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This essay will examine the ideological basis of the method of Gross Domestic Product accounting of the modern free-market economists(the neo-classicists), who are the heirs to the theory of capitalism as primarily purveyed by the classical economist Adam Smith.
 While neo-classical economists and the Keynesians, who also espouse free enterprise, contend that national accounting should be impartial and objective in presenting the accumulation of capital and consumption of goods and services in a society, this study will show, on the other hand, the class-bias of GDP accounting for the capitalist class. It will elucidate how the use of numbers in measuring the wealth and goods of society cannot be neutral but inevitably value-laden. It will analyze the political economy of GDP accounting where the upper classes, represented generally at present by monopoly capitalism, perpetuates their economic hegemony through the myth of development of GDP growth of their nations. Thus, GDP accounting could reveal the social relation of production of the owners and the non-owners of the means of production. 
The first part of this paper will delve into how the Philippine government has adopted GDP accounting, while the second section will analyze the historical background and ideological basis of this capitalist criterion of development.. Finally, alternative methods of measuring development vis-à-vis the GDP will be discussed.   .

The GDP Method as used by the Philippine Government 


The first National Income Accounting (NIA) was undertaken in the Philippines in 1947 by a joint Philippine-American Finance Corporation, which also laid down the ground works for the establishment of the Central Bank of the Philippines. The Philippine government had no political will to question how capitalist economics measures the economic growth of a nation and it accepted blindly the method of obtaining GDP advised by its American patrons. The period covered by the first NIA in the country was 1938 to 1948. In 1950, the new Central Bank of the Philippines assumed the task of estimating the NIA, placing the base year at 1955(1955 = 100). Ever since, the Philippine System of National Accounting(PSNA), which is now conducted by the National Statistics Coordinating Board(NSCB),  has been beset with  sloppy data-gathering which has consequently placed its estimates of the gross domestic product(GDP) of the Philippine economy in serious question. This has been exacerbated during the present Arroyo administration.
      National accounting in the Philippines adopts the production approach, called by NSCB the economic activity approach,( covering agriculture-fishery-forestry, industry and services) as well as  the expenditure approach (personal consumption, government purchase, investment, export, less  import). But because of constant lack of production data for a current period, especially on intermediate costs which should be deducted from the gross value of output, the NSCB has resorted to mere estimation or indirectly deriving the gross value added(GVA) of current products by making use of relative prices of output and inputs from the most recent cost of production when such data were available(how recent?). This is what the NSCB calls their method of gross value added ratios(GVAR) and is now applied to all production costs when  lack of information on the current prices of  intermediate products  occurs which is often the case. This is done for all sectors of the economy, except for electricity, gas and water and government services which directly estimate the GVA of intermediate costs by its factor shares.
. This method of arriving at the prices of intermediate goods for all sectors except for the two sectors mentioned arbitrarily assumes that the ratio of output to input costs remains as with the latest survey of prices when input prices were available. It is to be pointed out, however, that input prices in production in the Philippines, particularly raw materials and other supplies, behave differently from output prices and assuming a ratio based on a past price survey may be invalid.

.
This defect in estimating the final prices of goods and services for arriving at current GDP has spilled over to the determining of constant or real GDP.  The choice of base years for the Philippines GDP in the determination of constant prices has been undertaken four times, from 1955 to1967, then 1968 to 1972, and 1972 to 1985(the present base year). The Arroyo government has tasked the NSCB to change the base year again from 1985 to 1994.
 Any economics student knows that by changing the base year to a more recent date would decrease the growth of inflation in a country where prices tend to rise like in the Philippines, especially with the constant increase of oil prices. Also, because of incomplete information on prices, especially on new products like computer components, the NSCB has made use of substitute or proxy prices. In the words of the NSCB “Existing price data do not cover all commodities. For example, for manufactured commodities, there are no available prices for microcircuits (used for computers) considering that such commodity accounts for seventy percent of the total electrical machinery. With this, trends of proxy prices are used instead. For microcircuits for computers, substitute prices of radio, television and communication equipment are used.”
 But substituting the more expensive prices of radio and television for microcircuits of computers would increase the final prices of the latter in the market, thus helping boost total GDP at constant price. 


