only the government sector or acadeexiperts. Therefore, actions aimed at
maximising the audience cannot be considered angito the main function of producing
statistical figures, but they should be considdtealamental tools to increase the value added of
statistics.



Of course, this conclusion can have a relevantaohn the way in which available
resources are allocated to different activitieialgh few NSOs have developed innovative tools
to bring statistics into schools or to reach neweagations, the large majority of NSOs dedicate a
very tiny fraction of their budgets to actions ad@mnat increasing the population’s statistical
literacy. Even less money is spent to foster tleeaifficial statistics by businesses.

In this context, does globalisation affect theesdf the audience of official statistics and,
if yes, how? Of course, with globalisation the mbi@ audience for statistics on a particular
country is enlarged well beyond national boundariere and more people are interested in
comparing economic and social performances betwemmtries to make their decisions.
Companies have to decide where to open a new is$tadgint. An increasing number of people
leave their country to work in another. Studentssehcountries in the hopes of a better education.
All these people need information about the couitrywhich they are eventually interested. At
the same time, as international benchmarking hasrbe a must to assess the performance of a
country, media report more and more on comparaa#stics in terms of economic and social

issues.

Do NSOs fully exploit these new opportunities? fhey include among their strategic
objectives the target of serving a “global’ audehdDo they invest resources to make their

products accessible to and accessed by this ghniokénce?

For years this demand has been satisfied by mtierral organisations and specialised
private data providers, who invested a lot of resesito collect data from national sources, make
them comparable and produce publications with datacerning different countries. But the
development of Internet and the standardisatiodaté formats changed, at least partially, this
division of labour. Users are now more capable #aar of navigating national web sites where
data and metadata are available. Of course, litiguarriers may prevent people from accessing
data and metadata available on national statistvedl sites, but several NSOs have developed
multilingual databases that can help in this respec

Notwithstanding these recent developments, it setliat the target audience considered
by NSOs when they plan their dissemination strategs largely domestic. But also in this
perspective, it seems that NSOs are not explodih@pportunities to maximise their audience
(and therefore their value added). If one recognikat globalisation is increasing the demand for
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cross-country comparisons, NSOs have a great apptyrtto present their figures in a wider
context. Although in some cases they re-distriliiata produced by international organisations,
normally NSOs are not big consumers of internatigtatistics. Paper publications edited by
them are still largely focused on national datathwa relatively small space dedicated to
international comparisons. The same applies toirenfroducts, where the cost of including

figures concerning other countries would be re@jivower.

It must be recognised that a growing number of Bl@oduces “country portraits”
covering economic, social and environmental phemamend including some data concerning
other countries. In few NSOs have published pradtaassess the position of their country vis-a-
vis key geo-political entities (for example Européanion or OECD), from economic and social
points of view. But these are often seen as adehgjects, more than on-going activities based on
a strategic rethinking of the role of NSOs in abgliised world.

In conclusion, we should say that the expansiothefaudience is a key element to
maximise the value added of official statistics #mat a lot of opportunities are available to NSOs
because of globalisation. But to fully exploit taegpportunities, NSOs must change the way in
which they look at their role, transforming thenvesl from “information brokers” into
“knowledge builders”, targeting the whole (globst)ciety and not just a relatively small domestic

community of government and academic experts.

4. The use of and the trust in official statistics

As previously argued, the second fundamental eleneemaximise the value added of
official statistics is the amount of official dagéatually used to make decisions. For statisticians,
the normal way of looking at this issue is basedtm concept of “quality”, as if high quality
statistics should be, by definition, chosen anddusg users to make decisions. Unfortunately,
globalisation is making this assumption less asd kelevant, changing, among other things, the
way in which the competition between official sttitis and other sources takes place.

The first element to consider is that the cospmiducing statistics is nowadays much
lower than in the past. The number of companieslymimg data for marketing and business
purposes, as well as data based on opinion polisgased a lot over the last 10-20 years while
unit prices declined. Moreover, the developmenttattistical methods and the availability of



statistical software also allow research institutes-government organisations (NGOSs), etc. to
produce, using existing data, statistical indicattw advocate particular topics or highlight
specific issues. Finally, in several countries phaduction of opinion polls and other data useful
for marketing purposes has become a profitablenlegsiand a myriad of companies now offer
these services to both public and private customéngrefore, the amount of information

disseminated in our societies increased dramatic@ll course, the quality of some data is very

poor, but this does not seem to prevent their digsaion.

In theory, the inclusion of certain data in théormation set used to make decisions
should depend on the credibility of the source.ddwihately, as media like “curious” data and
give them space in the public debate, even if #reynot produced using sound methodologies,
there are quoted and influence the public opinidrerefore, NSOs have big difficulties in facing
this unfair competition. Moreover, media seem vepgn to give space to criticisms to official

statistics, while they do not investigate with sagne attention the quality of unofficial sources.

