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PREFACE

This publication makes available internationally com-
parable estimates of real gross domestic product (GDP)
for the reference year 1985. The real values of GDP and
its expenditure components (such as household consump-
tion, government services and capital formation) pre-
sented in this study were obtained by applying conversion
rates, called purchasing power parities (PPPs), instead of
using market or official exchange rates. For certain types
of analyses, PPP-converted values are considered to be
more appropriate, in particular when determining the
relative shares of economies in the real world output free
from the fluctuations of exchange rates or the distortions
caused by intercountry differences in price levels and
structures. Therefore, data on real product and PPPs for
countries all over the world are widely used for various
analytical purposes, and the International Comparison
Programme (ICP) offers a major source of such informa-
tion.

The present report, a joint publication of the United
Nations and the Statistical Office of the European Com-
munities (EUROSTAT), contains the detailed results of
phase V of the International Comparison Programme
(ICP) with the reference year 1985. The results in the
report constitute the latest available data on real product
obtained in this full-scale intercountry comparison in-
volving detailed price surveys and national accounts data
collection. ]

The report presents the global results of the ICP for
1985 by providing brief references to each of the regional
studies on which the global exercise was based. Along
with an explanation of the global framework of the ICP
and its organizational procedures, the report comprises
concise methodological notes. Further, it supplies the
readers with information on how the results were calcu-
lated, focusing on the uses and limitations of the numbers
to facilitate understanding ICP results correctly.

This publication with latest results of the global Inter-
national Comparison Programme is part of a long-term
endeavour of the world statistical community that has
produced benchmark estimates for a growing number of

ii

countries for selected years within the period 1967-1990.
The present release of ICP data for 1985 is a continuation
of that work. In the sequence of ICP publications with
global results, the previous one was the report World'
Comparisons of Purchasing Power and Real Product for
1980, issued by the United Nations and EUROSTAT in
1986.

Since its inception in the late 1960s, the ICP has grown
from a pilot project to a global programme and is carried
out through cooperative efforts among a large number of
organizations at the country, regional and global levels. In
the course of decades, it has undergone several changes in
terms of its methodology and organizational framework.
The ICP is currently conducted on a regionalized basis;
however, work in the various regions is carried out in a
harmonized way. Thus, apart from the primary aim of
producing real GDP data at the regional level, this proce-
dure ultimately allows the derivation and processing of
globally comparable results.

The numerical data presented in this report have been
obtained by linking regional data for 1985. The Statistical
Office of the European Communities (EUROSTAT) has
undertaken the processing of the global data for phase V,
a major contribution to the publication of this report. The
report, which is based on those calculations, was pro-
duced at UNSTAT, with the assistance of Dr. Zoltan
Kenessey, in his capacity as consultant. ICP activities
have been globally coordinated by the Statistical Division
of the United Nations (UNSTAT).

In response to user needs and to expedite analytical
studies based on ICP data, the most detailed available
numerical results of the 1985 global ICP are issued in this
publication. For the convenience of users, the same tables
can be purchased, in diskette form, from UNSTAT. For
information about ordering diskettes, please write to the
Director, UNSTAT, Room DC2-1420, United Nations,
New York, NY 10017. Information on the current price of
the diskette may be found in the Monthly Bulletin of
Statistics.
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INTRODUCTION

The present publication provides the global results of
phase V of the International Comparison Programme
(ICP), which involved a total of 64 countries and areas
with a reference year of 1985.

The ICP is a complex world-wide statistical enterprise
that began in 1967 and has gone through four previous
phases with reference years 1970, 1973, 1975 and
1980. The Programme aims at obtaining internationally
comparable data on total and per capita gross domestic
product (GDP) and its breakdown by type of expendi-
ture. It also takes into consideration the purchasing
power differences of the national currencies in which the
national estimates were originally compiled. Thus the
Programme provides insights into the price levels of dif-
ferent countries.

It should be noted that the ICP has been regionalized
since phase IV. The comparisons have been carried
out for regions (or country groups) first; the world com-
parison was then achieved by linking these original
comparisons to arrive at the comprehensive results. As in
previous phases, ICP comparisons are the results of the
cooperative efforts of many international organizations
and regional centres, as well as the participating coun-
tries. During the last phase (with reference year 198S5),
the Statistical Office of the European Communities
(EUROSTAT), the Organization for Economic Co-operation
and Development (OECD), the Economic Commission
for Europe (ECE), the Economic and Social Commission
for Asia and the Pacific (ESCAP) and the Austrian Cen-
tral Statistical Office contributed very significantly to the
world-wide efforts, as well as actively carrying out re-
gional comparisons. The World Bank, with its keen inter-
est in the uses of the ICP results, has been involved in
several aspects of the comparison work. In phase V, the
Statistical Division of the United Nations Secretariat
(UNSTAT) continued to perform an essential coordina-
tion role and provided advisory services where needed.
The late Professor Irvin B. Kravis, founder of the ICP, and
Professor Alan Heston of the University of Pennsylvania,
Philadelphia, furnished valuable technical advice through-
out the 1985 project. '

Six regional comparisons were carried out in the
framework of phase V of the ICP with 1985 as reference
year. Results obtained in each of the regional exercises

have already been published. The European Community
(EEC) issued a report on the 1985 comparison con-
ducted by EUROSTAT for its 12 member countries. A
separate report covers the results for the 22 countries
which participated in the 1985 comparison conducted by
the OECD. Results of the European comparison for 1985,
covering 17 European OECD countries plus three Eastern
European countries, were published by the ECE. Results
of the 1985 African comparison, covering 22 African
countries conducted by EUROSTAT, were also pub-
lished. A study with results of the 1985 Caribbean com-
parison, conducted by EUROSTAT, was made available
in 1991. The results of the comparison for 1985, con-
ducted among 10 Asian countries and areas plus Japan by
the ESCAP, were published by the ESCAP Secretariat in
1992.

The present report was prepared on the basis of the
above-mentioned regional comparisons carried out in
phase V, in which a total of 64 countries and areas partici-
pated according to their status as of 1985. The processing
of the world results with reference year 1985 was under-
taken by EUROSTAT in 1992 after the completion of all
regional comparisons. Unfortunately, no satisfactory so-
lution could be found for a timely integration of the Car-
ibbean region into the world comparison and there was no
full-scale comparison of the Gross Domestic Product
available for Nepal. Therefore, in the final processing,
world results were computed for 56 countries and areas
presenting details for 53 expenditure categories on GDP.

This report is divided into four sections. Section I pro-
vides the summary results regarding the 1985 bench-
mark year of ICP phase V. This is followed by a note on
the ICP methodology (section II). In section III, some
aspects of the 1985 regional comparisons are highlighted.
Finally, in section 1V, the detailed results of the 1985
comparisons covering 56 countries are tabulated with
notes on the countries and areas covered and the 1985 ICP
linking methods of regional results. The uses and limita-
tions of the ICP results are also given some thought in the
same section. The report provides an overview of the
general framework of the global comparison in figure 1.
At the end of the report, a glossary and references are
provided.



I. SUMMARY OF 1985 RESULTS

The detailed results of the 1985 world comparisons are
contained in section IV of this report. The data shown in
table A and in table B are confined to summary results for
countries and areas participating in the International
Comparison Programme in 1985. The items covered for
each are the following: (1) country/area name; (2) name
of national currency; (3) size of population; (4) total
GDP in national currency; (5) per capita GDP in United
States dollars at international prices; (6) per capita GDP
in percentages of the United States per capita level;
(7) purchasing power parity (PPP) of the national cur-
rency; (8) exchange rate of the national currency per
United States dollar; and (9) national price level in per-
centages of the United States price level.

The first three column headings of table A and table B
are self-explanatory; they simply provide for essential
reference information. Column 4 shows basic input data
as submitted by the participating countries: the total GDP
of each country expressed in its national currency. The
remaining five columns contain the ICP results proper.
While columns 5 and 6 refer to the quantity comparisons
of countries by indicating their real-term GDP estimates,
columns 7 through 9 list information relevant to the price
comparisons. The price level of a country in column 9 is
defined with a view to the relationship of its PPP to its
exchange rate, by dividing the former by the latter (then
multiplied by 100). In the case of the United States, which
is used as the numeraire country, this results in a price
level taken as 100, and the price levels of all other coun-
tries are expressed in terms of this magnitude.

Table A and table B contain the information enumer-
ated above in two renderings. First, Table A shows all
64 participating countries by continent (Africa, Asia,
Europe, Canada and the United States, Oceania and the
Caribbean). Second, table B displays the same informa-
tion in descending order according to the per capita GDP
in United States dollars at international prices, covering
56 countries for which global results were generated. In
this table the countrics are listed according to four group-
ings by levels of their per capita GDP.

One of the key findings from table A and table B is
the difference between exchange rates and PPPs for
countries. There are always differences between the ex-
change rate of a currency and its purchasing power,
though the magnitude of this difference varies from coun-
try to country. Naturally, GDP expenditures converted to
a common currency using exchange rates or PPPs will
produce two different sets of results. Expenditures con-
verted by exchange rates reflect not only differences in
the quantities purchased in the different countries, but
also the differences in price levels between countries.
Therefore, exchange rates are not appropriate tools for
international comparisons of volume. Generally, it is
thought that exchange rates are most relevant to certain
types of analysis, e.g. to those components of the GDP
which are subject to international trade; however, many
items of services, as well as much of construction, are not
in this category.

If the quantities of GDP of different countries have to
be compared, PPP-based studies are preferable to ex-
change rate-based calculations, so that real-term GDP
comparisons of countries can be estimated. The PPPs are
estimated on the basis of numerous detailed price com-
parisons, carried out in terms of closely specified items
and common expenditure categories. PPPs are currency
conversion rates which eliminate the differences in price
levels between countries. Thus, the PPP converted expen-
ditures on GDP are expressed at the same set of interna-
tional prices so that comparisons between countries
reflect only differences in the volume of goods and services.

For 1985, ICP world comparisons of per capita real
GDP are available for 56 countries. Internationally com-
parable results for Nepal are presented under section III
in the regional context. Numerical data of the seven Car-
ibbean countries, covered in a regional exercise, are not
included in this report for reasons explained in sections
III B and IV B.

The world comparison results for 1985, included in
table B, show that the 56 countries examined form four
groupings according to the level of their per capita real
GDP estimates: high-, middle-, lower-middle- and low-
level groups.

In countries with high per capita level of GDP in real
terms, this indicator exceeds 10,000 dollars per head of
the population. In other words, these 18 ICP countries in
1985 attained more than 60 per cent of the per capita GDP
level in the United States. They were concentrated in
three geographic areas, namely: Western Europe (12
countries); Asia and the Pacific (four countries); and
North America (two countries). The 12 European ICP
countries in this uppermost grouping were the following:
Austria, Belgium, Denmark, Finland, France, Germany,
Italy, Luxembourg, the Netherlands, Norway, Sweden and
the United Kingdom. The four ICP countries belonging to
this grouping in 1985 in Asia and the Pacific were Austra-
lia, Hong Kong, Japan and New Zealand, and it also in-
cluded two North American countries, Canada and the
United States. While the combined population of these 18
countries amounts to 29 per cent of the total population of
the 56 countries covered in the global programme, they
generated 77 per cent of the total GDP of these 56 coun-
tries.

In the middle-level group of countries, the real GDP
per capita remains below $10,000, but is higher than
$3,000. This group of countries in the 1985 ICP included
twelve countries; among them were eight European coun-
tries, two Asian countries, and two African countries, all
of which fall between 20 and 50 per cent of the United
States per capita GDP level. The European countries were
Greece, Hungary, Ireland, Poland, Portugal, Spain, Turkey
and Yugoslavia. The two Asian countries in this group
were Iran (Islamic Republic of) and the Republic of
Korea, while the two African countries were Mauritius
and Tunisia.