The NSCB, also instead of using the standard double deflation method of arriving at constant GDP, has resorted to the  single deflation method, which makes use only of outputs at constant prices
 for all economic sectors, except for government services and construction, which include input deflators derived from the prices of intermediate goods.
 The lack of input deflators for all sectors due to inadequate price data, excepting for the two sectors mentioned, has adversely compromised the validity of the estimate of constant GVA for measuring GDP. This is because the single deflation method again arbitrarily assumes that prices of outputs and inputs move in a parallel direction which may not be the case, specially in sectors like agriculture where prices of inputs behave differently from prices of outputs. Since the NSCB relies on quarterly, semestral and annual surveys of and financial statements from firms doing business in the Philippines, these firms may be hiding their real costs of production by not including intermediate costs to unduly show a profit to entice investors in the Philippine stock market. Anyway, it is easy later on to fix their tax statements in the Philippines to show a loss this time. Local companies, especially the foreign oil companies in the Philippines, are notoriously adept in tax evasion, showing two books of account, one for tax purposes and one for the Securities and Exchange Commission and the NSCB. With the dire lack of coordination of  and the rampancy of corruptions in government agencies in the country, no one will be the wiser anyway, but when the NSCB reports the final GDP for a year, it may have unwarrantedly gone up since intermediate costs of firms have been inaccurately estimated. This is because the method of single deflation was used in determining constant price because no input costs in production were available.


Another defect of determining constant prices by the NSCB is that prices are not synchronized since the base years have been changed three times since 1955 in arriving at GDP. The present base year for the PSNA is 1985, but the consumer price index(CPI) is based in 1994(the Arroyo government has changed it to 1994 ahead of all price indexes to show a lower rate of inflation for the succeeding years). On the other hand, the wholesale price index (WPI) from the point of view of sellers is based in 1985. This is the reason why the NSCB has attempted to escape from this dilemma by rebasing all price indexes to 1985 by what it calls the splicing technique.
 This rebasing problem has been confounded since there are times when no price surveys have been done in a particular period in the past raising issues of the validity of completing price series over a given time. For instance, to determine price deflators for agriculture, it is more accurate to get the producer’s price index(PPI), but since this is only available on a semestral basis, proxy prices for PPI on a quarterly basis is arrived at by the NSCB using farm gate prices. This is also true in manufacturing where the WPI is used as proxy price instead of the more preferable PPI. Besides the fact that PPI in agriculture and manufacturing only adopts the single deflation method, the use of substitute prices of farm gate price in agriculture and WPI in manufacturing, render determining annual GDP more dubious. Much more, when the splicing technique is used to link prices in a price series. 


The choice of the base year is another big issue in the method of national income accounting in the Philippines. A base year, according to standard national accounting, should be a “normal year”, where there should not be any great turbulence in the economy or society in general, for example, high price increases, disruptions of production, political instability, etc. But the choices of 1972 and 1985(the current base year) as base years are highly suspicious since  it was in 1972 that martial law was declared and it was in 1985 that inflation reached up to 30% with thousands of local manufacturing firms closing shop. As we have mentioned, choosing a base year when inflation was high would lower inflation rates for the succeeding years. To make it worse, due to inadequate price data, the NSCB admits that all price indices are base year weighted instead of current year weighted (that is they take into account prices during the base year). This may unduly raise GDP since it may not show the changing commodity composition of a price index since the weights still follow the commodity composition of the index during the base year. For example, the export price index of exports like coconut, sugar, etc. takes into account the substantial contributions of such products during the base year(1985) but which have been significantly reduced at present.

