CHAPTER

Reference PPPs

Derek BLADES AND YURI DIKHANOV

n the 2005 International Comparison Program (ICP), the gross domestic product (GDP) was

broken down into 155 basic beadings covering all final expenditures on GDP: consumption
expenditures, capital formation, and the trade balance. The standard procedure was to calculate
purchasing power parities (PPPs) by comparing the prices of a selection of the goods and services.
However, just as in all previous rounds of the ICP, prices were not collected in the 2005 ICP for
goods and services representing all 155 basic headings, mainly because it would have been too
expensive and even impossible. In addition, for some basic headings no prices were available—the
gross operating surplus of government is one example. For basic headings for which no price data
were collected, purchasing power parities were calculated by using reference PPPs'—that is, PPPs
based on one or more other basic headings that had already been calculated.

It would, of course, be possible to calculate overall PPPs without taking into account the
basic headings for which no prices were collected. The expenditure shares of these PPPs would be
dropped and PPPs calculated only for the remaining basic headings for which prices were actually
collected. But this was not done because users want the results to reflect the full GDP. Reference
PPPs have been used in all previous rounds of the ICP and will be used again in the 2011 round.

The countries agreed on which basic headings would be covered by reference PPPs, but the
regional coordinators made the decisions on which PPPs to use as reference PPPs. Reference PPPs
were introduced into the calculations when the regional coordinators were calculating PPPs for
their region. Reference PPPs are more of an issue for the regional offices and the ICP Global Office
than for the participating countries.

The purpose of this chapter is to explain which reference PPPs were used in 2005 ICE how
much of GDP was covered by reference PPPs, and what the difference would have been had PPPs
been calculated using only the price data actually collected. A final section considers whether any
changes should be made in the use of reference PPPs for the 2011 ICP.
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Different Kinds of Reference PPPs

Reference PPPs can be categorized as follows:

¢ Price-based reference PPPs

— Specific

— Neutral
* Volume-based reference PPPs
¢ Exchange rate reference PPPs.

The sections that follow describe these reference PPPs.

Price-Based Reference PPPs

Virtually all the reference PPPs used for the ICP are price-based rather than volume-based. They
are price relatives (PPPs) that have already been calculated by comparing the prices of goods and
services classified under other basic headings. Some are PPPs of basic headings that are thought
to be similar to those for which no prices have been collected. “Similar” means here that if the
missing prices were available, it is likely that their price relatives vis-a-vis other countries would
be close to the PPPs of the basic heading selected as the reference PPP. These PPPs are referred to
here as specific reference PPPs. They may be the PPPs for a single basic heading or an average of the
PPPs for several basic headings. In latter case, they will be geometric averages of the selected PPPs
weighted by expenditure shares.

In other cases, reference PPPs are the PPPs of a large group of basic headings such as all the
basic headings under gross fixed capital formation for which prices have been collected. In this
case, the purpose is to ensure that the use of a reference PPP will not change the PPP for that larger
group. These are referred to here as neutral reference PPPs because the intention is that they have
no impact on the PPPs of the larger group of basic headings.

Here are some examples of specific and neutral price-based reference PPPs used in the 2005
round of the ICP:

* Specific price-based reference PPPs

— DPPP for the basic heading actual and imputed rentals for housing used as the reference
PPP for the basic heading miscellaneous services relating to the dwelling

— PPP for the basic heading recreational and sporting services used as the reference PPP
for the basic heading games of chance

— Geometric, weighted averages of all basic headings under transport and restaurants
and hotels used as the reference PPP for the basic heading package holidays.

¢ Neutral price-based reference PPPs:

— PPP for household final consumption expenditure on the domestic market (excluding
health and education basic headings and reference PPP basic headings) used as the
reference PPP for the basic heading narcotics

— DPPPs for gross fixed capital formation used as reference PPPs for the basic heading
other products (part of gross fixed capital formation)

— PPP for houschold consumption expenditure (excluding reference PPP basic head-
ings) used as the reference PPP for the basic heading social protection (part of house-
hold consumption expenditure).
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Volume-Based Reference PPPs

In previous rounds of the ICD, reference PPPs were always based on other PPPs—that is, on price
relatives. For the 2005 ICD, the Asia-Pacific and Africa regions? used reference volume relatives for
the basic heading actual and imputed rentals for housing (dwelling services for short). This was the
first time this procedure was used for the ICP.

