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UMIVERSITAS
. FRIBURGENSIS  Economic and social sciences are dominated by the
Popperian (1902-1994) “falsificationist” paradigm.

 Inthis approach —two artefacts: models and data
are confronted.

» Conceptual work is “tested”; but in fact more often that not
data treated so as to fit the model

» Models pre-exist, they are “calibrated” and
“parameterised” but there is no room for proper
experimentation

« In consequence, any “serious” (l.e. publishable)
research in economics and social sciences depend
on “data”

» Concepts matter but only when they can be made
operational;

» Theories and models are built with concepts but need
empirical non-falsification and support

Paul H. Dembinski - www.beyondglobstat.org
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“data” not statistics

In “serious” research, data not statistics are
required, to “test” theories or hypotheses
» The classical chain is in many cases not respected,

authors use “data” without “understanding” them:
1w observing & measuring the real world
1= understanding and explaining its peculiarities
i general theory building & modelling
= Model “testing”

» Data are derived from statistics, but seldom are statistics
themselves: statistics are embedded in institutions and
legal, and accounting norms

» Data are used above all as “raw material” to test; not to
illustrate

Users of data unaware of metadata and problems
on the production side — examples

i Rate of real growth; Deseasonalized unemployment.
FDI, etc...

Paul H. Dembinski - www.beyondglobstat.org
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primarily descriptive capacity;
» Dominance of deductive vs. inductive methods:

» Understanding statistics and their limitations is
cumbersome;

» General laws matter more that peculiarities : no room for
observation, run for explanation;

» Many courses on handling “data” (econometrics), few on
“understanding” the content and the institutional (and
conceptual) roots of many statistical series

 “Models not facts matter” approach has driven
us into a methodological dead end :
» Models have superseded reality (specially in finance)
» Consequence : loss of touch with reality
« Keynes used to say “economist prefer to be
precisely wrong rather than roughly right” — here
we arel.
Paul H. Dembinski - www.beyondglobstat.org
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2. Vague sense of realities

Paradoxical situation: unprecedented wealth of
statistical information which does not reach non
specialists
» Crisis — divergence between the (real) world as it is
an the one (rationalized) we think

» In an over precise environment, the sole sense of
magnitudes looses currency;

» “Common sense” — “order of magnitude” in and for
global statistics is missing;
The disdain for “rough precision” leads to risks of “total
error’;
» What dominates: are either too precise models or
totally poetical anecdotes and “stylilized facts”

1> |ndices and other shortcuts such as
“competitiveness”

1w Comparisons of GDP with turnover of companies;
assets with income etc...

Paul H. Dembinski - www.beyondglobstat.org
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Bl Ve The dilemma: « If we don't count something, it gets
ignored. If we count it, it gets perverted » as said by David
Boyle

» Teachers in universities ought to develop the “sense of
magnitudes” in international economy and finance;

» They resist: updating is long, requires conceptual and
statistical skills;

» Publishers prefer often manuals that do not age

o  Statistical literacy is very low (at least among economics
and management students) and probably is getting lower.

» The broader picture is being replaced by too specialized
knowledge with “almost everything on almost nothing”

Paul H. Dembinski - www.beyondglobstat.org
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3. The conceptual straightjacket
of inter-national statistics

Paradoxical situation: finance and economy are every day
more trans-national while statistics remain inter-national

» The “Westphalianstraight-jacket -

» The national subsidiaries are LINKED — this makes them
systemically important

» Multinational enterprises are by definition “trans-national”
realities

» The financial crisis has showed how important it is to
identify the Global Systemically Important Financial
Institutions (BIS, FSB)

> The same work has to be done for other non-financial
economic sectors;

» Beyond the reach of “national statistics” - only can be
achieved through international statistical cooperation!

International statistics should better capture “trans-
national” realities

Work on impact of globalisation on SNA —is a first

important step
Paul H. Dembinski - www.beyondglobstat.org
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 How to identify the “multinationals” - VLE?
i UNCTAD - 60 000 trans-national enterprises;
i |FC — 50 000 listed enterprises worldwide
 Listings & Rankings
» “Fortune 500 US industrials” 1954 - 1994;
iz sales = about 25% of world GDP

» 800 world largest — Thomson Financial — end 2001
VA = 11% of world GDP

» 1000 largest (TF)
VA = 15% of world GDP, up form 13% in 2000

Paul H. Dembinski - www.beyondglobstat.org
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= only financial reports and information, no economic

dimension (trade, FDI, labour markets, taxes, value
chains);

differing reporting methods;
exchange rate problems;
changing consolidation perimeters (M&A).

consequence : uneven quality of data — company
listings;

B B & B

Paul H. Dembinski - www.beyondglobstat.org
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2000 2005
World: GDP per capita 5.252 6.795
OECD: GDP per active 50.788 66.131
1000 VLE: VA/lemployee 96.136| 129.392

Total sales/employee

Productivity differentials

in thousands US$

293.354 395.696

Paul H. Dembinski - www.beyondglobstat.org
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Paul H. Dembinski - www.beyondglobstat.org 11
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» access to finance — cost and abundance of capital;

» R&D capacity — mastering of logic of technological
progress;

» economies of Scale, Scope and Speed,;
» control of brands and intangible assets;
» marketing capacity.