The third grouping of 11 countries is defined here as
having a lower-middle level of per capita real GDP, repre-



senting a range from $1,500 to $3,000, or 10 to 20 per
cent of the per capita United States GDP in 1985. All
countries in this group were from Africa (eight countries)
and Asia (three countries). The African countries were the
following: Botswana, Cameroon, Congo, Egypt, Cote
d’Ivoire, Morocco, Swaziland and Zimbabwe. The three
Asian countries in this group were the Philippines, Sri
Lanka and Thailand.

Fifteen countries, all of them in Africa (12 countries)
and Asia (three countries), were found to have a low real
GDP per capita level that corresponds to less than $1,500
of real GDP per capita, remaining below 10 per cent of
the respective United States data, The twelve African
countries were Benin, Ethiopia, Kenya, Madagascar,
Malawi, Mali, Nigeria, Rwanda, Senegal, Sierra Leone,
the United Republic of Tanzania and Zambia. The three
Asian countries in this group were Bangladesh, India and
Pakistan. It should be mentioned that within this grouping
the per capita GDP in seven of the African and two of the
Asian countries was less than (or equal to) 5 per cent of
the United States level. While countries in this group rep-

resent half of the total population of the 56 ICP countries,
their combined real GDP accounts for only 8 per cent of
the total.

In summary, countries from different geographical
areas are unevenly distributed according to their real GDP
per capita levels, as shown in table C. In addition, the
variation within geographical areas is quite significant. In
respect to this matter, further information on selected re-
sults of 1985 comparisons within regions can be found in
section III of the present report. It should be noted that
ICP regions may not always correspond to geographical
areas.

Overall, in reference year 1985, the 56 countries cov-
ered in the global results of the International Comparison
Programme had a total of approximately 2,382 million
inhabitants, that is, close to half of the world population.
Table D presents the share of the individual countries in
terms of their population, area and real GDP in the total
of 56 countries covered by the 1985 global ICP exercise.
Countries in table D are arranged in descending order of
their population.



TABLE A.

GROSS DOMESTIC PRODUCT IN NATIONAL CURRENCY AND IN US DOLLARS AT INTERNATIONAL PRICES,

POPULATION AND PRICE LEVELS, 1985

5

Per capita GDP
Total GDP Purchasing Exchang
Resident in national US dollars at power rate Price
population currency international With parity (PPP) (per level
Country or area Currency (millions) (millions) prices US=100  (per US dollar) US dollar) Us=100
2) 3 “@) (4] © ) ® o]
Africa
Benin ......... CFA francs 3.930 499 848 1333 8.1 95.45 449.26 21.2
Botswana .. ..... Pula 1.090 1692 2671 16.2 0.5813 1.90 30.6
Cameroon .. ..... CFA francs 10.190 4 528 000 2724 16.5 163.1 449.26 36.3
Céte d’Ivoire . . . . . CFA francs 9.810 3137592 1710 104 187.1 449.26 41.6
Congo ......... CFA francs 1740 970 850 2559 15.5 218.1 449.26 48.5
Egypt ......... Pounds 48.500 38 320 2794 16.9 0.2828 0.70 40.4
Ethiopia . ....... Birr 43.350 9 881 301 1.8 0.7562 2.07 36.5
Kenya ......... Shillings 20.330 98 285 995 6.0 4.859 16.43 29.6
Madagascar . .. ... Francs 9.980 1 553 400 631 38 246.7 662.48 37.2
Malawi . . . ... ... Kwacha 7.060 2 020 630 38 0.4544 1.72 264
Mali .......... CFA francs 8.210 518 521 365 2.2 173.2 449.26 38.5
Mauritius . . ... .. Rupees 0.990 16 265 5886 35.7 2.7913 15.44 18.1
Morocco . .. ... .. Dirhams 21.940 119 658 2371 14.4 2.300 10.06 229
Nigeria . . .. ..... Naira 95.220 80 309 980 5.9 0.8603 0.89 96.7
Rwanda ........ Francs 6.070 151 746 676 4.1 36.98 101.26 36.5
Senegal ... ..... CFA francs 6.440 1 186 900 1334 8.1 138.2 449.26 30.8
SierraLeone . . . . .. Leones 3.600 4413 630 38 1.9467 5.09 38.2
Swaziland .. ... .. Emalangeni 0.650 747 2344 14.2 0.4904 2.22 22.1
Tunisia . ... ..... Dinars 7.260 6 860 3446 20.9 0.2742 0.83 33.0
United Rep. Tanzania . Schillings 21.730 111 831 418 2.5 12.31 17.47 70.5
Zambia ... ..... Kwacha 6.670 6333 938 5.7 1.0120 3.14 322
Zimbabwe . . ... .. Dollars 8.380 8 099 1684 10.2 0.5739 1.61 35.6
Asia
Bangladesh . .. ... Taka 98.660 497 542 830 5.0 6.075 31.0 19.6
HongKong . ..... Dollars 5.460 260 752 10 204 619 4.680 7.791 60.1
India . ......... Rupees 755.000 2 640 990 749 45 4.667 12.37 37.7
Iran (Islamic Rep. of) . Rials 47.820 15275716 4619 28.0 69.16 87.967 78.6
Japan . . ... ..... Yen 120.754 316 114 000 11 795 71.5 2219 236.61622 93.8
Korea ......... Won 41.210 75 348 652 3979 24.1 459.5 870.027 52.8
Nepal® . ........ Rupees 16.690 . . . . 18.247 .
Pakistan ... ..... Rupees 97.670 492 940 1342 8.1 3.761 15.928 23.6
Philippines . .. ... Pesos 54.670 616 658 1791 10.9 6.297 18.738 33.6
SriLanka .. ..... Rupees 15.840 155 092 1852 11.2 5.288 27.16 19.5
Thailand . .. ... .. Bhat 51.300 1 096 486 2641 16.0 8.094 27.13 29.8
Europe
Austria . . ... ... . Schillings 7.555 1 366 640 10 895 66.1 16.60 20.49934 81.0
Belgium ... ..... Francs 9.858 4 695 382 10 671 64.7 44.63 58.85769 75.8
Denmark ... ..... Kroner 5.114 612 869 12 234 74.2 9.796 10.5083 93.2
Finland ... ... .. Markkaa 4,901 3351394 11 464 69.5 5.970 6.15161 97.0
France ......... Francs 55.173 4585338 11434 69.3 7.269 8.90463 81.6
Germany ... ..... D.Mark 61.024 1839910 12 169 73.8 2.478 2.91751 84.9
Greece . ........ Drachmas 9.989 4527 150 5 861 35.5 77.33 138.56724 55.8
Hungary ........ Forint 10.649 945 462 5140 312 17.27 49.6494 348
Ireland . ... ..... Pounds 3.540 17 254 6 740 40.9 0.7231 0.9372 71.2
Italy . ......... Lire 57.141 805 754 000 10 827 65.6 1302.0 1897.54 68.6
Luxembourg . . .. .. Francs 0.366 211 786 13416 81.3 43.13 58.85769 733
Netherlands . . .. .. Guilders 14.488 415 061 11 256 68.2 2.545 3.29059 774
Norway . ....... Kronor 4,148 497 835 13913 84.4 8.626 8.53249 101.1
Poland . ... ..... Zlotys 37.203 10 462 078 4 039 245 69.62 145.8323 47.7
Portugal . ....... Escudos 9.648 3557 800 5568 33.8 66.23 170.68936 38.8
Spain . ......... Pesetas 38.602 27 929 695 7 589 46.0 95.34 169.26488 56.3
Sweden ... ..... Kronor 8.350 862 522 12 679 76.9 8.147 8.54597 95.3
Turkey . ........ Liras 49.870 27 509 100 3599 218 153.30 521.983 294
United Kingdom . Pounds 56.618 350 450 10 905 66.1 0.5676 0.77183 73.5
Yugoslavia . . .. ... New Dinars 22.361 12 305 121 4 810 29.2 114.40 272.31323 42.0
Canada and United States
Canada . ... ..... Dollars 25.379 472 498 15 258 925 1.220 1.36556 89.4
United States . . . . . Dollars 239.283 3946 615 16 494 100.0 1.00 1.00 100.0
Oceania
Australia . .. ... .. Dollars 15.752 228 161 11723 71.1 1.236 1.43113 86.3
New Zealand .. ... Dollars 3.254 44 255 10 047 60.9 1.354 2.00189 67.6



TABLE A (continued)

Per capita GDP
Total GDP Purchasing Exchang
Resident in national US dollars at power rate Price
population currency international With parity (PPP) (per level
Country or area Currency (millions) (millions) prices US=100  (per US dollar) US dollar) Us=100
] @ 3) “) ) ©) ) @ (4]
Caribbean
Bahamas® . ... ... Dollars 0.232 1 880 . " . 1.00
Barbadogb ....... Dollars 0.253 2410 . y . 2.011
Grepada® . ...... Dollars 0.096 3 . “ . 2.70
Jamaica® . . ... ... Dollars 2311 11151 . . . 5.48
St.Lucia® . ... ... Dollars 0.137 504 . . . 2.70
Suriname® . . ... .. Guilders 0.375 1741 . ) . 1.785
Trinidad and Tobago® .  Dollars 1.178 18 077 . . . 3.60

*Only regional comparison results available. For additional data on Nepal, see table F.
umerical data of the seven Caribbean countries covered in a regional exercise for 1985 are not included in this report; for relevant regional data, see
the study listed in the references.

TABLE B. GROSS DOMESTIC PRODUCT IN NATIONAL CURRENCY AND IN US DOLLARS AT INTERNATIONAL PRICES,
POPULATION AND PRICE LEVELS, 1985

(Countries arranged in descending order of magnitude of per capita GDP in US dollars)

Per capita GDP
Total GDP Purchasing Exchange

Resident in national US dollars at power rate Price

population currency international With parity (PPP) (per level
Country or area Currency (millions) (millions) prices US=100  (per US dollar) US dollar) Us=100

) G “) (&7 () ) ® ®

United States . . ... .. Dollars 239.283 3946615 16 494 100.0 1.00 1.00 100.0
Canada .......... Dollars 25.379 472 498 15258 92.5 1.22 1.36556 89.4
Norway . ......... Kronor 4.148 497 835 13913 844 8.626 8.53249 101.1
Luxembourg . ...... Francs 0.366 211786 13 416 81.3 43.13 58.85769 73.3
Sweden . ......... Kronor 8.350 862 522 12 679 76.9 8.147 8.54597 95.3
Denmark ......... Kroner 5.114 612 869 12 234 74.2 9.796 10.5083 93.2
Germany ... ...... D.Mark 61.024 1839910 12 169 73.8 2.478 291751 84.9
Japan . . ... ...... Yen 120.754 316 11 4 000 11 795 71.5 2219 236.61622 93.8
Australia . .. .... .. Dollars 15.752 228 161 11723 71.1 1.236 1.43113 86.3
Finland . ... ...... Markkaa 4.901 335394 11 464 69.5 5.97 6.15161 97.0
France .......... Francs 55.173 4 585 338 11434 69.3 7.269 8.90463 81.6
Netherlands . . ... .. Guilders 14.488 415061 11 256 68.2 2.545 3.29059 77.4
United Kingdom . . . . . Pounds 56.618 350450 10 905 66.1 0.5676 0.77183 73.5
Austria . ......... Schillings 7.555 1 366 640 10 895 66.1 16.6 20.49934 81.0
Italy ........... Lire 57.141 805 754 000 10 827 65.6 1302.0 1897.54 68.6
Belgium ......... Francs 9.858 4 695 382 10 671 64.7 44.63 58.85769 75.8
HongKong . ... .. .. Dollars 5.460 260 752 10 204 61.9 4.680 7.791 60.1
New Zealand . . ... .. Dollars 3.254 44 255 10 047 60.9 1.354 2.00189 67.6
Spain . .......... Pesetas 38.602 27 929 695 7589 46.0 95.34 169.26488 56.3
Ireland . ... .... .. Pounds 3.540 17 254 6 740 40.9 0.7231 0.9372 77.2
Mauritius . . . . ... .. Rupees 0.990 16 265 5 886 35.7 2.7913 15.44 18.1
Greece . ......... Drachmas 9.989 4527 150 5861 35.5 717.33 138.56724 55.8
Portugal ......... Escudos 9.648 3 557 800 5568 338 66.23 170.68936 38.8
Hungary ......... Forint 10.649 945 462 5 140 31.2 17.27 49.6494 348
Yugoslavia .. .... .. New Dinars 22.361 12 305 121 4810 29.2 1144 272.31323 42.0
Iran (Islamic Rep. of) . . Rials 47.820 15275716 4619 28.0 69.16 87.967 78.6
Poland ... ....... Zlotys 37.203 10 462 078 4039 245 69.62 145.8323 47.7
Korea . . ......... Won 41.210 75 348 652 3979 24.1 459.5 870.027 52.8
Turkey .......... Liras 49.870 27 509 100 3599 21.8 153.3 521.983 29.4
Tunisia . ......... Dinars 7.260 6 860 3446 20.9 0.2742 0.83 33.0
Egypt . . ... ...... Pounds 48.500 38 320 2794 16.9 0.2828 0.70 40.4
Cameroon .. ...... CFA francs 10.190 4 528 000 2724 16.5 163.1 449.26 36.3
Botswana . .. .... .. Pula 1.090 1692 2671 16.2 0.5813 1.90 30.6
Thailand .. ..... .. Bhat 51.300 1096 486 2641 16.0 8.094 27.13 298
Congo .......... CFA francs 1.740 970 850 2 559 15.5 218.1 449.26 48.5
Morocco . .. ...... Dirhams 21.940 - 119 658 2371 14.4 23 10.06 229
Swaziland .. ...... Emalangeni 0.650 747 2344 14.2 0.4904 2.22 22.1
SriLanka . ........ Rupees 15.840 155 092 1852 11.2 5.288 27.16 19.5
Philippines . . . ... .. Pesos 54.670 616 658 1791 10.9 6.297 18.738 33.6
Cote d’Ivoire . . .. ... CFA francs 9.810 3137592 1710 104 187.1 449.26 41.6
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TABLE B (continued)