These serious flaws in the estimate of current and constant prices have brought up large statistical discrepancies from 2001 to 2006 during the present Arroyo administration in the NSCB calculations of the Philippine GDP  by economic activity(agriculture, fishery and forestry, industry and services) and GDP by expenditures(personal consumption expenditures, government expenditures, domestic capital formation and export less imports). The total of these two sectors approach must of course be equal in national accounting. The discrepancies between the two sectors during the period mentioned averages a high +7% of GDP or P310 billion where total GDP averages P4.6 trillion at current price. It must be noted that the method of arriving at statistical discrepancies in determining GDP by the NSDB is simply based on taking the difference between GDP by economic activity and GDP by expenditures.(Graph next page) 

Difference between GDP by industrial sector and expenditure sector(1950 – 2006)
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     Source: International Finance Statistics, IMF website 

The discrepancies which show more often a high estimate of GDP by economic activity reflect the inefficient and sloppy price surveys of the government especially on the production side of industries as discussed above. Even with the adoption of confidence interval to determine prices, which was only introduced by the NSCB in 1996, high inaccuracies will still persist if the methods of gathering data on prices of the inputs and outputs of firms remain as they are. We will now proceed to an analysis of the very theoretical framework of the capitalist national accounting method.
History and Weaknesses of the Method of Gross Domestic Product Accounting
In this section, we will examine the historical contexts from which the method of GDP emerged, after which we will analyze its conceptual weaknesses as a measure of development. GDP conceptual difficulties we will show stems from its ideological bias in favor of capitalism, specifically the capitalist market.
During the Great Depression of the 1930’s that wracked the capitalist economy, bankrupting thousands of erstwhile stable business corporations and laying off millions of workers, especially in the United States, capitalist governments were realizing that the assurance of their official economists that everything will become normal again with the economy soon recovering was becoming merely wishful thinking. The Great Depression which started in the Great Stock Market crash of Wall Street in 1929 persisted to the 1930’s. The claim of the classical neo-economists that there would eventually ensue full employment in an economy based on the law of supply and demand that the US economy was assumed to be,  was becoming incredulous with even corporate executives in Wall Street, jumping off from windows because of the sudden collapse of their firms. The neo-classical economists have religiously advocated Say’s law ( Jean-Baptiste Say was a French economist of the 18th century) that with the lowering of prices due to poor demand, which was becoming the case during the Great Depression, there will be again an increase of demand as goods, all things being constant, will become more affordable to the population.. Of course, this flies in the face of reality when people are thrown out of their jobs, since they will not have any income to purchase commodities in the first place. Unlike the neo-classical economists, the classical economist Thomas Malthus was bothered by the spectre of unemployment, but he attributed its cause to the lustful working class, who reproduce like rats increasing population thus causing unemployment. To the neo-classical economists, however, all unemployment is merely transitional as they assumed a so-called natural rate of unemployment of about 4% when people are looking for new jobs. 

Then along came John Maynard Keynes with his “General Theory of Employment, Interest and Money”(1936), which is an attempt to explain the persistence of unemployment in a capitalist economy. Keynes did not depart from the idealist assumption of the classical and neo-classical economists of perfect competition of the market under which condition Say’s law of supply and demand would only apply, but his approach was an innovation for capitalist economics. He adopted the  French Physiocrat Quesnay’s model of a circular flow in the economy of income and expenditures, but introduced his concepts of leakages in this circular flow.
 In Keynes’ model, two categories, individuals and firms, are presented as the two sole actors in the circular flow in the economy of a nation. All property is assumed to be owned by individuals, who sell its services as well as their personal services to firms. The firms, on the other hand, use the productive services they have bought to produce commodities which they sell to individuals, who buy them with the income they have obtained by selling their productive services. Thus a circular flow of incomes and expenditures is transpiring.
 According to Keynes, investment should equal savings in a balanced economy in order to offset unemployment, but if individuals instead save some of their incomes making them unavailable for investment, disequilibrium occurs. Therefore, savings not available for investment is a leakage of the circular flow. This is also true with government taxes as well as imports because taxes reduce the incomes of individuals which may be used for investment by firms, and import is an external leakage with money going to a foreign country. What Keynes did not see, however, is that the profits of firms may not be used for productive investments which may require new workers but instead for speculative investments, which may lead to inflation, thus aggravating unemployment as weaker firms may reduce their workforce to save on costs of production.