In conclusion, to maximise its value added, officstatistics should be known and
actually used by as many people as possible, asionthis way public knowledge, i.e. the
“outcome” of the relevant public service associated statistics, can be truly enhanced.
Globalisation is creating new conditions that sdemmake this outcome potentially easier to
achieve, but at the same time it seems to putialffitatisticians in a more difficult position vés-

vis other players.

To better assess to what extent these risks amerete and/or growing, statistical
evidence would be extremely useful. Unfortunatelfficial statisticians have not paid enough
attention to these elements in the past: theréfisealmost impossible to have a good sense of the
use of official statistics and what people thinlkaibthem. To the best of our knowledge, the only
international survey on these issues is the onentlccarried out by the European Commission
(Eurobarometer) at OECD’s request in preparationthef second OECD World Forum on
“Statistics, Knowledge and Policyw(vw.oecd.org/oecdworldforun The survey, aimed at

measuring what citizens know about key officialtista&ts and their trust in these figures, was
conducted between the L@f April and the 18 May in the 27 EU countries, plus Turkey and
Croatia. Around 1.000 people were interviewed ichezountry.
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A first set of questions concerned to what extemiopean citizens know key economic
figures, such as the GDP growth rate, the unempdoynmate and the inflation rate. Other
guestions try to assess whether citizens think ithiatimportant to know these figures, believe
that they are used to take political decisions st official statistics. On average, 69% of the
respondents consider that it is necessary to kimmset key economic data, but the variance is
extremely high. Cyprus, France, Spain and Portagathe countries with the highest percentages
of citizens (more than 80%) with this convictiom @e contrary, in Slovenia, Lithuania, Bulgaria
and Netherlands the percentage of those who beliatdt is important to know these figures is
between 50% and 60%.

Figure 1 — Importance of knowing key macroeconomimdicators
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Unfortunately, the consideration of the high impare to know key economic indicators does not
correspond to a good knowledge of them. The sucagied out by Eurobarometer also asked
guestions about what citizens know about statishecsGDP growth, unemployment rate and
inflation rate. The answers are quite discouragorgaverage, 53% of European citizens do not
try even to indicate the GDP growth rate and ortly Bnow the right figure. Corresponding
figures for unemployment rates are 48% and 11%lewhbr the inflation rate they are 28% and
6%. And this is not just a European problem, adlamfigures have been obtained for United
States by Curtin (2007).
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The first conclusion that emerges from these tathat people would like to know more
about what is going on in their country, but théuatknowledge of key data is very limited. Is
this because they do not pay attention to offidatla? Is it because they do not trust them? To
investigate this issue a second question concerthi@guse of statistics for policy making was
included in the survey:Some people say that statistical information plagsimportant role in
business, public and political decision making. $eexally, do you think that, in your country
political decisions are made on the basis of dtiat$ information?” On average 62% of the
respondents consider that in their respective cmspolitical decisions are made on the basis of
statistical information. Also in this case the aae is quite significant. In general, Scandinavian
countries present the highest shares of “yes”’et@mple, 89% of Danish respondents answered
in this way, as well as 77% of respondents fromNk¢herlands. On the contrary, several former
communist countries present the lowest sharestiaens who think that political decisions are

taken on the basis of statistics.

Figure 2: Use of statistical information to take pdtical decisions
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Finally, the trust in official statistics was evatad. 45% of European citizens tend not to trust
official statistics and 46% tend to trust them.ls this case the highest percentage of trust is
shown in some Scandinavian countries (Netherlam¥symark and Finland), while United

Kingdom, France and Hungary show the lowest trusffficial statistics.

Figure 3 - Trust in official statistics

B Tend to trust @ Tend not to trust @ DK

In summary, these results confirm both the exisierica general demand for economic data as
part of the global knowledge that people shouldehtavbetter understand what is going on in their
country, and the fact that a large majority ofzgtis do not know them. They also confirm the
serious problem that official statistics are factogay as far as trust is concerned. The strong
correlation between the belief that statisticabrniation is used for policy making and the trust in
official statistics also show that the way in whitiey are perceived by citizens also depends on

the way in which policy makers use statistics alee versa.

The significant correlation between trust in a#lcstatistics and general trust in
government as measured by the Eurobarometer s(ifigyre 4) must also be noted. This result
seems to indicate that whatever effort a statistifface can make to improve the quality of data, a
key element that the public evaluates to decidetlvnethe figures can be trusted or not is the