Per capita GDP
Total GDP Purchasing Exchange
Resident in national US dollars at power rate Price
population currency international With parity (PPP) (per level
Country or area Currency (millions) (millions) prices US=100  (per US dollar) US dollar) Us=100
a) @ (&)} “) ) ©) ) ©®) ®)
Zimbabwe ........ Dollars 8.380 8 099 1684 10.2 0.5739 1.61 35.6
Pakistan . ........ Rupees 97.670 492 940 1342 8.1 3.761 15.928 23.6
Senegal . . ........ CFA francs 6.440 1 186 900 1334 8.1 138.2 449.26 308
Benin ........... CFA francs 3.930 499 848 1333 8.1 95.45 449.26 21.2
Kenya .......... Shillings 20.330 98 285 995 6.0 4.859 16.43 29.6
Nigeria . ......... Naira 95.220 80 309 980 59 0.8603 0.89 96.7
Zambia . ......... Kwacha 6.670 6333 938 5.7 1.012 3.14 322
Bangladesh . . . ..... Taka 98.660 497 542 830 5.0 6.075 31.0 19.6
India ........... Rupees 755.000 2 640 990 749 4.5 4.667 12.37 37.7
Rwanda ......... Francs 6.070 151 746 676 4.1 36.98 101.26 36.5
Madagascar . . . .. .. Francs 9.980 1553 400 631 38 246.7 662.48 37.2
Malawi . ......... Kwacha 7.060 2020 630 38 0.4544 1.72 26.4
Sierraleone .. ... .. Leones 3.600 4413 630 38 1.9467 5.09 38.2
United Rep. Tanzania Shillings 21.730 111 831 418 2.5 12.31 17.47 70.5
Mali ........... CFA francs 8.210 518 521 365 2.2 173.2 449.26 38.5
Ethiopia ......... Birr 43.350 9 881 301 1.8 0.7562 2.07 36.5
TABLE C. NUMBER OF COUNTRIES FROM DIFFERENT CONTINENTS TABLE D (continued)
IN EACH GROUPING ACCORDING TO THEIR REAL GDP PER CAPITA
LEVELS IN 1985 Population Area Real GDP
Country or area () @) 3)
Continents
Country GDP p.c .groupings North America  Europe Africa Asia Ireland .......... 0.149 0.141 0.197
Italy . . .......... 2.400 0.603 5.118
. _ Japan . .......... 5.070 0.756 11.783
ali%ll:ile. Tttt te _E lg 2 ; Kenya .......... 0.853 1.166 0.167
Lower-mi'd;il;z ’ : : _ _ 8 3 Korea ........... 1.730 0.197 1.356
LOW o+ o oo _ _ 12 3 Luxembourg ... .... 0.015 0.005 0.041
Madagascar ... .. .. 0.419 1.175 0.052
Malawi .......... 0.296 0.237 0.037
Mali ........... 0.345 2.482 0.025
TABLED. SHARE OF COUNTRIES ACCORDING TO Mauritius . . . ... ... 0.042 0.004 0.048
BASIC INDICATORS, 1985 Morocco . . . ... ... 0.921 0.894 0.430
(Total of 56 countries = 100) Netherlands ... .... 0.608 0.082 1.349
New Zealand . . ... .. 0.137 0.538 0.270
Nigeria . ......... 3.998 1.849 0.772
Population Area Real GDP Norway . ......... 0.174 0.649 0.477
Couniry or area o @ £ Pakistan . ........ 4.101 1.594  1.084
Philippines . . ... ... 2.296 0.601 0.810
Australia . ........ 0.661 15388  1.528 Poland .......... 1.562 0.626 1243
Austria . . ... ..... 0.317 0.168  0.681 Portugal ......... 0.405 0.184 0444
Bangladesh . . . ... .. 4143 0288 0678 Rwanda.......... 0255 0.053 0034
Belgium . ........ 0414 0061 0870  Semegal .......... 0270 0393 0071
Benin .. ......... 0.165 0.225 0.043 Sierraleone . ... ... 0.151 0.144 0.019
Botswana . ... ... .. 0.046 1.165 0.024 Spain . .......... 1.621 1.011 2.424
Cameroon . ....... 0.428 0.952 0.230 SriLanka ......... 0.665 0.131 0.243
Canada .......... 1.065 19.971 3.204 Swaziland ........ 0.027 0.035 0.013
Congo .......... 0.073 0.685 0.037 Sweden . ......... 0.351 0.901 0.876
Cote d’Ivoire . . . . ... 0.412 0.646 0.139 Thailand ......... 2.154 1.029 1.121
Denmark ......... 0.215 0.086 0.518 Tunisia .......... 0.305 0.328 0.207
Egypt .. ......... 2.036 2.005 1.121 Turkey . ......... 2.094 1.563 1.485
Ethiopia ......... 1.820 2.446 0.108 United Kingdom . . . .. 2.378 - 0.489 5.108
Finland . ......... 0.206 0.675 0.465 United Rep. Tanzania 0.912 1.892 0.075
France .......... 2316 1.095  5.219 United States . . . . . . . 10.046  18.763  32.649
Germany . ........ 2.563 0498  6.143 Yugoslavia . ....... 0.939 0.512  0.890
Greece . ......... 0419 0.264  0.484 Zambia . ......... 0.280 1.507  0.052
HongKong . .. ..... 0.229 0.002 0461 Zimbabwe . ....... 0.352 0782  0.117
Hungary .......-- ps 0. 15¢ 0453 Total of 56 countries . . . 100.000  100.000 100.000
Iran (Islamic Rep. of) . . 2.008 3.299 1.827



II. NOTES ON THE ICP METHODOLOGY

The basic task of the ICP is to convert the gross domes-
tic product (GDP) and its main aggregates of various
countries to a common currency and to make them di-
rectly comparable. The calculation of the purchasing
power parities (PPPs) is needed for the conversion of na-
tional currencies, rather than using official exchange
rates. The main thrust of the ICP methodology has been to
obtain quantity comparisons by means of price and ex-
penditure comparisons. Expenditures on GDP were bro-
ken down into detailed categories, termed basic headings,
and expenditure estimates for each basic heading were
reported by the participating countries. In the 1985 ICP,
150 to over 250 basic headings were used, depending on
region. For each basic heading, prices were collected and
compared among all participating countries from a set of
representative items in common use. In the process, PPPs
are obtained and used instead of exchange rates for con-
verting data into a common currency. The PPP is defined
in such a way that the same amount of dollars exchanged
at these rates would buy the same amount of goods and
services in every country. Once the PPPs are available,
GDP and its main aggregates can be compared in real
rather than nominal terms for each country. In this render-
ing the adjusted GDP series are representing internation-
ally comparable quantities, which are adjusted for the
purchasing power differences of the national currencies.

The quality of ICP comparisons depends heavily on the
individual item prices. For ICP purposes, rather detailed
item specifications are used. These closely describe the
items to be priced, with reference to their basic physical
characteristics, quality and the unit to be priced. These
specified prices will establish the price parities at the
basic heading level and provide much insight into the
price levels and the structure of prices in the countries

involved. In turn, such price information permits the cal-
culation of real-term comparisons of the total GDP and its
components across countries. The prices collected in each
country must be of the same quantity and quality as the
specifications selected among countries. In particular,
these include the unit sizes and delivery conditions (e.g.,
package, warranty etc.). For GDP comparisons, higher-
quality products are considered to encompass more quan-
tity than lower-quality products do. Hence, the extensive
attention in the ICP to the issues of specifications, quality
assessments and adjustment procedures (when the quali-
ties are divergent for the same goods or services in vari-
ous countries) is needed to produce appropriate quantity
comparisons across countries.

Price comparisons in certain areas require special treat-
ment. In the areas of health, education and government
services, where prices often are non-existent or hard to
compare, indirect price comparisons are also used in the
ICP on the basis of an input approach. Construction
prices are compared in a procedure of pricing the same
standard objects in each country.

After the detailed expenditures have been reported and
price ratios have been derived from the prices for individ-
ual goods and services previously collected, the next step
is to calculate PPPs and real values for the various aggre-
gate categories and the GDP by using multilateral index
systems and aggregation methods.

The detailed description of the ICP methodology can
be found in the Handbook of the International Compari-
son Programme, a United Nations publication. In addi-
tion, the regional comparison reports are rich sources of
information on the methodology applied. For clarifica-
tion of terms and quick reference to other selected aspects
of the methodology, the Glossary can be consulted.



III. REGIONAL RESULTS

There is an abundance of information contained in the
1985 regional comparison results. These comparisons
produced a wealth of statistics revealing price and expendi-
ture conditions in a total of 64 countries, that is, almost
one third of the countries of the globe. Since the inception
of the ICP the number of participating countries has in-
creased significantly (see table E), though the coverage is
still far from being universal.

The reasons why certain countries did not join the pro-
gramme, or others that had participated earlier dropped
out, are manifold. For a large number of countries partici-
pation is simply not possible without outside support,
mainly technical assistance that requires appropriate
funding. Such funding has been available for certain
groups of countries, while it could not be secured for
others in phase V. While insufficient financial support
might adversely influence the decision of some countries
regarding participation in the ICP, this explanation may
not apply in the case of all nations outside the pro-
gramme. Some countries may have different priorities in
their national statistical services that, from their point of
view, would outweigh the importance of obtaining inter-
nationally comparable national accounts and price data,
or the benefits from participation. While reasons can be
very complex, the fact is that in phase V no countries
from Latin America or Western Asia were covered, in
spite of the intentions and efforts of the coordinating
organizations.

In the present report only some features of the regional
comparisons with reference year 1985 are highlighted.
For more detailed results and information on how the
regional comparisons were conducted, the reports perti-
nent to each comparison should be consulted. The rele-
vant publications are listed in the References.