It must be noted that Keynes attempted to construct an economic theory to salvage the sick capitalist economy of his time by bolstering demand for the goods that firms produce. He advocated deficit spending of the government through capital expenditures to create jobs and the reduction of taxes in order to increase the incomes of individuals. He did not reject Say’s law of supply and demand at all, but his emphasis on this law was on the demand side, with firms hiring new workers thereby giving the latter greater purchasing power to buy commodities, and not on the supply side as was true with Say and the neo-classicists. What Keynes vied for is the assistance of the state for private corporations to get back on their feet with the implementation of appropriate fiscal policies by the government.

Keynes’ recognition  of the importance of national accounting in the circular flow became the main inspiration of the neo-classicists’ construction of a system of national accounting, which was initiated by Simon Kuznets in the 1940’s.  Keynes’ advocacy of government intervention through fiscal policies, however, did not have a wide impact among bourgeois economists, and by the late 1960’s Keynesianism has all but waned in the academic and professional world. The free enterprisers, with their old mantra of Say’s law of supply and demand, under the lead of the monetarists of the Chicago School like Milton Friedman, began again lording the economic arena in the 1970’s and influencing government policies in the US.
 The US Federal Reserve since then has always been the leading economic policy maker in the US, manipulating interest rates to boost up the economy along the line of the free-enterpriser monetarist school.

National Accounting, which became the basis for deriving the gross domestic product (GDP) of an economy, is market-oriented as it presents the prices of final goods and services in the market. To avoid double counting, it deducts as we have seen intermediate inputs in the process of production such as raw materials and supplies, fuels, etc., to arrive at gross value added (GVA). It is blind to who acquires the greater part of the gross domestic product, whether, for instance, only the top 10% of the population gets the largest 90% share of the economic pie while the rest of the population only earns the remaining 10%.
Since the method of calculating GDP relies on the final prices of good and services in the market, it encounters conceptual difficulties. For instance, if a house is constructed in year 1 for a family who previously rented an apartment, its value would be only counted for that year by the costs of constructing that house, that is the prices of construction materials, decorations, etc. But the house of course adds continuing value to the family, who finally had a home, in the years to come since they would not have to rent anymore. Neo-classical economists attempt to solve such a problem, based on their market method of calculating the growth of the national economy, by their introduction of the notion of an imputed cost.
 Imputed cost, in the case of the house, is its market-value in terms of rent, assuming that the family rent their own house year in and year out. Thus the family are imagined as landlords to themselves!
Another conceptual difficulty of the market-based GDP is concerning government expenditures included in the national account. A road a government built for year 1 is  counted for that year as a final product, but obviously to companies whose trucks travel on that road to transport their goods the use of the road is intermediate. Which is which? How about the continued use of the road in the years to come by vacationers? This situation shows a contradiction with the method of GDP accounting by capitalist economics, for while in the case of the house of a family that is imputed to be rented in the years to come, thus assuring its constant inclusion in GDP accounting, this is not applied to government capital expenditures, like roads and buildings, since government is supposed not to profit and not to compete with private business. Talk about the fear of capitalists of the government taking over the business they profit from. 
And how about the loss of agricultural lands caused by capitalist ventures like the building of dams, mining and logging?. These lands may have been the sources of incomes for poor families living in their environs, but with the coming of capitalist undertakings, partly funded by the government, these incomes may have been eradicated entirely. While, there may be added value to GDP by the expenditures on these capitalist projects, these would mostly go to the pockets of the owners of mines, logging and construction companies. While such projects may have increased national poverty, displacing thousands of poor peasants and indigenous peoples, GDP may be increasing because of the sales and profits of firms. Thus, this is a case where the growth of GDP and poverty is inversely related. That is why the World Bank has to invent its theory of “trickling down effect” regarding the activities of capitalist firms, which is that the welfare of poor people will eventually improve if they are in the vicinity of capitalist activities as they may be hired, for instance, by mining and logging companies or vendors may sprout up to sell goods to the employees of these firms. This only adds insult to injury to a farmer who may have lost his home because of the construction of a dam, no thanks to the meager payment if there is any made to him for his house and field, which is of-course a one-shot deal compared to his continuing livelihood in the place he used to live. The World Bank’s trickling down effect theory, adopted by many mainstream economists, is just a mere consolation to the already marginalized poor. That is why in the Philippines, it is known as the “momo” (leftover) effects among the poor.