“distance” between the NSO and the government. gduel news for European NSOs is that in
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the large majority of cases (25 out of 29) the petage of people who trust official statistics is
higher than that of those who trust national gowesnts (Figure 5) and in seven cases the

difference between the two percentages is 25% oe mo

Figure 4 — Trust in official statistics and trust n national governments
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Figure 5 — Difference between trust in official ststics and trust in national governments
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BE — Belgium; BG — Bulgaria; CZ - Czech RepublidK B Denmark; DE — Germany; EE —
Estonia; EL — Greece; ES - Spain; FR — France: liEeland; IT — Italy; CY - Cyprus; LT —
Lithuania; LV — Latvia; LU — Luxembourg; HU — Hunga MT — Malta; NL - The Netherlands;
AT — Austria; PL — Poland; PT — Portugal; RO — RamaSI| — Slovenia; SK — Slovakia; FI —
Finland; SE — Sweden; UK - The United Kingdom; HRreatia; TR — Turkey.
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Of course, these figures should be carefully assyto better understand the reasons for
these differences. Moreover, NSOs should careftdiyonsider the emphasis put on the data
guality as the solution to the declining trust iffictal statistics. In fact, over the last 20 years
NSOs and international organisations have been in@rla lot in this direction. Several
approaches have been developed to define qualkityadesign and implement concrete actions
aimed at improving quality and, in this way, inceahe credibility of official statistiésQuality
reviews of statistical processes/products are aglyutarried out both by statistical offices and
international organisations. More recently, disauss took place about the possibility of
attaching a “quality label” to official statistiggoduced according to quality guidelines. In the
European context the adoption and the implemematiahe “Code of Conduct” was identified as

an additional tool to increase trust in officiatttics.

All these activities are clearly important and chd@e be carried out. But the results
discussed above show that perhaps they are rdjatess important to build trust in official
statistics. Therefore, what can make the differeén&ed is globalisation, and the way in which it
is perceived by the public and makes the governsngetceived, helping or damaging NSOs in
their effort to build trust in their products? Tosaver these questions we have to look at the way

in which information is spread in modern and gladead societies.

5. Globalisation and information spreading

This evidence makes clear that, as Einstein Saifbrmation is not knowledge”. Of
course, trust in the source of information playsrmaportant role in the way in which people use
the available data to make their decisions. Theeefohat people know is not to be confused with
the amount of information they receive everyday abdorb from the most disparate sources.
Instead, knowledge refers to a complex and dyngmicess involving cognitive mechanisms
whose effect is not reducible to what is known Ihg subject at a certain time. Therefore, as the
value added of official statistics depends on d@stgbution to building societal knowledge, it is

* The European Statistical System sees quality ascban the following six dimensions: relevance,usacy,
timeliness, accessibility and clarity, comparapjlitoherence. IMF uses five concepts: assurancestedrity,
methodological soundness, accuracy and reliabibgsrviceability, and accessibility. The OECD usesexen
dimensions concept: relevance, accuracy, credibilineliness, accessibility, interpretability acoherence.
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necessary to understand how information — and,haglzer level, knowledge — is spread through

the population in a globalised world.

Of course, knowledge and information are stronglgited to each other, but for a body
of information to “become” knowledge through cogret mechanisms (usually referred to as
processes of codification and de-codification) i@guired. Several models have been developed
to explain how these mechanisms work and partilgutetevant for this discussion is the model
based on the so-called “epidemiologic” approachgi@ally developed for cognition and culture
by Dan Sperber (a French cognitive scientist), @ip@roach aims at explaining the relation
between human mental faculties and social culpinehomena. Sperber argues that there are two
kinds of representations: mental and public repred®ns. The former depends on the
functioning of each individual's brain, while theatter are phenomena belonging to an

environment of people who perceive and represamtim a certain way.

The thrust of the epidemiological approach coasistputting the two in relation with
each other. In fact, individuals are used to regmmeésg mentally the contents deriving from their
own experience of life as well as from communiacatimith others, with the effect of creating
mental representations that, in turn, end up beshgred through language and further
communication. This is based on the assumption ‘vaen we say that a representation is
‘shared’” by several individuals, what we mean isatththese individuals have mental
representations similar enough to be considereslares of one another” (Sperber, 1996). In other
words, complex social cultural phenomena are empthiby assuming that representations are
both individual mental representations insofar as this subject’s brain that initiates the process
of representation, and shared representationsodited among humans.

The concept of epidemiology has been increasiagplied to the study of a large range
of phenomena becoming, then, an eclectic termajpetemployed in different areas of study.
Recently, economists have also begun to loosedyr tefepidemiological processes for economic
modelling. In particular, Carroll (2001 and 2002&shrecently provided a new explanation of the

way rational expectations get formed among peoplet tmake appeal to epidemiolgy

® Since its early formulation in the 1970s, theawdil expectations approach turned out to rely dd Bssumptions
among which the idea is that agents share equat@asitbss opportunities of having access to econalaia. Thus,
on the basis of the same economic information alukEl to everyone, agents are supposed to sharehalssame
beliefs about the structure of the economy andwhg future trends can be forecasted. This guarardeeelevant
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According to this approach the way agents formrtleipectations follows rather complex
mechanisms that cannot be grasped by the traditinodels. In fact, the access to economic data
through the channel of global information is costhd sometimes difficult to undertake as well as

it comes in different degrees depending on a wadksocial and cultural factor.