In addition to the published data, more detailed results
may be available, upon request, from the organizations
coordinating each regional comparison. Regions, how-
ever, may have different policies regarding whether basic
national data on prices and expenditures can or cannot be
released for research purposes, depending upon the ap-
proval or restrictions imposed by the participating coun-
tries concerned. Inquiries about the availability of such
detailed information could be directed to the respective
agencies acting as regional centres.

A. AFRICAN COMPARISON

At the outset of the ICP work in phase I, more than two
decades earlier, one African country—Kenya—was in-
cluded in the International Comparison Programme. For
1985, the regional comparison involved 22 African coun-
tries. Participating countries in the 1985 African compari-
son were Benin, Botswana, Cameroon, Congo, Coéte
d’Ivoire, Egypt, Ethiopia, Kenya, Madagascar, Malawi,
Mali, Mauritius, Morocco, Nigeria, Rwanda, Senegal,
Sierra Leone, Swaziland, United Republic of Tanzania,
Tunisia, Zambia and Zimbabwe. Seven African countries,
namely, Benin, Congo, Egypt, Mauritius, Rwanda, Sierra
Leone and Swaziland, were newcomers in the programme
for 1985.
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TABLEE. COUNTRY PARTICIPATION IN THE PHASES OF THE ICP

Country/area

Phases

4

Benchmark year

i

w

1970

1973®

1975

1980

1985

Africa®
Benin
Botswana
Cameroon
Congo
Céote d’Ivoire
Egypt
Ethiopia
Kenya
Madagascar
Malawi
Mali
Mauritius
Morocco
Nigeria
Rwanda
Senegal
Sierra Leone
Swaziland
Tunisia
United Republic of

Tanzania . ... ...
Zambia . . .......
Zimbabwe

Asia and Oceania®

Bangladesh
Hong Kong
India
Indonesia
Iran, Islamic Republic of
Israel
Japan
Malaysia
Nepal

Pakistan
Philippines . . . . . ..
Republic of Korea . . .
Sri Lanka
Syrian Arab Republic .
Thailand
Australia
New Zealand

North America®
Canada
United States of America
Mexico . . . ... ...

Central and South America®

Argentina
Bahamas

Barbados . .. ... ..
Bolivia
Brazil
Chile
Colombia

Costa Rica
Dominican Republic

X

I

E T R ]

L »

L]

»” »

L ]

HoR M R X

PR R R R T R R B B B R I B

LR ]

»

E R »

E ]



TABLE E (continued)

Phases

I w vV

Benchmark year

Country/area 19700 197> 1975 1980 1985

Ecuador .. .... .. X
ElSalvador . ... .. x
Grenada
Guatemala
Honduras
Jamaica
Panama
Paraguay
Peru
Saint Lucia
Suriname
Trinidad and Tobago
Uruguay
Venezuela

X

b

»

Europe®
Austria
Belgium
Denmark

L I
LI ]

France
Germany, Federal
Republic of
Greece
Hungary
Ireland
Italy
Luxembourg
Netherlands

»

E I

tl

R I B R
EE I B B - A

Portugal
Romania
Spain
Sweden
Turkey
United Kingdom of

Great Britain and

Northern Ireland . . X x X X X
Yugoslavia . . ... .. X X X

b

]
»®

»”

>

®In phase I, there were 6 countries which also provided benchmark data
for 1967.

bm phase il, 6 additional countries provided benchmark data for 1970,
which were combined with revised data for the original 10 benchmark
countries; in addition, all estimates were also made for 1973 based on some
original and some updated price data.

“Countries in this table are listed by geographical areas, since regionali-
zation of the ICP became effective in phase 1V and onward. However, one
should bear in mind that the composition of ICP regions does not necessarily
correspond to the geographically contiguous areas as shown above.

The key role in the work was undertaken by EURO-
STAT, which coordinated and managed the African re-
gional comparison, including data collection and process-
ing work. EUROSTAT also provided substantial funding
for the African exercise. Conducting the African compari-
son took four years of work and involved efforts concen-
trated in an extensive regional programme, headed by
EUROSTAT working in close cooperation with the na-
tional statistical offices of the participating countries.

The classification scheme applied in the African com-
parison for 1985 comprised 170 basic headings where
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consideration was given to the minimum requirement of
data availability at the detailed level for the world com-
parison. The number of basic headings for Private Con-
sumption (including government expenditure on health
and education) was 126; for Public Consumption 6; for
Gross Fixed Capital Formation 36; and for Changes in
Stocks and Balance of Exports and Imports 1 each. The
number of products selected for pricing in each basic
heading varied considerably. The total number of repre-
sentative items exceeded 1,000 goods and services; for
Private Consumption alone 973 items were selected, 174
specified items were used to price Equipment Goods
(Transport, Machinery and Other Equipment), and for the
comparison of construction prices 10 structures were
chosen. Price surveys were conducted between December
1985 and May 1987; in most countries they were com-
pleted in the first half of 1986. In order to estimate prices
in 1985, temporal adjustments were made to some of the
prices reported. While the actual conduct of the surveys
was the responsibility of the national statistical offices,
survey documents and technical advice were provided by
EUROSTAT.

The computations made by EUROSTAT included ap-
propriate edit checks and additional computing for the
countries which did not provide national average prices,
but only submitted price observations. Transitive basic
parities were derived by using the Elteto-Koves-Szulc
(EKS) method; for the aggregation of basic PPPs and
calculating real values for aggregated categories of the
GDP, the Geary-Khamis (G-K) method was applied. In
the presentation of results of the comparison for the 22
African countries in 1985, the real values for each coun-
try are expressed in Purchasing Power Standard (PPS).
Instead of giving preference to the currency of a single
country, a numeraire was chosen which combined the cur-
rencies of all countries in the region.

The results show a nearly 16-fold difference between
the first- and the twenty-second-ranked countries (Mauri-
tius and Ethiopia, respectively). Per capita real GDP in
Mauritius is over three times the African average, while
Ethiopia accounts for one fifth of the African average
level. Countries with per capita GDP around the African
average were Zimbabwe, Nigeria and Senegal in 1985.

The report on the African ICP results for 1985 empha-
sized four major potential applications of the information
developed in the comparisons.

First, potential application of ICP results is considered
in costing investment projects. As is stated in the report,
specific surveys undertaken within the ICP on prices,
quantities, quality, the cost of installation etc. should
make it much easier for the authorities to assess the in-
vestment costs of projects they are planning.

Second, the use of the information is placed in the con-
text of competitiveness; detailed price data obtained from
the comparison can be used to compare international ex-
port prices with local prices for specific capital goods, so
that their competitiveness can be assessed.

Third, national authorities are expected to analyse ICP
data to promote national price and income policies. The
report on the African comparison states that it is obvi-
ously important for such policy measures that national
price structures and differences in price levels between
different regions should be known, even if only approxi-
mately, and improved knowledge of regional price vari-



ations obtainable from the ICP could help the authorities
to improve the supply situation (by improving transport,
storage facilities, packaging and marketing etc).

Fourth, it is thought that ICP information could help in
understanding the structural imbalances of a country by
considering the corresponding structures in another coun-
try. Such a comparison may be particularly rewarding
when it concentrates on countries at different stages of
economic development.

In addition to the specific advantages of the ICP infor-
mation for analytical and research purposes in Africa, the
organizational and methodological improvements engen-
dered in the national statistical services of the participat-
ing countries were among the significant gains of the
work. In a number of African countries, before they got
involved in the regional comparison, price surveys had
been irregularly taken and were restricted to large towns
(or to the capital city only), and the sample of household
consumer products was often limited and not strictly de-
fined. Similar improvement in reporting national ac-
counts data was experienced. For example, it was found
that nearly all the 15 countries that participated in both
the 1980 and 1985 phases revised their national accounts
estimates.

The results of the African regional comparison are fully
incorporated in the 1985 global comparison.

B. CARIBBEAN COMPARISON

The Caribbean comparison for 1985 covered the fol-
lowing seven countries: Bahamas, Barbados, Grenada, Ja-
maica, Saint Lucia, Suriname, and Trinidad and Tobago.
Except for Jamaica, this was the very first time that these
Caribbean countries ever participated in the ICP.

The Caribbean work was coordinated by the Statistical
Office of the European Communities (EUROSTAT), as-
sisted by its consulting agency, the European Center for
World-wide Cost of Living Comparisons (EuroCost), in
data collection and preparation of the study on the re-
gional results. The two organizations worked in close co-
operation with the national statistical authorities of the
countries involved, in consultation with the Caribbean
Community secretariat. Substantial financial support for
this regional programme was provided by EUROSTAT.

Work on the Caribbean comparison was started later
than phase V activities in other regions. The overall meth-
odology, data needs and organization of the project were
reviewed at a workshop held at Kingston, Jamaica, in 1987.
In the Caribbean comparison with reference year 1985,
the overall classification scheme for which expenditure
data were required comprised 170 basic headings. The
number of basic headings under each of the major GDP
aggregates corresponded to those in the classification
scheme of the 1985 African comparison. The list of prod-
ucts for household consumption and machinery and
equipment used in the Caribbean price comparison was
based on the one drawn up for the phase V comparison in
Africa. After some modifications aiming at reflecting items
typical in the Caribbean and omitting African commodi-
ties uncharacteristic in the Caribbean countries, but with
most items originating from the African list, a total of 876
products for consumption and 170 for equipment goods
were priced. Basic data were collected by the national
statistical offices assisted by EUROSTAT and EuroCost
experts. The price surveys were carried out between May
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and October 1989 in the countries concerned, typically
during a one-month period. In order to estimate the price
levels for 1985, the ICP reference year of phase V, national
price index information was used to take price changes
between 1985 and 1989 into account. The study on the
regional results, “Comparison of price levels and economic
aggregates: the results of seven Caribbean countries”
(EUROSTAT, Luxembourg, 1991), contains a complete
listing of the deflators used for adjusting surveyed prices.

Data processing was undertaken by EUROSTAT. The
calculation of basic parities was based on the EKS
method; for the aggregation the G-K method was chosen.
To present comparison results, a numeraire was chosen
that combined the currencies of all seven Caribbean coun-
tries compared. The GDP of each country in absolute and
per capita terms is expressed in national currency, in
United States dollars (converted by official exchange
rates) and in Purchasing Power Standard (PPS).

The regional study produced by EuroCost officials
contains abundant information on the methods applied
and presents the Caribbean comparison results at the level
of all 170 basic headings as well as the summary aggre-
gates up to GDP. The results, however, have yet to be
reviewed and approved by the participating countries, at a
regional meeting scheduled for early 1994. Therefore,
under these circumstances and for reasons explained in
section IV.B, this region could not be integrated into the
1985 global comparison.

C. ESCAP COMPARISON

In the ESCAP regional comparison with reference year
1985, the following countries participated at full scale:
Bangladesh, Hong Kong, India, Iran (Islamic Republic
of), Japan, Pakistan, the Philippines, the Republic of Ko-
rea, Sri Lanka and Thailand. The above 10 countries took
part in the entire programme aiming at estimating real
GDP levels and corresponding PPPs. In addition, the par-
ticipation of Nepal was limited to the comparison of con-
sumption only. Japan joined the ESCAP comparison
simultaneously with its participation in the 1985 OECD
comparison; that made possible a convenient linking of
the results obtained in the two studies. Both Japan and
India have been long-time participants of the Interna-
tional Comparison Programme since its phase I onwards;
the other ESCAP countries, except Bangladesh and Ne-
pal, also had previous experience with ICP work.

Organizational and data processing activities of the
comparison were shared by the Statistical Division of the
United Nations Secretariat (UNSTAT) and the United Na-
tions Economic and Social Commission for Asia and the
Pacific (ESCAP). Technical assistance was provided also
by experts of the World Bank, of the Statistical Office of
the European Communities (EUROSTAT) and of the Sta-
tistics Bureau of Japan. Regional ICP work in Asia and
the Pacific for 1985 was sponsored by the Government of
Japan, the Asian Development Bank, the United Nations
Development Programme and the World Bank.