It is to be noted too that the profits of a  foreign company, counted in the current GDP, may only disappear from the economic scene the year after since this company may remit such profits to his mother company abroad. That is why the growth in GDP may only reflect the magnitude of how much may be remitted abroad eventually by foreign firms doing business in a country, like in the Philippines, where manufacturing and the service sectors are majority-controlled by foreign transnational companies.


The foregoing discussion has shown how the method of deriving GDP by neo-classical economists is not a measure of social-welfare, but is, instead, biased for the growth of business in the market. It is  not a measure of the economic welfare for the majority of the people, and in fact may reflect the magnitude of the exploitation of the resources of a country, which increases poverty in that land. However, capitalist and capitalist-oriented nations, like in the Philippines, have continued to use the GDP and GNP (Gross National Product includes transfer payment from abroad) as their primary 
As the determination of GDP is market-based, it ignores the social question of the equitable distribution of the benefits accruing from the accumulation of the wealth of a nation. In fact, the GDP method is biased towards the growth of incomes of the upper classes, since if the shares of incomes in a nation are in favor of the top classes, higher GDP may only show how the rich are getting richer and the poor getting poorer in a society. The World Bank’s primary criterion for the improvement of a people’s economic welfare based on the per-capita income of a country (dividing total GNP by total population) is an idealist measure of development since it assumes certeris paribus that everything is constant in the real world and that GNP is equally distributed among all the members of a population, which of course it is not. Such mathematical legerdemains, which neo-classical economists gleefully practice merely hides the gross inequalities prevailing in many countries, including those in the so-called developed nation. We have seen how a high GDP may even reveal how fast the rate of the deterioration of the natural resources of a country is occurring, which leads to more poverty among the lower classes
. Admitting the market-orientation of the method of GDP accounting, which primarily manifests the activities of private business, Simon Kuznets has accepted that its fundamental principles are value-laden.(Kuznets, 1941:3-4) What to consider as intermediate goods and final goods are often a matter of subjective choice also, since work  clothing and commuting expenses may be taken as intermediate expenses of production and not as final consumption to employees. A common criticism of GDP accounting is that it excludes household work and the satisfaction of enjoying free social services, like free concerts and park facilities provided by the government, since these are not priced in the market of the capitalists.
 Another is that it does not take into account the loss of natural wealth, which could have increased GDP for future generations if they were not depleted as fast as they were with their accompanying pollutions and other wastes to the environment. This is what is called opportunity cost to the society which allowed the rapid degradation of its resources, material and even human. 
The succeeding section will present other measures of development which includes the improvement of the social welfare of a people vis-à-vis the capitalist oriented GDP.
Alternatives to the Method of GDP Accounting

An alternative to the GDP method to measure economic development is the poverty-weighted index of social welfare presented by the African professor Michael Todaro in his book “Economics for a Developing World”. This measure first divides the people in a society according to their percentage share of total income of a country, either by deciles or quintiles. Thus, using the quintile measure, we have the population divided into 20% of the population. Then, we have the following equation:

G=w1g1 + w2g2 + w3g3 + w4g4 + w5g5  (1)

where

G= a weighted index of growth of social welfare
g1 = the growth rate of income of the ith quintile(where the i quintile are ordered 


         1, 2, 3, 4 and 5)
and

w= the ‘welfare weight’ of the i quintile

Suppose a country really concerned about the social welfare of the bottom income classes of the population assigns a subjective value of 0.6 of welfare weight on w1 and 0.4 to w2(the two lowest 40%) and a value of 0 to w3, w4 and w5. Let say GDP for that country grew by a high 7.3 %, but this increase only reflects the rise in income by 10% of each of the upper 20%, that is for w4 and w5 in our example. The social welfare growth index for this country would then be:
G= 0.60g1 + 0.40g2 + 0g3 + 0g4 + 0g5  (2)

Which, when substituting g1 = g2 = g3 = 0 and g4 = g5 = .10 becomes

G= 0.6(0) + 0.4(0) + 0(0) + 0(0.1) + 0(0.1) = 0
The poverty weighted index therefore reveals no improvement in social welfare, though recorded GDP has grown by 7.3 %.