In a nutshell, the epidemiologic approach saysitifarmation is spread in a society like
a virus. At the beginning only few people get it bhen each “infected” person transmits it to
others, and so on, but every time there is a tresssom the information changes a little, like the

viruses do. Moreover, in this context two pointguiee special attention:

» first, the news released by media plays a keyirobffecting what people know. Since their
‘exposition’ to media varies for many reasons, titeeeems incoherent to assume that the

amount of information at everybody’s disposal &t bleginning of the process is the same;

* second, the degree of “exposure” to the media tssofficient for a person to be really
informed and to process the news so as to showtwieknowledge of the contents at stake.
For example, some people are likely to be morerested in economic information than
others are, and also the capacity of fully undediteg and effectively processing it varies a

lot across individuals.

Like the spread of a disease through the populatite news penetrates to the agents in
various degrees. Moreover, the news which peomeeaposed to can come from a variety of
sources, namely a community of experts, opinioddes, friends, etc. The formation of rational
expectations, therefore, can be modelled on thes lshshe mechanisms by which people absorb
and process the information spread out by the madaher sources. But what does it mean for

official statistics?

If information is spread across the society asrasy which evolves at every passage, it
would be fundamental for NSOs to “infect” as mampple as possible at the beginning of the
chain. In this way, both the “brand image” of thatistical office would be transmitted together

with the data, and the message itself would bentlest correct. But this is not what NSOs

uniformity in terms of macroeconomic modelling twings also a lot of criticisms on the extent toiahhthe theory
captures the real phenomena.
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normally try to do. Instead, they heavily rely orasa media, such as newspapers, radio,

television, etc. who are delegated to presenttdapaoplé.

To maximise the impact on “classical” media adbtinitiatives have been launched by
NSOs, including training courses for journalisthieTtime of data releases is also chosen to
maximise the impact on media. But how effectivéhis approach?

Unfortunately, there are only few case studieslabi@ to shed light on this issue. The
most recent one, carried out by R. Curtin (200 reparation of the second OECD World Forum
on “Statistics, Knowledge and Policy”, provides yenteresting results for United States. In

particular, his main findings can be summarisetbbews:

* the most common source of information on officimufes concerning GDP growth,
unemployment rate and inflation rate is TV (78%)lldwed by newspapers (58%),
Internet (37%), radio (34%), family/working netwsrB84%) and magazines (14%);

* the five main TV networks report quite frequentlgtal concerning unemployment rate
(83% of cases on average), much less frequently @atGDP growth (46%) or inflation
rate (35%). Reports on the CPI and GDP were ofigangin qualitative rather than

guantitative terms, such as “prices rose fasteftter economy worsened”;

* looking at the 27 most popular newspapers, on geefjast 39% of the official reports on
GDP appeared, 53% of those concerning CPl and 52%o0se announcing official

unemployment rafe

» Associated Press and United Press Internationaln@st popular wire services) typically
do not mention the specific source agencies (Budmdauabour Statistics — BLS — and
Bureau of Economic Analysis — BEA) in their relems@hey usually simply use the
phrase that “the government reported...” or at megtrrto the Labour or Commerce

Department, the parent agencies for the BLS and)BEAs approach has a clear impact

® Of course, Internet also plays a crucial and gngwiole to reach important, but smaller audieneEsdemic
experts, consultants, etc.).

"“If we presume that the 27 papers with the largesulations all had access to the wire repohts,lack of complete
coverage would be an active decision of the newaptpnot carry the report. It was likely to reflecjudgement
about the newsworthiness of the latest figuresrgtheir subscribers’ interests. There was a tend&rcnewspapers
to more frequently report the latest official figarwhen it represented an unfavourable developmérith may

reflect the greater importance people place orntfoemation content of ‘bad’ news” (Curtin, 2007)

18 DGINS 2007/93/IV/1



on the “brand name” of the source: the percentdgeneericans who have never heard
about official data or the source agency is 23%écase of unemployment data, 34% in
the case of CPI and 40% for GDP figures.

Table 1: Television and newspaper reports of offial economic statistics: Proportion of news

reports that cited official rates, from January 20@ to April 2007

Television Reports

Unemployment Rate Consumer Price Index Gross DomastProduct
CNN 100% CBS 63% CNN 81%
NBC 100% CNN 50% FOX 50%
FOX 94% FOX 31% ABC 44%
ABC 63% ABC 19% NBC 31%
CBS 56% NBC 13% CBS 25%
Mean 83% Mean 35% Mean 6%
Median 94% Median 31% Median 44%

Newspaper Reports (top four)

Unemployment Rate Consumer Price Index (CPI)| Gross Domestic  Product
(GDP)