Data inputs for the comparison were the result of the
combined efforts -of the participating countries; in their
efforts countries received technical assistance from nu-
merous sources, as mentioned above. Actual comparison
work started with a regional seminar held in Bangkok in
September 1986; another three regional workshops and
meetings held between 1984 and 1990 contributed to the



clarification of tasks and to the checking and evaluation
of the results. Most of the data surveys took place during
the first half of 1987. Data processing was undertaken by
the Statistical Office of the United Nations Secretariat
(UNSTAT).

In the ESCAP comparison 163 basic headings were
distinguished. In all, for household consumption, 1,533
specifications were priced. It should be noted that GDP
data submitted for the comparison, as in the case of many
countries in other regions, are not exactly the same as the
data reported for the same year in the United Nations
National Accounts Statistics: Main Aggregates and De-
tailed Tables, 1985. The discrepancies are due to the
countries’ efforts to follow ICP principles to enhance
comparability; however, the coordinating agencies are not
aware of all of such corrections made.

On the basis of the prices submitted for the selected
specifications, the PPPs were determined by using the
CPD method. In order to give emphasis to the require-
ment of characteristicity, countries were asked to indicate
the degree of characteristicity of each item priced so that
items termed uncharacteristic would not be taken into ac-
count in the final calculation of PPPs, In this manner, care
was taken to collect prices of items which were both rep-
resentative and comparable; however, the requirement
could not be equally satisfied in respect of each pair of
countries. As in the practice of other regions, some coun-
tries usually tend to price items included in their national
consumer price indices, while others favour conducting
special surveys for the sake of comparability that, in some
cases, may result in pricing higher-quality, more expen-
sive commodities. Experience available from the 1985
ESCAP comparison indicates that, for example, Bangla-
desh tilted mainly to the former solution while India often
followed the latter, and this might have resulted in their
unusual relative volume indices.

The aggregation formula applied in the ESCAP com-
parison was the G-K. In this regional comparison the
original national currency data converted by PPPs to val-
ues at international average prices of the countries in-
volved are expressed in “Asian dollars”, a nominal cur-
rency which plays the role of the numeraire only. Its
purchasing power for the gross domestic product total
(taking all participating countries together) equals the
purchasing power of the United States dollar in 1985;
thus, the total gross domestic product of the whole region,
whether expressed in Asian dollars or United States dol-
lars, is the same. However, in each sub-aggregate group
of the GDP the purchasing power of the Asian dollar is
determined on the basis of ESCAP average prices. In the
ESCAP study, the results of the quantity comparisons are
expressed relative to the average ESCAP level.

The ranking of the countries according to the level of
real GDP per capita indicates that in 1985 its level in
Japan and Hong Kong was 4-5 times as high as the Asian
average, while Bangladesh and India reached about one
third of the average of the 10 ESCAP countries analysed.
The selected data below present the relative position of
Nepal within ESCAP, since its results are not included in
the tables with global results,

D. EEC COMPARISON

A comparison including the 12 member countries of
the European Economic Community (EEC) was con-
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TABLEF. 1985 PER CAPITA GDP COMPARISON IN ASIA
(Average of the 10 countries = 100)
GDP Country GDP Household ~ Government apital
rank name per capita 1pti pti Jormation®
1 Japan ....... 525.3 486.2 2184 698.9
2 Hong Kong 454.2 483.1 202.1 451.8
3 Iran(Islamic Rep. of) 204.1 213.4 2129 179.5
4 Korea, Rep. of 176.8 164.3 153.2 212.7
5 Thailand . . .. .. 116.2 118.8 2729 68.7
6 SriLanka ..... 81.4 74.8 158.4 76.8
7 Philippines 78.5 93.8 139.4 25.8
8 Pakistan .. .. .. 58.8 63.4 185.4 144
9 Bangladesh 36.5 43.7 824 7.3
10 India . ....... 33.1 36.6 45.7 21.6
Nepal® . .. .. .. 33.1 55.9
*Including net exports.

epal provided data only for the comparison of consumption.

ducted by EUROSTAT with reference year 1985. The
EEC comparison included Belgium, Denmark, France,
Germany (Federal Republic of), Greece, Ireland, Italy,
Luxembourg, Netherlands, Portugal, Spain and the
United Kingdom, all of which participated in previous
rounds of the ICP as well.

In the EEC comparison a classification system consist-
ing of 258 basic headings was used. The ample specifica-
tion list, as well as other technical documents elaborated
by EUROSTAT, served as an example for developing
similar documents for the purposes of other regional
comparisons, including the 1985 OECD comparison. The
total number of products included in the specification
lists for various aggregates was close to 3,000 items. For
price collection, the surveys were carried out between
autumn 1984 and spring 1986. For the first time in the
ICP, instead of concentrating on the reference year, price
surveys were split over a longer period to distribute the
workload more equally. This experiment of EUROSTAT
was further explored later on and became known as the
“rolling benchmark year approach”.

Price collection in the EEC countries was the responsi-
bility of the national statistical institutions. Data collec-
tion in the EEC countries was largely financed by EURO-
STAT. In the calculation of parities at the basic heading
level the EKS method was used, which enabled EURO-
STAT to give more importance in the computations to
items that were more representative in a given country.
For multilateral aggregation in 1985, EUROSTAT used
the G-K method. Results are expressed at average prices
of the 12 countries using the Purchasing Power Standard
(PPS) as the reference monetary unit. In order to avoid
taking the currency of one country as reference, in the
Community framework the ECU was chosen. Thus, the
GDP of the Community expressed in PPS as the nu-
meraire is equal to the total GDP of the Community in
ECU. As mentioned elsewhere in this report, the choice of
the numeraire or of the reference unit is a matter of con-
vention and does not affect the results of the comparison.

The comparison results for the EEC regarding the price-
level index show that in 1985 three groups of countries
could be distinguished in relation to the Community aver-
age. Denmark, Germany and France had a price level well



above the Community average; in five countries, the
Netherlands, Belgium, Luxembourg, the United Kingdom
and Ireland, it was around the average; and in Italy,
Greece, Spain and Portugal it remained well below it.

The results illustrate the divergence of exchange rates
and PPPs and its consequences on the ratios in real terms
among countries. The report by EUROSTAT mentions
two extreme cases as examples of this phenomenon. Den-
mark’s share of total Community GDP equals 2.31 per
cent if converted by exchange rates of ECU but falls to
1.85 per cent if calculated in real terms. On the other
hand, Portugal’s share amounts to 0.82 per cent on the
basis of values in ECU but increases to 1.59 per cent
expressed in real terms based on PPP conversion. In 1985
the per capita volume index for real GDP was highest in
Luxembourg (127.8 per cent) compared to the EEC aver-
age, two and a half times as high as in Greece and Portu-
gal at the other end of the ranking.

Unlike other regions in the ICP framework, the EEC
comparison results computed by EUROSTAT are used in
the Community not only in economic analysis and fore-
casts but also as one of the criteria for the distribution of
Community revenue and funds.

The results of the EEC comparison were incorporated
into the OECD comparison, the European Comparison
Programme and the global ICP for 1985, whereas the re-
quirements of the “fixity principle” in respect of the 12
Community countries have been taken into consideration
to preserve the uniformity of the EEC data.

E. OECD COMPARISON

Twenty-two OECD countries were covered in the
OECD 1985 comparison. In addition to the 12 EEC mem-
bers the countries covered were Austria, Australia, Can-
ada, Finland, Japan, New Zealand, Norway, Sweden, Tur-
key and the United States of America; only two OECD
member countries, Iceland and Switzerland, were not in-
cluded. All countries had previous experience with the
ICP except for Australia, New Zealand, Sweden and Tur-
key, which participated in the programme for the first
time in 1985, '

As before, the PPPs and associated estimates of real
expenditure on GDP based on price and expenditure data
for 1985 were calculated in collaboration with EURO-
STAT. In respect to the comparison of the 12 Community
countries and Austria, the coordination responsibilities
rested with EUROSTAT; the OECD organized the com-
parison for the remaining 9 countries. The actual calcula-
tions for the entire OECD group were carried out by
EUROSTAT. The results for the 12 Community countries,
calculated at average EEC prices, remained unchanged in
the OECD framework; only real values for the EEC as a
whole and the results for the other 10 OECD countries
were shown at average OECD prices—that is, the average
prices of the 22 countries. As a consequence of the “fixity
principle”, the linked data are not additively consistent,
so linked components do not sum to linked totals.

The classification scheme of the 1985 OECD compari-
son consisted of 202 basic headings. The difference be-
tween the EEC and OECD classifications was confined to
the number of expenditure categories for Private Final
Consumption, consisting of 160 basic headings in the
OECD comparison to which the 216 EEC headings aggre-
gated exactly. In the OECD comparison the product speci-
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fication lists developed by EUROSTAT were used. These
lists were updated after consultations with the countries
concerned and enlarged by the OECD to include com-
modities representative of the 10 additional OECD coun-
tries. The specification lists for 1985 covered some 2,500
consumer goods and services, 30 occupations in govern-
ment, education and health services, 250 types of machin-
ery and equipment, and 18 construction projects. As in
the procedure followed in the EEC comparison, items
were priced in five surveys conducted between autumn
1984 and spring 1986. Rents, insurance and medical serv-
ices not covered in these surveys were subjects of special
inquiries in mid-1986. Prices provided for machinery and
equipment, as well as construction, were mid-year prices
for 1985, and in many countries price collection was done
by private consultants. Price data collection for consump-
tion was the responsibility of national statistical services.
In some cases the price surveys were carried out in the
capital cities and, where needed, the individual price quo-
tations adjusted by EUROSTAT to national averages and
for 1985. .

Expenditure data were collected according to the de-
tailed breakdown for 1985 or the latest year available,
which might be 1984 or even 1983. This expenditure
breakdown was then applied to national data on GDP and
its main components available for 1985.

In the calculations for 1985, the EKS method was used
to obtain the basic heading parities and the G-K method
was used to aggregate the PPPs and real values. In this
procedure Austria was treated as the EEC countries and
therefore its PPPs and real values were initially calculated
at average EEC prices. However, in the final tables Aus-
trian data are shown at average OECD prices. The OECD
comparison used the United States dollar as the common
unit of currency.

In the report on the OECD comparison, the presenta-
tion of the detailed results used two expenditure classifi-
cations, those of the ICP and the SNA, having 56 and 57
expenditure categories, respectively. Data according to
the ICP classification offer a better comparative measure
of the actual volume of goods and services consumed by
households of different countries. On the other hand, re-
sults following the SNA classification provide better
comparative estimates of the total volume of services fi-
nanced by government. The OECD report also contains a
brief explanation of the methods applied.

Regarding the results of the 22 OECD countries in
1985, the indices of real value of the GDP per capita, with
the United States level as 100, show that the two countries
closest to the United States level were Canada (92.5) and
Norway (84.4), while Luxembourg, the country with the
highest comparable figure in the EEC comparison,
ranked fourth among the OECD member States. Turkey,
the twenty-second in the OECD ranking, reached about
one fifth of the United States level.

Comparison results of the 22 OECD countries are fully
covered in the globally processed data for 1985.

F. EUROPEAN COMPARISON PROGRAMME

The European Comparison Programme (ECP) for
1985, which covered 20 European countries, was imple-
mented by means of cooperation among three interna-
tional organizations, the European Communities, the
OECD and the Economic Commission for Europe (ECE)



of the United Nations, as well as the Austrian Central
Statistical Office and the national statistical offices of the
participating countries. The major novelty of this com-
parison was that it extended the comparison results avail-
able from the common EEC-OECD study to three Eastern
European countries, Hungary, Poland and Yugoslavia,
which, together with Austria, formed the so-called Group
II region. The ECP was built from the following three
principal components:

(1) The EEC comparison, covering its 12 member
countries, namely: Belgium, Denmark, France, Germany
(Federal Republic of), Greece, Ireland, Italy, Luxem-
bourg, Netherlands, Portugal, Spain and the United King-
dom,;

(2) A portion of the OECD comparison, covering the
12 members of the European Community, plus 5 Euro-
pean OECD members—Austria, as well as Finland, Nor-
way, Sweden and Turkey;

(3) The so-called Group II comparison, in which
Hungary, Poland and Yugoslavia carried out a set of
binary comparisons with Austria in an effort coordinated
by the Austrian Central Statistical Office and the United
Nations Economic Commission for Europe (ECE).