If we were to use the present GDP or GNP measure which takes the actual shares of the population, for instance again given in quintiles, of a country as the criteria for development, GDP or GNP may be growing but the rich may be only getting richer, and the gap between the lower and upper classes increasing. Say we have the following shares of the national income of the various quintiles in a population:
G = 0.05g1 + 0.09g2 + 0.13g3 + 0.22g4 + 0.51g5   (3)
 
Now suppose that GDP grew by 7.3% as in our previous example but the income shares of the bottom 60% did not change in that particular year(which is often the case in developing countries like the Philippines) while those of the upper 40% increased by 10% each. Then equation (3) becomes:

G = 0.05(0) + 0.09(0) + 0.13(0) + 0.22(0.10) + 0.51(0.10) = 0.073
Thus, the social welfare index (not poverty weighted) would have risen by 7.3%, which is the same as the rate of growth of GDP for that year, but the rich would have only become richer. Another striking aspect of a  development index, which is not poverty weighted, is that granted in equation (3) the income of the bottom 20%(w1) also increased by 10%,  then GDP growth would show that the rise of income by 10% of the upper 20%(w5) of society is ten times more important than that of the bottom income class!
 This only glaringly reveals the class bias of current national income accounting, in which GDP growth is based. 

. An equal weights index may be used instead of the poverty-weighted index, where 20% weight is given to each income quintile in our example. Taking our previous case where there is an equal 10% increase in the two top 20% but no change of incomes in the bottom 60%, we will have then:

G = 0.2(0) + 0.2(0) + 0.2(0) + 0.2(0.1) + 0.2(0.1) = 0.04

This shows that while GDP grew by 7.3% taking our previous example again, social welfare index only rose a much lower 4%. A country can adopt either a poverty-weighted index or an equal weighted index to compare the growth of social welfare to GDP growth. If it gives more importance to the lower 60% of the population, then a poverty-weighted index than an equal-weighted index is more appropriate to measure economic development.

While the poverty-weighted social welfare index for development shows the rise in the economic welfare of the bottom classes, it fails to capture the improvement of the  social wellbeing of the populace,  because it is merely concerned with family incomes. For instance, it does not show whether the people in a country are enjoying more social services, like greater access to education, health care, leisure, etc
Karl Marx in his “Critique of the Gotha Program”, a study of how a socialist society should be constructed introduced his concept of total social product(TSP) or the total proceeds produced from labour in a particular year. It must be noted that Marx is talking about a society where capitalism has been abolished and the means of production, factories, transport, communication facilities, etc. are now cooperatively owned by society or have been nationalized. Thus, if there is ever a market in this society, still relying on the determination of prices by supply and demand, it is closely regulated by organizations of the people(as in Cuba’s people power committee). In place of relying on the so-called law of supply and demand, prices of goods and services may be measured by their work points with equivalent monetary units and production will be geared to the needs of the people(how many schools will be constructed in a particular year, production quota for food to provide the population with healthful nutrients, houses still to be constructed for those without homes, activities for the cultural development of the people, etc.). It is vitally important to have a Socio- Economic Planning Body for this society together with its subsidiary planning committees in city, municipal, town and barrio levels. With such socio-economic planning entities, production of goods and the provisions of other social services, therefore, are not left to the whims of an unregulated market, where demand is basically determined by the rich classes and which may cause economic crises as in so-called free market capitalist societies. In this society, according to Marx, a portion of TSP would be allocated to cover for replacement of the means of production used up the previous year, another portion for expansion of production and lastly, reserve or insurance funds to provide against accident, dislocations, caused by natural calamities, etc. Such deductions are an economic necessity, Marx writes, and “their magnitude is to be determined according to available means and forces, and partly by computation of probabilities”. There must also be a part of the social product intended for consumption to cover the general costs of administration not belonging to production, funds for social services such as schools, health, etc. and  funds for those unable to work, etc, or what is now considered as social welfare relief program. Marx pointed out that funds for social services for all citizens must gradually increase as TSP rises. 
After all the deductions mentioned above, the remainder of TSP must be allocated for increasing the wages and salaries of all members of society. Thus, every working person in society is motivated to work to make TSP grow to concomitantly increase the allocation of social services to all and to increase their individual wages and salaries. The principle of the development of all as the condition for the development of each is then realized in such a scheme of socio-economic development.