 Indications converge and show a growing
concentration on global level

Paul H. Dembinski - www.beyondglobstat.org 12
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High and growing proportion of world trade (intra-firm and intra-
industry trade);

Bulk of Foreign Direct Investment;
 Iceberg of “transfer pricing”

«  With up to 50% of world GDP under direct influence,
Multinationals are de facto architects of tomorrow’s

economy and society.
» procurement up to 20% of world GDP;
» distribution up to 30%;

» critical influence on downstream and upstream
value flows in “global value chains”

. Better understanding is critical for academia — but we do
not need “data” (financial reports) but economic and

social statistics.

Paul H. Dembinski - www.beyondglobstat.org 13
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o As standard setters and national data collectors
O are in a unique position to help or even to
provide “global lenses” :

» Different agencies follow different political agendas
and produce statistics for it;

» MDG — are an example of integration and
consolidation of inputs from various perspectives;
but it is a policy follow up instrument, not a purely
descriptive one;

e Put “Inter-national” realities Iin a “trans-national”
perspective.

» The same mode of cooperation as for MDG should
be put in place to address the “transnational”
economic realities

Paul H. Dembinski - www.beyondglobstat.org 14
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Economy”
» Players and playing-fields (entreprises and
national economies)

» Provide guidance on concepts and meta-data

i |Information on measurement problems — range of
error and reliability

iz Derivatives trade as example

» Provide global picture and reach out also
beyond academia (media, policy makers,
opinion leaders etc..)

e A suggestion could be the framework used
www.beyondglobstat.org

Paul H. Dembinski - www.beyondglobstat.org
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Thank you for your
attention!!

Observatoire de la Finance
24, rue de I’Athénée
1206 Geneve

Paul H. Dembinski - www.beyondglobstat.org
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1. Social sciences need data

Dominated by the Popperian (1902-1994) “falsificationist”
paradigm, the progress of contemporary social sciences
depends on “data”

» Theories are built with concepts but need empirical support

» Concepts matter but only when operational;

In research data are required to “test” theories or
hypothesis
> Data are used above all as “raw material” to illustrate or test;

> Data are based on statistics, but seldom are statistics
themselves;

i Users of data unaware of “production” problems
= Rate of real growth
w Deseasonalized unemployment;

Seldom academic research uses statistics for their own
primarily descriptive capacity,

» Dominance of deductive vs. inductive methods;

» Understanding statistics and their limitations is cumbersome

» Many courses on handling “data”, few on “understanding”
statistics

Paul H. Dembinski - www.beyondglobstat.org 18
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2. Dominance of “stylilized facts

Paradoxical situation: unprecedented wealth of statistical
information which does not reach non specialists
» In an over precise environment, the sense of magnitudes
looses currency,

» The disdain for “rough precision” and preference for “total
error’;

» “Common sense” for global statistics is missing
» What dominates: “stylilized facts”

1= |ndices and other shortcuts such as “competitiveness”

w  Comparisons of GDP with turnover of companies; assets
with income etc...

« If we don’t count something, it gets ignored. If we count
it, it gets perverted. » as said by David Boyle

» Teachers in Universities ought to care developing the
“feelings of magnitudes” of globalisation;

» They resist: updating is long, requires conceptual and
statistical skills;

» Publishers prefer manuals that do not age

Paul H. Dembinski - www.beyondglobstat.org 19
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3. UN statistics have to reach out

As standard setters and national data collectors IO are in a
unique position to help or even to provide “global lenses” :

» Different agencies follow different political agendas and
produce statistics for it;

» MDG - are an example of integration and consolidation
of inputs from various perspectives; but it is a policy
follow up instrument, not a purely descriptive one;

» What the users need is an informed “Global View”
= with no more than 4-6 regions as units of analysis
1= Aggregation problems — not statistics but orders of

magnitude;
1= Multidimensional: population, economy, environment,
finance, health, education ....
Wanted : a light cooperation agreement with the main UN
agencies and a dedicated centre !!
1=  Backed up by a resource web-site
1= Periodical publication / every 2/3 years
1w Possibly located near the UN family statistical centre -
(Geneva)

Producing a “Statistical compact of the world”

Paul H. Dembinski - www.beyondglobstat.org 20
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4. A “Statistical World Compact”

Produce the “Statistical Compact of the World”
> In interaction with 10O experts, but under own
responsibility
» Provide guidance on concepts;

» Information on measurement problems — range of error
and reliability
1= Derivatives trade as example

» Provide global picture and reach out also beyond
academia (media, policy makers, opinion leaders etc..)

Run seminars and e-courses
Propose new approaches and formulate new research or
method questions

» on how to understand, use and handle world statistics

> jointly with UN agencies such as UNCTAD or UNITAR
and their e-teaching programs

Fist attempt has been already accomplished
www.beyondglobstat.org

Paul H. Dembinski - www.beyondglobstat.org 21
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Thank you for your
attention!!

Observatoire de la Finance
24, rue de I’Athénée
1206 Geneve

Paul H. Dembinski - www.beyondglobstat.org
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