Initially, the three components were conducted sepa-
rately, but the methodology has been coordinated to fa-
cilitate the linking of the comparisons in the second stage
of the work. Since producing results for the EEC and the
European OECD countries has been the responsibility of
the relevant agencies, the organizers of the ECP focused
mainly on the Group II comparison and on the linking of
the above three components that was achieved by the dual
participation of Austria in two comparisons simultane-
ously.

The three Eastern European countries had accumulated
considerable experience from their participation in pre-
vious phases of the ICP. In addition, the direct bilateral
comparison and the frequent consultations with Austria
offered an excellent possibility for checking and improv-
ing the comparability of data that positively contributed
to the high quality of this regional comparison. Final
processing of the ECP was conducted by EUROSTAT,
and the report of the European comparison was produced
at the ECE of the United Nations. The regional report
covers results for the 20 European countries at the level of
53 aggregated categories.

The detailed classification used in the Group II com-
parison included a breakdown of the GDP with 288 basic
headings. This classification had to be harmonized with
the ones used in the EEC and OECD comparisons to per-
mit linking. For each binary comparison between Austria
and the Eastern European countries, more than 1,000 rep-
resentative items were selected and priced. A peculiarity
of the Group II comparison is that it uses quality adjust-
ments to the prices collected to express quality differ-
ences in the commodities, enhancing both the repre-
sentativeness and comparability of the specifications
used. Since the Group II comparison was carried out on a
bilateral basis, the PPPs for Hungary, Poland and Yugo-
slavia at the basic heading level were obtained from the
direct bilateral comparisons with Austria as the base
country, and in the aggregation those PPPs were weighted
by the expenditures of the two respective countries (Aus-
tria and each of its three partners) by using the Fisher
index formula. In contrast, in the EEC and OECD exer-
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cises a multilateral approach was applied using the G-K
method for aggregation. In the linking process, the fixity
arrangement was required for the 12 Community coun-
tries and Austria to keep their results unchanged in the
broader ECP context, and the method of generating over-
all ECP results was chain-linking carried out at each level
of the aggregation. As a consequence, the ECP results
have limited additivity; that means the relative shares of
real values cannot be compared throughout all 20 coun-
tries. As a matter of fact, regarding the actual numerical
results, the lack of additivity had only a minor effect on
the 1985 ECP data.

The 1985 European comparison revealed that 63 per
cent of the estimated total real GDP of the 20 European
countries was produced in just four countries, Germany
(Federal Republic of), Italy, the United Kingdom and
France, where about half of the population of these coun-
tries live on 28 per cent of the total territory involved. In
respect of differences in the level of per capita real GDP,
the group of 20 European countries looks relatively ho-
mogeneous as compared to other regions of the ICP. Yet
the fourfold difference between the highest level-—two
countries, Luxembourg and Norway, sharing the top of
the ranking—and that of the twentieth-ranked country
(Turkey) is quite significant. For the countries included,
the per capita GDP indices were expressed in comparison
with the Austrian level. It should be mentioned here that
for presenting results of the ECP the “international Schil-
ling” (AS-I), based on the currency of Austria, was cho-
sen as numeraire. This means that the AS-I value of the
GDP of Austria is the same as at national prices, at the
total GDP level only. The per capita GDP levels of seven
countries, Austria, France, Finland, the Netherlands, the
United Kingdom, Italy and Belgium, were very close to
each other and to the average of the 20 European coun-
tries in 1985. In the context of the global comparisons this
means about 65-70 per cent of the United States level or
about $US 11,000 at international prices.

The three Eastern European countries, Hungary, Yugo-
slavia and Poland, in that order, ranked 17, 18 and 19
among the 20 European countries, with per capita real
GDP levels reaching 47.2, 44.2 and 37.1 per cent of the
Austrian level, respectively.

An interesting feature of the European Comparison
Programme for 1985 was that the so-called similarity in-
dices among the price structures and the quantity struc-
tures of the participating countries were calculated. The
greatest similarities in respect to price structure were
found between France and each of the following coun-
tries: Belgium, Austria, the Netherlands and Luxem-
bourg; the price structure similarities in 1985 were the
lowest between Portugal and the Netherlands and between
Poland and each of the following countries: Belgium,
Austria and France.

In the European comparison a strong correlation was
observed between the exchange rate/PPP ratio and the
relative level of per capita GDP. In the most developed
countries the ratio of exchange rate to PPP was close to 1,
while exchange rates compared to PPPs at the GDP level
were 2-2.6 times as high in Hungary, Portugal, Turkey and
Yugoslavia.

The results of the ECP have been integrated unchanged
into the global comparison of 56 countries for 1985.



IV. DETAILED RESULTS OF THE GLOBAL COMPARISON

A. COUNTRY COVERAGE AND ORGANIZATION

" In phase V of the ICP a total of 64 countries and areas
participated in one or another of the regional comparisons
conducted with reference year 1985, as described in sec-
tion III. After the regional comparisons were completed
in the European Communities, the OECD, Eastern Europe
(Group II), Africa, ESCAP and the Caribbean, arrange-
ments were made to generate global results by linking the
above regional comparisons. From the outset, the global
programme in phase V was designed to be based on the
set of regional comparisons with reference year 1985. As
all regional comparisons follow basically the same princi-
ples of the general ICP methodology, it helped to estab-
lish consistency among regional data. The database com-
piled and processed in the regional exercises was used in
the global computation. The processing yielded globally
linked results for 56 countries.

At the world level, the Statistical Division of the
United Nations Secretariat (UNSTAT) played an overall
coordinating role in respect to the global comparison ef-
fort. The Statistical Office of the European Communities
(EUROSTAT) undertook the calculation of the global re-
sults,

An overview of the global framework of the 1985 ICP
is provided in figure L.

B. LINKING OF REGIONAL RESULTS

In phase V, regional comparisons were linked to form a
global comparison by the core country method. Core
comparisons are either bilateral comparisons between two
countries belonging to different regions or the result of a
country’s participation in two different regional compari-
sons simultaneously. In phase V it was intended that in
cach region one or more countries, designated as “core”
countries, would price some specifications for another
region as well as their own. The choice of a country to
play the role of core country may have a significant influ-
ence on the quantity indices between countries belonging
to different regions. It is thus important to have a suffi-
cient number of core comparisons so that this source of
error, which may be likened to sampling error, is reduced.

One of the greatest difficulties in phase V has been the
insufficient number of core comparisons. Although about
20 core comparisons were envisaged when phase V of the
ICP was launched in 1984, one year later, when the actual
work began, it became clear that resources would not per-

mit more than 10. Soon, even this expectation turned out’

to be over-optimistic. The United Nations Statistical
Commission, at its twenty-fifth session, in 1989, recog-
nized that unforeseen difficulties were encountered in re-
spect to the linking of the regional comparisons because
the number of core comparisons carried out proved to be
significantly lower than originally planned. Some core
comparisons were discontinued; work on others was not
proceeding well. Finally, only the United Kingdom-
Kenya comparison and the two implicit core comparisons
(involving Austria and Japan, by virtue of their participa-
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tion in the work in two regions simultaneously) were sat-
isfactorily completed in phase V.

There are several reasons why the core comparisons
have proved to be so difficult. One important reason is
that the core comparisons constitute a substantial addi-
tional burden on the countries participating in them. This
arises because of the limited comparability between coun-
tries belonging to different regions. At the same time,
participation in the core comparison brings little direct
benefit to the core countries themselves, since, however
interesting their results may look in the overall com-
parisons, they may not be particularly interested in the
results of the specific bilateral comparison with the part-
ner country. Another important factor was the shortage
of financial resources, which restricted the travel of
country experts to meet their counterparts to match com-
modity specifications in the partner countries. The entire
system of the regionalized world comparison was based
on the assumption that, for the sake of the reliability of
the world comparison, there would be willingness on the
part of a number of countries to accept the extra burden
of the core comparison work. In practice, however, the
extent of cooperation fell short of anticipations.

In spite of the many drop-outs, EUROSTAT was able to
provide the necessary minimum links among most re-
gions. As agreed by the coordinating international organi-
zations involved in the ICP, the data were processed to
present results at a common aggregated classification
level concerning 53 categories, or detailed expenditures
on GDP. The EEC countries were linked with the other
OECD countries through the common EEC-OECD com-
parison. Hungary, Poland and Yugoslavia were linked by
binary comparisons through Austria at the level of 53
categories. For the ESCAP countries, the 53 categories
of the regional comparison results were linked through
Japan’s dual participation in the OECD and ESCAP
comparisons. Africa was linked with the EEC in the fol-
lowing manner. For consumption, the link was obtained
by comparing prices of all the countries involved and
the comparison was reinforced by additional pricing
carried out by the United Kingdom and Kenya. For the
other aggregates, the link was made through a binary
United Kingdom-Kenya comparison. The linking of the
African comparison was achieved at the level of 53 cate-
gories by keeping for each aggregate the volume ratio
between the EEC total and the African total. Overall,
globally linked data on GDP and its main components
were generated for 56 countries at the 53-category level.
Tables 1-14 contain data ‘according to this GDP break-
down that constitute the most detailed available results of
the programme at the global level with reference year
1985.

Working on the processing of the global results, EURO-
STAT faced outstanding technical difficulties due to
problems of correspondence of classifications and differ-
ences in the methods applied by the various regions. Re-
garding the linking of the Caribbean region to the rest of
the world, these efforts have greatly delayed the comple-
tion of the global processing. In spite of the lack of a core
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comparison of the Caribbean countries with other re-
gions, EUROSTAT attempted to establish a link for the
Caribbean with Africa for the final consumption of
households by using the prices of all the countries of the
two regions; however, the difficulties encountered could
not be resolved entirely and the comparison of aggregates
other than consumption could not be achieved. In addi-
tion to this, the Caribbean regional data themselves had
not been approved by the time of the preparation of this
report due to difficulties in convening a regional meeting
of the participating countries. To avoid further delay in
releasing the global results, the organizations involved
reluctantly gave up the intention to incorporate the seven
Caribbean countries in the final tables. Therefore, in this
publication comparison results for the Caribbean coun-
tries are not presented. In the case of Nepal, the participa-
tion of which in the ESCAP programme was limited to the
comparison on consumption in phase V, results are pre-
sented only in the regional context.

During the processing of the final tables, EUROSTAT
made every effort to keep the regional results unchanged.
Since this was not always possible, readers will find that
the global results in respect of some countries may not be
the same as those obtained in the regional context. This
phenomenon is the consequence of the system of interna-
tional average prices applied, namely, that the price struc-
ture and, accordingly, the PPPs and the quantity ratios
depend on the country coverage for which they are calcu-
lated. In other words, this means that the parities and real
quantity ratios between a given pair of countries (say,
France and Italy) would be different if calculated bilater-
ally, or within the frame of the European Communities
(EEC), or of OECD, or of Europe, or, let us say, in the
context of the 56 globally linked countries. To avoid the
proliferation of the results, the principle of “fixity” has
been imposed. The practice of “fixing” the results implies
that comparison results between countries belonging to a
certain grouping are supposed to remain unchanged even
if their results are later incorporated in any other compari-
son involving a larger group of countries. In phase V,
however, in spite of EUROSTAT’s best efforts regarding
the global processing, the fixity principle could not be
honcured for all countries and regions in this study, partly
because the expenditures used for the same country in
two different regional comparisons diverged. It should be
noted that in the global comparison, figures for Austria
and Japan are those used in the common EEC-OECD
comparison.