Other current alternative measures of social development, not assuming the re-structuring of society to eliminate the control of the upper propertied classes over the productive activities of society and consequently on the work and lives of the other classes, are the Physical Quality of Life Index(PQLI), the International Human Suffering Index(HSI) and the more well-known Human Development Index(HDI) introduced by the United Nations Development Program. The PQLI and the HSI were forerunners of the UN HDI, the first crafted by the Overseas Development Council and the second by the Population Crisis Committee in 1987. The PQLI presents three basic indicators of social well-being, infant mortality, life expectancy at age one and basic literacy. For each indicator, a country’s performance is rated on a scale from 0(worst possible performance) to 100(best possible performance). A simple average of the three indicators then gives the country’s PQLI. The HSI, on the other hand, adopts ten indicators to measure levels of social well-being, life expectancy(years), daily calorie supply per capita, access to clean drinking wager(%), infant immunization(%), secondary school enrollment(%), GNP per capita($), inflation rate(% per year), telephones per capita, political freedom(0-10), civil rights(0-10). For each indicator, a score of 0(most favorable) to 10(least favorable) is assigned. The ten scaled values are then added to obtain the nation’s HSI. HSI has been criticized for its arbitrary choice of indicators of social well being. For instance, it assigns an arbitrarily perfect score of 0 to an inflation rate less than 4% a year, but 1% score for 4.1% rate of inflation. Another conceptual difficulty of HSI is while clean drinking water, for example, promotes good health, high life expectancy is on the other hand a result of good health.

The Human Development Index, introduced by the UNDP in 1990, uses three indicators of social-well being, educational access, life expectancy at birth and the so-called transformed per capita GDP(based on the world median per capita for a particular year) and assigns a maximum and minimum value to each indicator.(See table below): 
	TABLE 
	
	
	
	
	

	 Maximum and Minimum Value for Component Indicators of   
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	Educational Access
	
	
	
	

	*Adult Literary(2/3) weight
	100%
	
	0%

	*Combined Enrollment Ratio
	100%
	
	0%
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	Life Expectancy at Birth
	        85years
	    25             years

	
	
	
	
	
	

	Transformed Per Capita GDP
	      $5,488
	
	    $200

	
	
	
	(world median per
	

	
	
	
	capita for year 1995)
	

	
	
	
	
	
	

	
	
	Source UN(1995:143)
	
	