Wall Street Journal  100% | New York Times 100%| Washington Post 100%

New York Times 100% | Washington Post 100%| New York Times 94%

Washington Post 100% | Long Island Newsday 100%| Newark Star-Ledger  88%

Chicago Tribune 100% | Houston Chronicle 94% | Wall Street Journal 81%

Mean (27 cases) 52% Mean (27 cases) 52% Mean (27 cases) 39%

Median (27 cases) 44% Median (27 cases) 38% Median (27 cases) 19%
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Source: Curtin (2007)
In conclusion, according to Curtin, these results:

“suggest that people’s lack of knowledge can beant attributed to the inadequate
communication of that information by the mass mediawas true that news on
unemployment was more frequently reported in thelimeand people’s knowledge of
the unemployment rate was more accurate in theeguivhe coincidence is suggestive

but does not prove causation”.

What is undisputable is that, in very rough termsly 50% of key data concerning the US
economy is actually passed on citizens by TV orgpapers. This means that the overall value
added of statistics is largely reduced by mass aedhich filter data released by official sources
depending on their corporate policies or politicakrests. Perhaps this is the only case of public

service whose final outcome is decided by the peigactor!

Of course, the functions of wire services havenbsepplanted in recent years by the
simultaneous Internet releases of the officialisias. In this way, people from around the globe
can access the same data the instant it is rele@gsédke Internet. According to data provided by
BLS, the full release of the unemployment rate seen (on May 4, 2007) by 8,243 people, while
the release for the CPI (on May 15, 2007) was ogphdrig959 times (about 1% of all the visits to
their Internet sites on those days). These figgresv that, although growing, these alternative

communication channels cannot replace the mosticiEnes.

6. Why should official statistics be relevant for ttizens?

Although economic models assume that all econagénts (including consumers) always
have full information on all relevant economic adnies, the evidence quoted in the previous
sections show a very different picture: a largeamiyj of citizens thinks that it is necessary to
know key economic indicators, but people are qigt®rant. This is also thanks to the limited
efforts done by mass media to disseminate relesfdiotal statistics. Of course, this is not new to
economists, who have developed new models to desdhis concrete behaviour without

abandoning the “agents’ rationality” assumption.ndsed by Curtin:
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“more recent theoretical advances have emphasizeddepartures from the standard
model. First, rather than simultaneously, informatiupdating occurs in a staggered
pattern across individuals and over time. Peoplkentiecisions about whether to update
information depending on the costs of acquiringpcpssing, and interpreting new
information compared with the potential benefitdled new information. ... While there
is no universal standard to judge whether the aticests and expected benefits warrant
updating economic information, it is nonethelessranbkely when the inflation or
unemployment rate is high and variable rather tloam and stable. These data were
collected when unemployment, inflation, and ecorognowth were relatively favourable
and stable, which would imply little need for updgt.

The second modification is that the same inforamatian be relevant for some people and
not for another group, and this relevance may chawgr time. “Being relevant” means that they
need that particular piece of information to takelexision (looking for a job, voting, etc.).
“Indeed, rather than economy-wide information,sitmore likely that local information is more
appropriate. Local unemployment rates for jobs timalividuals are qualified for are more
important than national unemployment rates, ancplgethat consume a greater proportion of
their incomes on certain products or services wawdturally view the potential benefits of
information on those products or services gredtan tinformation on overall inflation. The
implication of the primacy of these more specififormation needs increases the importance of

what economists call ‘private’ compared with ‘peblinformation” (Curtin, 2007).

This consideration is indeed true if we look atiwduals as economic agents. Of course,
each individual (a consumer or a producer) facesidfinition, a “local” market and therefore is
more interested in the information concerning fheaticular markét But the situation changes if

we look at the individual as a “voter”, becausehis case the person should have a direct interest

8 Of course, the actual use of information by citzeélepends on the cost of acquiring/updating ithéory, with the
development of Internet and other information sesysuch a cost should be lower than in the pagbrtiinately,
while the cost of accessing information is now loten ever, the cost of selecting the relevantisséll very high.

However, Curtin’s results show that almost allzgtis are able to provide an estimate of the exgectiation in the
near future, although they are “ignorant” to th8ctdl inflation rate. This result indicates “andiependence between
knowledge of the official CPI and the ‘private’ @amfmation people possess on prospective trendsimftation rate.
The general lack of knowledge of the official CRled not mean that people do not know about inflatimly that
they do not know the official rate most recenthyblished by a governmental agency. Private knowlealgeut
expected price trends, as well as unemploymeneandomic growth, was widespread, and past anahaeshown
those expectations to be relatively accurate” (Gu2007).
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in knowing about the overall outcomes of policiés. discussed in Giovannini (2007), in the
context of “public choice” models based on the gaiineory, politicians act following a multi-
step process (design alternative projects, hireegpo investigate and predict consequences,
select a project and implement it) about which oteve only limited information. At best, they
can observe outputs/outcomes, but for many pdliichons voters are not able to evaluate their

consequences, especially if they only become fiidiiple in the long ruh

Analysing various alternatives, the main findirmjghese models can be summarised as

follows:

« a higher probability of observing, through relialaled independent statistics, the policy
outcomes narrows welfare losses needed to giveighe incentives to the incumbent
politicians for examining projects and enlarges thege of examined policies. This
suggests that it is in the interest of the citizénsknow economic, social and

environmental conditions of their country.

o Modelling this situation in game-form, Swank ands&&r (2003) consider a representative voter, whivedehis
utility from specific implemented projects. His feeences are described by the following utility dtian:

E[X5'X(p+u)]

where E is the expectations operator, t is tidrbe discount factor, Xs a variable with X=1 when a new project is
implemented and = 0 when thestatus quais maintained, p is the expected net benefit efgloject andy isa
stochastic term, uniformly distributed over [-h, Wjth h > |p].

The incumbent politician has the responsibilitytote distinct actions:
* his first decision is whether to design a proj&;t< 1) or not (= 0). The cost of designing is@.

* The second decision is whether to examine the bisneff a project (B=1) or not (B= 0). The cost of
examination is W>0 and it could be viewed as therefa politicians needs to understand the progect’
quality’. By paying W the incumberiutnotthe voter, knows the valyg.

* Finally if the project has been designed, the incem has to decide whether or not to implement the
project.

His pay-off is therefore

E[X 8" (r-DC - BW) + @ X¢( p+ ).

According to this function, the incumbent cares wthsocial welfare and the weiglpkl represents the degree to
which he internalises the effects of project impdaation on citizens. He also cares about pergentd, captured by
the value), which could be seen as “ego rents”, as monetamyuneration plays a limited role in motivating a
politician.

The information asymmetry is due to the fact thatyothe incumbent politician can observe the vatiethe
stochastic termy, by paying W to the examining office. The votastead, can only observe (pug with probability
a, while with probability (1-«) he ignores the outcomes of the implemented pt®jéd the elections he just knows
whether a project has been implemented or nothéuloes not observe if a project has been exanoinedt.
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« Elections are not an appropriate “stick and catrotschanism to enforce an effective
political process. Information, instead, plays thain role. As long as indicators about
concrete actions and achieved results are a rigkisure of policy and properly

publicised, they may help society to achieve bejtais with less resources.

In other words, knowledge about statistical intbestabout policies’ outcomes allow for a
shift from a game with incomplete information toeomith complete (shared) information and this
has a relevant impact on the way in which demacraticieties work: in fact, in the Nash-
Bayesian equilibrium position a Pareto improvemaruld appear, because of the better
definition of incentive constraints and the higherlity that the voter would have to influence the
politician'™®. This means that, even if for day-by-day decisimesisumers do not need to be aware
of all economic and social data, as participanthédemocratic game they should be very much

interested in them.

7. Risks for official statistics

During one of the debates organised in March 20Q7he United Nations Statistics
Division to celebrate the &0anniversary of the Statistical Commission, Palhdla (the chief
statistician of South Africa) mentioned the needdfficial statisticians to carry out “an anatomy
of power” analysis to fully understand whether &rig economic, technological and social
changes are strengthening or weakening the rolefficial statistics. In this paper we tried to
identify the main risks and challenges for officsgtistics coming from globalisation and related
phenomena. As we said at the beginning, globabisatif economic processes, technological
revolution and cultural change must be consideogdther to identify how the world is changing
and how this change can impact on statistics. Ve atgued that the value added of official

statistics depends on its capacity of creating kedge in the whole society, not only among

% 1n equilibrium (known in literature as “Nash-Baig@s), the strategies chosen by each player argestadl to
updates based on the new information availablenduhie strategic interaction. In this case, noy @mkach player in
an uncertain situation, but he can even supplyri&iion to others in his own interest. For examifléhe game is
repeated (that is a realistic assumption, becafisew elections), politicians can reveal privatéormation on the
state of their actions to increase their expectslityu Therefore, in this incomplete informatiomwronment,
information is an endogenous variable for policykera, but indicators shared among all participaotdd have an
impact on the information structure of the gameve@ia common information set, voters need onlyhimose the
best action to maximise their expected utility,hsiit being constrained by the update of the inféionaset. Due to
this consideration, the game changes into a compiérmation one.
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policy makers. In fact, as demonstrated by pubhoi@e models, because of the power of
information in our societies, all individuals nemdre than ever statistics to make their decisions,

including the voting ones.

In summary, the most important changes to stesistoming from globalisation are the

following:

* Globalisation is fostering the demand for interoadilly comparable statistics, as well as
national data. This demand for very timely datahvai detailed sectoral and geographical
breakdown, is mainly due to the growing role of timaltionals and international
investors, which need to make decisions aboutdHeaation of production processes or
the investment of available funds. But also milioof enterprises need data to decide
where are the most dynamic markets, the most dkillarkers, etc.