Having said this, users of the global data should be
aware of the following considerations when analysing
1985 results worldwide. The linking was carried out by
starting from the regional results available at the 53-cate-
gory level. While most of the intraregional results were
originally computed by using an aggregation method that
guarantees additivity, this property is not guaranteed for
global (interregional) results. As a consequence of the
method of linking applied in phase V, fixity of results for
countries in some regions (mainly ESCAP and Group II)
might have been slightly affected after the global process-
ing was completed, although the intention was to keep
fixity for all regions throughout the linking. Furthermore,
one should keep in mind that the only real values that are
additive are those of the United States; that is, in the case
of the United States the real value is equal to the nominal
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value for each aggregate. However, this is not the case for
other countries in the comparison.

For detailed information on the method of linking the
regional results in phase V, readers may direct inquiries to
EUROSTAT, Luxembourg.

C. USES AND LIMITATIONS OF ICP RESULTS

In the preceding sections some thought was already
given to potential uses of international comparisons of
macroeconomic aggregates, such as GDP and its compo-
nents. In this section some further aspects of the advan-
tages and limitations of ICP results are presented.

In general, the level of accuracy and reliability of over-
all ICP results is believed to be high; however, the limita-
tions described here deserve attention with a view to the
correct interpretation of the results.

1. Some uses of ICP data

In an increasingly interrelated world economy, coun-
tries—whether large or small—need to review their eco-
nomic attainments and prospects in an international con-
text. Perhaps the most direct use of ICP results is the use
of the data for gaining new perspectives for studying a
country’s economic situation in respect to its price struc-
ture, its real output, and its utilization of real output for
various purposes. Naturally, prices and quantities could
be studied solely in the context of the national informa-
tion of the country concerned. On the other hand, the ICP
approach can permit the evaluation of the development of
price levels and the structure of prices in an intercountry
perspective in real terms, in addition to the information
obtained within the given economy over time. Thus, the
insights gained from studies limited to available national
data may be augmented, if the evidence for similar eco-
nomic topics in other countries is taken into account.
Such issues as the relationship of food prices within a
country in comparison to the prices of industrial goods or
services can be much better analysed if the equivalent
relationships in other countries can also be studied.

In the regional and global comparisons in the ICP
framework, the data of 64 countries are available to en-
gage in research of this sort, permitting a wide scope of
comparisons. The principal advantage of the ICP lies in
achieving real term comparability for the economic data
of nations by converting them into quantitatively mean-
ingful magnitudes internationally. This is the conse-
quence of using PPPs as conversion factors which elimi-
nate price-level differences between countries so that the
PPP-converted expenditures reflect only differences in
the quantities. Low quantities times high prices can just
as easily produce a certain total value (and percentage
share in the national total expenditure) as high quantities
multiplied by low prices can. However, if the quantity of,
say, food consumption were to be estimated in both coun-
tries, and the same prices were applied to it in both coun-
tries, the level of food consumption in the two countries
would become comparable in real terms and the shares of
food consumption within total expenditure could be more
meaningfully compared between them.

For example, in comparing the food consumption lev-
els in country A and country B, if unadjusted national
data are used, it is not possible to tell whether an identical
share of food consumption in the two countries (say, 15



per cent of total expenditures in both cases) reveals a true
identity of those shares or not. The ICP results, in con-
trast, reveal the level and the share of food consumption
in the two countries in real terms, which transforms the
nominal national data to a comparable quantitative basis.

The ICP, in the process of comparisons, produces com-
parable quantitative information by providing an interna-
tional analysis of national price systems. Departing from
the simple notion that data about prices multiplied by the
relevant quantities equal the values for the same category,
the use of international prices not only can establish the
quantities in real terms for each country, but also can
throw light on the national prices in each country in every
expenditure category. Hence, it can lead to the evaluation
of national price levels and price structures in the interna-
tional context. Moreover, it can lead to insights into areas
where a country’s prices are higher or lower than they are
internationally. Regarding price structure and price-level
analysis, global ICP data provided in table 6 show the

« effects of macroeconomic policies that may move the ex-
change rates independently of relative price movements,
while table 7 shows the effects of different cost and pric-
ing structures within a country.

The use of internationally comparable quantity and
price data for any given country can be manifold. As men-
tioned earlier, it can enlighten the study of the domestic
structure of prices and may lead to the better under-
standing of the underlying causes of national price pecu-
liarities. Furthermore, it can lead to a more comprehen-
sive evaluation of consumption levels, as it can enhance
the research of domestic consumption structures and may
inspire decisions based on their probable evolution.

In respect to capital formation, if only national cur-
rency data are used, the problems faced are similar. Only
by recalculating the national capital formation data into
internationally feasible quantity and price magnitudes
can a comprehensive and thorough evaluation of the data
be performed. Indeed, the problems of economic growth
and development can be studied in a much more extensive
way if the database expressed in national currency is aug-
mented by internationally comparable data, such as those
produced by the ICP.

Overall, the data from the ICP permit the review of a
number of issues in an international economic perspec-
tive that cannot be effected by relying on national data
alone. In addition to macroeconomic analysis, countries
often use the vast information base of the ICP for the
evaluation of domestic development projects in specific
areas.

In the context of the uses of ICP data, it would be
erroneous to suggest that either countries or international
organizations can limit their interest to the results of just
the regional or just the world ICP data. Typically, most
users can benefit from the availability and simultaneous
analysis of both.

Since most countries have intensive economic interac-
tions within their own regions, comparative data about
countries with which they share a common interest can be
most helpful. The regional ICP comparisons provide im-
portant details for such reviews. Likewise, organizations
responsible for economic matters within a region need
data about the composition of production and consump-
tion by the countries that form the region. Also, the evalu-
ation of regional prospects can be enhanced by having
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internationally comparable data about capital formation,
the role of government consumption in the countries and
similar information that is also available from the ICP.

Nevertheless, countries usually have important interna-
tional economic ties outside their regions as well. For
example, more and more economic transactions take
place between countries from various continents, like
economic relations between developed market economies
and dynamically emerging countries of Asia or the transi-
tion economies of Eastern Europe. In order to understand
the background to economic processes in the countries in
question, the availability of internationally comparable
world-level data can be extremely helpful. The world-
level comparisons, in addition to their use to countries,
can be very well utilized by global business entities (such
as transnational corporations) and by world-level interna-
tional organizations as well. In fact, global ICP data have
been widely used in all kinds of research projects and
their analytical uses seem to be boundless. These consid-
erations, however, should in no way curtail the validity of
the agreement reached by the producers of ICP data that
the results would not be used for administrative purposes
at the global level. The same applies to regional ICP re-
sults unless there is a consent of the participating coun-
tries concerned, e.g., in the case of the EEC. This position
is supported by the United Nations Statistical Commis-
sion and is reflected accordingly in its documents.

2.

In the following, some limitations of the ICP data are
discussed. Understanding the limitations of methodology
and other statistical factors, indeed, is a prerequisite for
the proper use of the ICP results. Although the limitations
do not necessarily indicate shortcomings of the ICP, as
they may simply reflect properties of the methods ap-
plied, analysts who are not aware of or disregard the limi-
tations of the data can reach faulty conclusions. More-
over, by attempting to reduce unfunded expectations
towards the programme, one can hope to avoid disap-
pointment with the results among users. Also, for the sake
of fairness, there should be an emphasis not only on the
advantages of having ICP results available but on the lim-
its of their uses as well.

The enumerated benefits from the ICP do not accrue to
the countries or international bodies without costs. Al-
though these costs are probably not very high if compared
to the importance of studying the economic issues at
stake, they are not negligible in the reduced framework of
ever-shrinking statistical budgets available at national
and international levels. On these funds alone the ICP
effort could not have been materialized in phase V, had it
not been for the cooperative spirit and contributions by
governmental and international agencies as well as the
unselfish enthusiasm and willingness of participating
countries to incur most of the expenses involved in
reporting data for the comparison. A costly and time- and
labour-consuming venture, the ICP had to be cautiously
designed and carried out in phase V to satisfy user needs
by producing meaningful results with the resources avail-
able.

Restricted availability of resources, naturally, has made
an impact on the outcome of phase V, particularly in re-
spect to the global results. The coordinating agencies
often decided to choose solutions that could realistically

Limitations



be accomplished even if they had preferred a more fa-
vourable option from a strictly technical point of view.
The way of linking the regional results of phase V is an
example of such compromises, as described in section
IVB.

Care was taken to avoid practices that would seriously
damage the reliability of results. However, the most obvi-
ous limitations of the data, which should be kept in mind
when analysing ICP results, are described in the follow-
ing paragraphs, supplemented by selected references to
other characteristics that have already been taken up else-
where in this report.

(a) Possibility of multiple results

Users should not be perplexed by the fact that interna-
tional comparisons can lead to somewhat divergent re-
sults. One source of differences can be the method of
conversion applied. The reasons why results obtained by
using official exchange rates for conversion are different
from PPP-based data, like those generated in the ICP, are
given in section 1. The chances of the incidence of multi-
ple results for certain countries grow if a number of com-
parisons with overlapping country coverage are con-
ducted, as has been the case with the ICP in phase V. It is
important to recognize that in PPP-based comparisons,
even if no statistical inaccuracies play arole, comparisons
of countries can yield different results depending on the
number of countries involved in the comparisons, that is,
whether they are carried out in a binary or in some multi-
lateral (regional, continental, world-wide) context. The
application of the fixity principle aims at reducing the
consequences of the possible proliferation of results, as
explained in section IV.B.

(b) The impact of aggregation procedures

This report cannot review the technical details pertain-
ing to different aggregation procedures; these can be
found in the Handbook of the International Comparison
Programme and other ICP literature. In actual practice,
when prices for many hundreds of commodities, classifi-
cations with over 250 expenditure categories and scores
of countries are involved in the work, the aggregation
procedures are vastly more complex than the illustrative
examples in the brief methodological references indicate.

Statisticians have developed a number of procedures in
answer to various problems encountered in comparing
countries. Differences in the aggregation procedures ap-
plied across regions have arisen because alternative meth-
odologies typically offer various advantages for carrying
out the calculations and for interpreting their results. The
results of the comparisons are influenced by the choice of
the aggregation method, such as the Geary-Khamis for-
mula and the EKS method. Generally, statisticians do not
claim absolute superiority for one method over the other,
in the sense that any one would give positively “true” or
preferable results for all comparisons under all circum-
stances. The principal advantage of the G-K method is
that it produces additive results in accord with standard
national accounting practice. Having the property of ma-
trix consistency, the G-K results can be compared across
countries for any basic heading and will add up to the
total at any level of aggregation, unlike EKS or other
non-additive formulas which do not meet this require-
ment. As a matter of fact, the matrix consistency of the
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G-K method must be given up at the world level if the
fixity principle is applied. In phase V, for instance, fixity
has been applied in a way that the numbers do not add up
to GDP, and comparisons across the rows of tables 1 and
2 for countries of different regions may have only limited
analytical value. Regarding the choice of aggregation
methods, those experts who prefer the EKS method gen-
erally argue that it uses a weighting system that accords
the same importance to each country, which may have
more basis in consumer theory. As a consequence, the use
of the EKS system leads to a less narrow range of real
values than the one produced by the G-K method. This
may appear a desirable feature to some; nevertheless, it
should be preferred only by those who do not consider
additivity, which would make international comparison
results analogous to national accounts, an indispensable
property. In phase V the organizers of the various regional
comparisons have chosen either of these two formulas for
aggregation and, as a matter of fact, in most regions the
G-K method was applied in the 1985 round; however, this
may not necessarily be their choice for future rounds of
the comparison.

In a similar manner, the choice of the index formula
(CPD or EKS) used in computing basic parities will gen-
erate different estimates at the level of the basic heading,
though after the aggregations of the basic headings the
overall results are unlikely to be affected by which
method was selected. In summary, as the choices made in
the comparison work are considered judgements, users of
the data need to recall that the results could be influenced
by these choices. This influence not only adds to, but also
intertwines with, the complexities arising from the par-
ticular survey framework utilized.