The UN HDI does not show other important aspects in the social-well being of people like their access to cultural activities, political participation and good health. Regarding its indicator of life expectancy, one may live up to 85 years but in bad health and this would really be a rather uncomfortable long life. To complement life expectancy, it could have adopted an indicator of rate of illness per 1000 of the population to convey the state of health of a people. Moreover, its arbitrary assignment of the minimum value of 25 years for life expectancy is also questionable since choosing 35 years as the minimum length of a healthy and fulfilling life would be considered a better indicator of social-well being by anyone. And why use the dollar as a measure for its transformed per capita GDP, since a country that offers its goods cheaply to the global trade market because of a productive, regulated and self-sufficient economy may have a lower value of its currency than the HDI minimum in the international exchange market. This may be because this country gives priorities to the need of its people instead of relying on trade with other countries, and, consequently, its people may be more economically and socially fulfilled than a country whose per capita is the HDI maximum value. Such questions the UN HDI fails to take into account because it simply assumes the present structure of the global capitalist economy as given, where the dollar is the leading currency. In the present crisis propelled by speculative investments  (2007) of US capitalism where the dollar is fast losing its value, the UN HDI may have to use other international currency as its third indicator to compare levels of development of countries. There have been other criticisms of the UN HDI among which are it does not indicate the disparities between the rich and the poor, between urban and rural areas and between the welfares of men and women. 
 These observations may similarly be applied to the Physical Quality of Life Index as well as the International Human Suffering Index, as we have discussed them above. 
 Summary and Conclusion
It has been presented in this study how the method of GDP/GNP accounting is beset with the ideological leanings of those thinkers, the neo-classical economists, who have formulated it to be the measure of the economic development of a nation. These Western thinkers, who subsist on the patronage of the academe or other institutions nurtured by capitalism, have succeeded in disseminating their theory of GDP growth to the developing nations like the Philippines. Their GDP accounting method has remained the dominant indicator of economic development being adopted as the official assessment of the health of an economy by the World Bank and other capitalist organizations. But as we have seen, this GDP/GNP method hides the interest of the bourgeoisie because it is market-driven and therefore profit-driven. Its defenders have been hopelessly enmeshed in various conceptual difficulties, even contradictions, in their attempt to have under the purview of GDP all aspects of the productive activities of people. GDP/GNP  forgets that there are other fulfillments rather than the accumulation of profit and higher incomes.  Because by its very nature, the bourgeois GDP thrives on market prices, it cannot capture other higher satisfactions of peoples like the enjoyment of a healthy and meaningful life. Why a great part of humanity can be influenced to adopt such a primary measure of national development only speaks of the moral and cultural bankruptcy of our age under the dominance of monopoly capitalism.
 
There have been attempts from different quarters to challenge the use of GDP accounting as the leading criteria to account for national progress. We have discussed some of the more-well known alternatives to illustrate the state of social-well being of a people, which, however, have not been adopted by the majority of countries today as their primary gage for national development. This only manifests the intellectual hegemony as perpetuated by its apologists, especially the neo-classical economists, of the capitalist class with regards to how the destiny of a nation should be evaluated.

The Philippine government, besides obediently adopting the GDP method of the bourgeoisie, has mangled its application through a very sloppy gathering of price data to explain the productive activities of the Filipino people. The subtleties  in which capitalist countries use the GDP method to make it appear that if there is growth in GDP, the state of the whole economy is healthy, has not been inherited by the Philippine government. The use of GDP by the Philippine government is more ideologically or politically blatant to hoodwink its people. The base year has been changed 4 times, violating even the basic standards set by the bourgeois economists of when the base year should be revised. The abuse of the GDP method to deodorize a political regime is specially patent during the present Arroyo regime, when the statistical discrepancies between GDP by economic activity and GDP by expenditures have become very high, amounting on the average to P310 billion from 2001 to 2006. The Arroyo regime has also changed the base year for CPI from 1985 to 1994 to show a lower inflation rate in the prices of consumer goods. It could be said that the motivating principle of the Arroyo regime seems to be to create more illusions for a people that tolerate deception. 

Unless responsible leaders and organizations of the world come together to intellectually combat the various theories of human progress promoted by the dominant capitalist class, more miseries and cultural bankruptcies will prevail upon the world. Never in the history of humankind has economic want and hunger become extensive as they are at present with almost one billion people suffering from starvation
.This amidst a time of plenty, when warehouses and stockrooms of the owners of production are awash with their abundant goods, which, however, cannot be sold because of the meager incomes of 1/3 of the world population. Thus, crises of overproduction spawned by the greed of capitalism continue to recur in the world, further impoverishing the working class who become the first victims of economic disorder. 
If the global economy remains in the hands of those who seek primacy in the marketplace, GDP accounting will only be a myth of development. Unless, the private ownership of the means of production is changed in   favor of the collective good of the people, GDP growth as a measure of the productive activities of societies will only reflect the economic prosperity of the few over the labor of the many and the exploitation committed against the true producers of the wealth of humankind. 
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