« The development of a culture of “evidence-basedsdet making”, together with the
transfer of some decisions from the State to imldigls and the growing opportunities
created by globalisation, has stimulated an unpeted growth in the demand for
statistics by individuals. Millions of people amoking for the best opportunities to study,

to work, to spend their life once retired from woekc.

* Monitoring policy outcomes through statistical icakiors is a common practice in a
growing number of countries and at internationakle Therefore, citizens need more
statistics than ever to exercise their democragitts, participate in the public debate and

select the best politicians.

« The development of statistical methods and ICT ha@aduced the cost of producing
statistics, fostering the presence of new “agemtshe market of statistical information,

including NGOs, private companies, lobbies, etc.

* The multiplicity of sources is producing a “cacopidin our societies, where users feel
bombarded by data and have a growing difficultydistinguish high and low quality
statistics. Mass media love “numbers” and quotenttes much as possible, without

paying attention to their quality.
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The declining trust in governments, as well ashibleaviour of media and policy makers,
can affect the overall trust in official statistickhe concept of “official” itself is not the

most popular amongst new generations and othes phdur societies.

New ICT tools and the success of Internet are gedmphnging the way in which people,
especially new generations, look for and find dAtacording to the Internet experts, 95%
of those who use Google do not go beyond the ffimge of occurrences; once they reach
a particular site, a similar percentage of useesdwt click more than three times to find
what they want: if after three clicks they have faind what they are looking for, they
quit the site.

Available information indicates that all these pbmena are putting under pressure

national statistical offices and international anigations, namely:

In several countries, a large part of citizens doatshave trust in official statistics. As
demonstrated in the case of “Euro changeover”,omes countries it is very easy to
convince public opinion that official data are lessstful than data produced by
unqualified research institutes. In other countri@sstakes in official figures or their
misuse during electoral campaigns or by the govenineasily produced mistrust in
official sources. The level of trust in official asistics is correlated to trust in

governments.

Media do not properly quote the relevant data amiteir source. This behaviour makes
the official sources less visible and recognisdtgecing their overall impact on the

society.

The demand for statistics coming from governmentafrganisations and
international/supranational organisation is oftatissied by suppliers who are not part of
“official statistics”. A lot of users prefer to hav'quick and dirty” data instead of going
through the better established, but often lessiilex more costly and less timely in
delivering the results, entities participating itional statistical systems. This behaviour
seems fully coherent with a declining value that society seems to attach to the term

“official” statistics.
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* The large majority of users do not have the capaditevaluating data accuracy. The
visibility of official sources on Internet (and tie¢ore the likelihood of being used) does
not depend on it, but simply on the way in which trebsites are built or the metadata are

organised and presented to be easily found bylseagines.

* National statistical systems have great difficgltie dealing with challenges coming from
globalisation. Legal constraints prevent them frexchanging data across national
borders and this reduces the accuracy of somestatatimaking them less meaningful.
Even in the context of the European Statisticat&yghe exchange of microdata between
countries is very complicated and there are stn@sgstances to the idea of compiling

more accurate data using international/suprandtmnganisations as “clearing houses”.

« The protection of privacy also obliges NSOs to pathe sectoral and geographical detalil
of data concerning businesses: these limitationgentausiness statistics much less
relevant for private decision makers and encouragesplaints against the burden on
respondents, which in turn does not help to fofterpublic image of national statistical
offices.

* Although in a globalised world the demand for stats on a particular country can come
from all over the world, in several countries thesémination policies followed by NSOs
are still largely oriented to serve domestic pubiistitutions and, the investment in
multilingual databases is often seen as a “luxanyd not as a priority. The number of
NSOs’ publications which contain data concernirfgeotcountries is still very limited.

« In several countries, NSOs are facing significamildet constraints which reduce their
capacity of investing on new domains or more intigeapolicies for data collection,

processing and dissemination.

8. The need for a more innovative approach: from ‘mformation providers” to “knowledge
builders”

Looking at the pressures coming from globalisatowl the current official statisticians’
reactions to them, a “mismatch” between risks/ofyoties and concrete behaviours seems to be

emerging. Debates organised at international legakectly identify the threat that globalisation
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and other phenomena can represent to officiakssitzdj but the speed at which official statistes i

adjusting itself to a very fast changing environmdnes not seem the most appropriate. Of
course, there is a long list of success storiegbvation in several NSOs and international
organisations, but the acceleration impressedeavitrld by globalisation and related phenomena
require a very high speed of change. Both NSOs iat@inational/supranational organisations
need to become more innovative, proactive and saodbs less conservative and more risk-

taking.