(c) Accuracy of the comparisons

No matter how sophisticated and meticulous the mathe-
matical techniques used for aggregation or applied in the
treatment of data are, the results of international compari-
sons, at any rate, depend on the quality of the underlying
national data sets collected. This holds equally for the
regional and the global comparisons, since the processing
work of the latter was based on data compiled in the first
place for the purposes of regional studies.

It should be kept in mind that the quality of national
statistical information can vary. Economic measurements
themselves, such as GDP estimates, are subject to some
measurement error. Statisticians toil at reducing the inac-
curacies, which is a long and arduous process. Even
though there has been much progress in introducing inter-
national statistical standards, such as the System of Na-
tional Accounts (SNA), into the national practices of
countries, adherence to these recommendations is not at
the same level in all countries. In addition, the ICP re-
quires a breakdown of GDP expenditures that is much
more detailed than either the classification applied by the
SNA or the national practices of most countries. Consid-
ering that countries need to estimate many of the expend-
iture details which they report for ICP purposes, chances
are that the principles of methodology in reclassifying
national data across ICP expenditure groups might not be
strictly followed. If this happens, it may introduce a cer-
tain degree of incomparability in the basic data and, con-
sequently, in the results. While organizers of the regional
comparisons had more possibilities to correct this source



of error, resources for eliminating such incomparability
among the regions for data at the global level were ex-
tremely limited in phase V.

In responding to data-reporting needs, many participat-
ing countries face a variety of economic and social condi-
tions within their borders. This is true of huge countries,
such as India or Canada; morcover, medium-sized and
smaller countries can also be characterized by internal
regional diversity (for example, the north and the south of
Italy) that should not be ignored when analysing ICP re-
sults. Uniform ICP principles require each participating
country to report national average data; in general, this
requirement is well observed, but adherence to it may
depend on the extent of development of the national sta-
tistical system of individual countries.

In spite of the care taken in the regional work in the
selection and matching of items to be priced, as well as
the reliance on close item specifications in the actual
pricing procedure, the data collected might yield implau-
sible conversion rates for certain commodities. Most of
the time regional organizers had a chance to reveal and
correct such inconsistencies. For some important expend-
iture categories (typically, for services), the quality dif-
ferences across countries could not always be captured;
however, there were such attempts, as in the case of the
Group II comparison. Similarly, other conditions, like the
density of the network of commercial facilities and the
assortment or variety (the number of sorts, colours,
styles, sizes) of commodities, may remain hidden behind
the price differences between two countries.

One of the greatest challenges in the application of ICP
methods regarding PPP estimation is how to balance the
conflicting requirements of representativeness and com-
parability in the item selection for pricing. Price data col-
lection in most countries is based on a large set of speci-
fications that countries usually maintain for compiling
their national consumer and producer price indices. The
number and composition of items or the detail of descrip-
tion applied in the national specifications can be very
different from country to country, and against the back-
drop of the ample specification lists developed for re-
gional comparison purposes may turn out even less com-
plete. The organization of comparisons in the regional
context offered a better opportunity to satisfy both the
requirement of representativeness and that of comparabil-
ity by means of thorough matching of representative
items among countries. In contrast, the global comparison
effort has suffered from the lack of direct communication
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among country experts from different regions and coordi-
nating staff in phase V.

Overall, apart from the potential limitations arising
from the quality of the national data, comparing very dif-
ferent economies can constitute a further source of lim-
ited comparability. Many experts believe that the region-
alization of the programme in phase V has contributed to
reducing this source of distortion, at least as far as re-
gional results are concerned. However, one should men-
tion that comparing very different economies within one
region (like, for example, Turkey and Sweden in the
OECD, or Japan and India in ESCAP, or Poland and Aus-
tria in Group II) may present difficulties because of a
narrow range of comparable goods available for pricing.
Yet there are even more extensive differences regarding
consumption habits, expenditure patterns or institutional
arrangements among countries belonging to different
geographical areas, or among those that have reached
very different levels of economic development; therefore,

‘more efforts are needed to ensure improved interregional

comparability.
(d) The effect of regionalization on timeliness

The regionalization of the ICP is believed to have posi-
tively contributed to a more timely completion of the re-
gional comparisons; on the other hand, it implied a draw-
back lengthening the time-span of finalizing the overall
world-wide comparison. Some of the regional results
(e.g., EEC, OECD) became available very quickly, as
early as two years after the reference year of the compari-
son. To complete comparisons in some other regions (e.g.,
ESCAP, Caribbean) took a longer time and their work
ended not much before 1992. The approach adopted for
linking regions to arrive at the global comparison in 1985
did not allow for global processing to begin before all
regional results were finalized. In addition, as described
in section IV.B, a number of anticipated, as well as unex-
pected, difficulties in establishing the links came up,
causing long delays in generating globally interlinked re-
sults. All in all, unfavourable conditions in phase V did
not help to break the tradition of the previous two phases
of the ICP, in which the world results became published
about seven years following the reference year. However,
the organizers learned many lessons that could be utilized
in conducting future rounds. The next round of the global
ICP with reference year 1993 and a preliminary participa-
tion of about 80 countries is under way.
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GLOSSARY

Aggregates of basic headings: Any aggregation of
groups of basic headings, like Bread and cereals, up to
GDP. Also termed summary or analytical categories.

Base-country invariance: The index-number property
that involves the symmetrical treatment of all countries,
with the result that the relative index-number standings of
the countries are not affected by the choice of the refer-
ence (numeraire) country.

Basic headings: The subdivisions of final expenditure
which correspond to the first aggregation of price (or
quantity) ratios for individual specifications or items. Ba-
sic headings are sometimes referred to as detailed catego-
ries.

Binary comparison: A price or quantity comparison
between two countries that draws upon data for only those
two countries. Also called bilateral comparisons.

Bridge-country binary comparison: A price or quan-
tity comparison between a pair of countries derived from
the comparison of each country with a third country. For
example, given Ij/k and Iy, the bridge-country method of
obtaining Ij is to divide Ijyk by Iix where I is a price or
quantity index and j, k, and | are countries. This is a
common way of linking through a country, as in the case
of the Group II countries in Europe, where Austria has
served as the bridge country.

Characteristicity: The property whereby the sample
of prices or quantities and the weights used in an interna-
tional comparison conform closely to a representative
sample of items and to the weights of each of the coun-
tries included in the comparison.

Circularity or transitivity: The property of indices
when the price or quantity relationship among any two of
three countries is the same, whether derived from an
original-country comparison between them or from the
comparison of each country with any third country. In the
case of three countries, where I is a price or quantity
index and j, k and 1 are countries, the circularity test is
satisfied if Ij/x = Ijn /Ixn. When this test is satisfied, there
is a unique cardinal scaling of countries with respect to
relative quantities and prices.

Comparative price level: A comparative price level is
defined as the purchasing-power parity divided by the
exchange rate. (See Purchasing-power parity.) Ex-
pressed another way, the comparative price level for a
bundle of goods is its cost in one country as a per cent of
the cost of the same bundle in another country, when
prices in both countries are expressed in a common cur-
rency, with the official exchange rate being used for cur-
rency conversions.

Consumption Expenditures of the Population
(CEP): The ICP concept of “consumption”, which in-
cludes both household expenditures and expenditures of
government on such categories as health and education.

Country-product-dummy (CPD) method: A general-
ized bridge-country method in which regression analysis
is used to obtain transitive price comparisons for each
basic heading. The basic data for a given category consist
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of all the prices available for the various specifications
for the entire collection of countries. The basic assump-
tion is that within a given basic heading for a given coun-
try, the price of an item depends in a multiplicative way
on a country factor and a price factor to be estimated from
the sample of item-country prices in each heading. It fol-
lows from this that the logarithms of the prices are re-
gressed against two sets of dummy variables: one set con-
tains a dummy for each specification; the second set, a
dummy for each country other than the numeraire coun-
try. The transitive price comparisons are derived from the
coefficients of the country dummies.

Direct price or quantity comparison: Made by com-
paring for two or more countries the prices or quantities
for a representative sample of equivalent commodities.

ECP: European Comparison Programme, the set of
ICP comparisons for Europe carried out under the aus-
pices of the Economic Commission for Europe. In the
1985 comparison, the ECP was built on the EEC and part
of the OECD comparisons and a group of Eastern Euro-
pean countries for which Austria served as the centre for
a set of binary comparisons (referred to as “Group II”).

EKS method: A multilateral method developed by
Elteto, Koves and Szulc that computes the nth root of the
product of all possible Fisher indices between n countries.
It has been used at the detailed heading level to obtain
heading parities, and also at the GDP level as a method of
aggregation. EKS has the properties of base-country in-
variance and transitivity.

Fixity: The practice of fixing the results of an ICP
aggregation for a country group when the country group
is compared with a larger group. For example, the relation
of France and Italy as given by Geary-Khamis or EKS for
the 12 EEC countries would be fixed so that within the
OECD, the France-Italy relationship would be preserved.

Geary-Khamis (G-K) method: An aggregation
method in which category “international prices” (reflect-
ing relative category values) and country PPPs (depicting
relative country price levels) are estimated simultane-
ously from a system of linear equations. Has the proper-
ties of base-country invariance, matrix consistency and
transitivity.

Government Final Consumption Expenditure
(GFCE): The SNA concept of “government”, which in-
cludes public expenditures on education, health and simi-
lar categories. The ICP uses a different approach; see
Public Final Consumption Expenditure.

Gross capital formation (GCF): The ICP concept of
gross capital formation includes fixed capital formation,
change in stocks, and net exports. Definitions of these
three components correspond to SNA concepts, although
the SNA does not include net exports in its definition of
the GCE. :

Indirect price or quantity comparison: A compari-
son made by dividing the price or quantity ratio into the
expenditure ratio. That is, the indirect quantity compari-
son between country j and country k for commodity i,



gij/qik, is obtained from (pijqij/pikqik)/ (pij/pik) = Qij/qik,
where the ps are the commodity prices.

International price (;): The international price of ba-
sic heading i, is defined as a quantity-weighted average of
the purchasing-power-adjusted parities at the basic head-
ing level across the n countries.

Multilateral comparison: A price or quantity com-
parison of more than two countries simultaneously that
produces consistent relations among all pairs; that is, one
that satisfies the circular test or the transitivity require-
ment.

Nominal expenditures: Expenditures in national cur-
rencies converted to a common currency at exchange
rates.

Numeraire: Usually the currency unit of one country
is chosen as numeraire for expressing real expenditures
and PPPs. The CPD, EKS and Geary-Khamis procedures
are all invariant as to which country is the numeraire or
base. The numeraire may also be the average of a group,
as has been the case in the EEC and the African compari-
sons.

PPP: See Purchasing-power parity.

Private Final Consumption Expenditure (PFCE):
The SNA concept of “consumption”, which excludes
public expenditures on education, health and similar
categories. The ICP uses a different approach; see Con-
sumption Expenditure of the Population.
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Public Final Consumption Expenditure (PFC): The
ICP concept of “government”, which excludes public ex-
penditures for education, health and similar categories.

Purchasing-power parity (PPP): The number of cur-
rency units required to buy goods equivalent to what can
be bought with one unit of the currency of the base coun-
try or with one unit of the common currency of a group of
countries. Also referred to as Purchasing Power Stand-
ard. The PPP may be calculated over all of GDP, but also
at levels of aggregation, like capital formation.

Real product or real quantity: The final product or
quantity in two or more countries that is valued at com-
mon prices and, therefore, valued in comparable terms
internationally.

Regionalization: The practice of building up world
ICP comparisons on the basis of comparisons carried out
in various country groupings like the EEC or ESCAP.

Representativeness: A term used to describe how
characteristic a particular item is of the types of goods
and services included in a basic heading.

Specification: A description of an item for which a
price comparison is to be made. The description is de-
signed to ensure that goods of equivalent quality are com-
pared. The terms “item” and “specification” are used in-
terchangeably.

Transitivity requirements: See Circularity or transi-
tivity.
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