During the June 2007 meeting of the OECD Committe&tatistics, some heads of NSOs
recognised their tendency to be “conservative”. ®hy is this? In the paper prepared for the
session about the role of NSOs organised in théegbf the second OECD World Forum on
“Statistics, Knowledge and Policy”, Van Tuinen (Z0@rgued that there are intrinsic reasons for

NSOs to be conservative:

“A ‘law of inherent conservatism’ operates in adveda statistical work program design. ...
The mission of official statistics is to providestBociety with undisputed information ...
Statistical institutions have to guard the autlyooit their statistics. Therefore they will be
reluctant to emphasize the shortcomings or to dgvebmpeting (conflicting) information

... Changing the work program is costly. As mostistias are used in the form of rather
long time series, the stimulus to be conservag\w&nong.”

Moreover, Van Tuinen underlines how:

“In modern societies, where an important function official statistics is to reduce
uncertainty and to lower transaction costs, thénation to statistical conservatism seems
to be ‘natural’. This inclination is intensified Istructural tendencies to conservatism in
other sectors of modern societies. From epistenyoiiogs well known that the scientific
world is conservative. New paradigms are confromtgd strong opposition and often face
a long struggle, needing completely convincing ofiets over ruling paradigms before
being accepted. ... Science and policy are the darhicieents and inspiration of official
statistics. Their conservatism contributes to therkmgs of the law of inherent

conservatism in drawing up statistical work progsdm

Some actions can be suggested to fight againgthitheomena quoted in this paper:
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» create a forward/outward looking culture in statatinstitutes, to be able to provide the

most relevant information for the whole society asdlifferent parts;

» stimulate scientific attitude, creativity, couraged communication at all levels, to become
and be recognised as part of the “knowledge ingysand not of the bureaucratic public
sector (for example, as suggested by Van Tuinemmag&ing at least 2% of the total

budget of official statistics for strategic resdmprojects);

* maximise direct communication with the final usasing new ICT tools and re-discuss

with mass media the way in which they dissemin#ieial data;

* engage emerging players (NGOs, youth associateing,in the use and re-dissemination

of statistical information;

* develop a dissemination platform designed for abaloaudience and include more

international comparisons in standard statisticatipcts;

» re-think the way in which statistical releases baruseful to build “personal information”
(for example, putting emphasis on detailed dataangariability — across sectors, across

regions, etc. — instead of giving prominence taages);

* take a more aggressive communication attitude agawurces characterised by very low

data quality;

» investigate how the society looks at official statis and try to fix the specific problems
that emerge from this analysis;

» regularly discuss with political masters the rigksl the opportunities for the statistical
function in a fast changing society;

» dedicate more resources to initiatives aimed ateldging statistical culture in the

population, especially in new generations.

All these suggestions are coherent with a visibN®0Os and international organisations
as “knowledge builders” and not simply as “inforioatproviders”. Therefore, the job of official
statisticians should not be limited to produce disdeminate data, but to make statistics actually
used to build knowledge by all components of theiety, and therefore to be used in as many

decision-making processes as possible. This rexjumaovative thinking, re-orientation of
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resources, alliances with new partners, revisionthef skills needed to perform these new
functions, changes in the legal and institutioredl .gs, better integration between national and

international organisations. In this way, statstan become more relevant than ever.

Information ———— Knowledge

Government| Domestic information

l provider\

Society Global knowledge
builder

Is this just a dream? Maybe, but what happenedguer the last 12 months seems to

indicate that more and more people think that tleamh can come true:

« several “web 2.0” sites have been launched (Swvawef!, ManyEyes.corf), where
people can upload, share, visualise, comment oa ddtousands data sets have been

created, millions of charts produced;

* Newsweek recently published an article named “Powenumbers”, explaining how
“Wiki software is reforming bloated bureaucraciesdachanging the face of

communication™;

1 «Swivel's mission is to make data useful. If yeuurious about data, Swivel is the place for you”.

12 “Many Eyes is a bet on the power of human visn&liigence to find patterns. Our goal is to ‘demaize’
visualization and to enable a hew social kind dédmalysis”.
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» After the breakthrough done by Hans Résling anddapminder Foundation, statistical
offices, international organisations and others ineesting in the development of

dynamic animations to present their statistics incgie understandable way;

» The Columbian NSO is producing short video clipserehactors perform comedies to
introduce statistical concepts and figures to eiig

 The London School of Economics organised a few daysa public lecture on “Why

thinking-by-numbers is the new way to be smart”;

* An art gallery in New York hosted an exhibition “Rung the numbers”, a series of
pictures looking at “contemporary American cultutterough the austere lens of

statistics”. Since 8 September the exhibition i& o Seattle;

» Eric Schmidt, the CEO of Google, recently said émniet tools, like search, ultimately
help make the world a better place, allowing moeepgbe to access information that

affects their lives and make smarter choices wiatimg for officials”.

These are just few examples to show that somethanginteresting and potentially revolutionary
is going on in our globalised societies and siat&sts are facing the historical challenge of
renovating their culture and role to maximise theilued added for the new society that is under

construction.
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