The standard procedure for calculating PPPs for dwelling services is to compare the rents paid
in different countries for similar types of dwellings as described in chapter 12 on dwelling services.
In many countries, this procedure is not feasible because almost all dwellings are occupied by their
owners, and so there is only a small and unrepresentative rental market. To deal with this situation,
an alternative method was recommended for the 2005 ICP in which PPPs for dwelling services
were obtained by first calculating volume relatives based on the quality-adjusted quantities of dwell-
ings in each country. These volume relatives were then divided into expenditure relatives to obtain
PPPs. In both Asia-Pacific and Africa, it was found that neither of these methods could be used; the
data on actual rents, housing expenditures, and the quantity and quality of dwellings were judged
to be too unreliable. In this situation, the only solution was to use some kind of reference PPP.

A first suggestion was to use the overall PPP for household final consumption expenditure
(HFCE, calculated with expenditure on dwelling services omitted) as the reference PPP for dwell-
ing services. The overall PPP for household consumption expenditure would not be affected by
using a neutral PPP of this kind. The problem, however, was that country estimates of expenditures
on dwelling services were thought to be very unreliable in both the Asia-Pacific and Africa regions.
Dividing badly estimated expenditure relatives by neutral price relatives would necessarily produce
unreliable volume relatives, thereby distorting the HFCE aggregate in real terms. But this was not
desirable because the main objective of the ICP is to produce good volume comparisons between
countries. The problem can be explained as follows:

expenditure on DS in country A price of DS in country A  volume of DS in country A

expenditure on DS in country B price of DS in country B volume of DS in country B

DS refers to dwelling services. The first term in the equation is an expenditure relative known
from the national accounts of countries A and B. The second term is the price relative (or PPP)—
that is, the price of dwelling services in country A divided by the price of dwelling services in
country B. Dividing the expenditure relative by the price relative gives the volume relative shown
on the right-hand side. If the expenditure relative is unreliable, dividing it by a neutral price
relative will transfer that unreliability to the volume relative. The alternative is to use a neutral
volume relative on the right-hand side so that the unreliability inherent in the expenditure rela-
tive is transferred to the price relative (or PPP).? Because of the higher priority attached to the
volume comparisons than to the PPD, this alternative was accepted as the lesser of two evils. The
relative volume of household consumption expenditures was used as the reference volume relative
for dwelling services, and an (unreliable) PPP was obtained by dividing this volume relative into
the expenditure relative.

Exchange Rate Reference PPPs

Exchange rates were used for the two basic headings exports of goods and services and imports
of goods and services and for the two basic headings final consumption expenditure of resident
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households in the rest of the world and final consumption expenditure of nonresident households
in the economic territory.* Although exchange rates are described here as reference PPPs, many
observers would dispute this. They would argue that, by definition, the exchange rate is the PPP
for all imports and exports, including those that are purchased directly by households when they
travel abroad.

An alternative view is possible for PPPs for foreign trade, however. If exports and imports
are treated in exactly the same way as other products, the PPPs so obtained would not neces-
sarily be the same as exchange rates. To take a simple example, suppose two countries export an
identical type of banana and use the same currency such as the CFA (Central African franc). If
trade were entirely free, the f.0.b. (free on board) export prices of a ton of bananas would neces-
sarily be the same in the two countries—if not, the country with the higher f.0.b. price would
never export any bananas. And in this situation, the exchange rates would indeed equal the
PPPs calculated as their price relatives: both would be unity in this case. But, in practice, mar-
kets are not free, and those for many internationally traded goods are regulated by special trade
agreements—bananas being a particular case in point. In addition, the c.i.f. (cost, insurance,
and freight) prices of a ton of these bananas would not be the same in the importing countries
because, apart from differences in the f.0.b. prices, the international freight and insurance costs
may also differ. In short, if PPPs were calculated for banana exports and imports by compar-
ing, respectively, f.0.b. and c.i.f. prices, it is certain that they would not equal exchange rates in
all cases.

Purchases by residents abroad and purchases by nonresidents in the domestic terri-
tory can also be treated with PPPs different from exchange rates. These are basically tourist
expenditures on things such as transport, hotels, and restaurant meals. The bilateral PPP for
hotel rooms or train tickets purchased by nonresidents in country A is the ratio of the prices
in country A divided by the prices of a similar hotel room or train journey purchased by
nonresidents in country B. There is no reason to expect that this PPP would be the same as
exchange rates.

For exports and imports, it would be very expensive to collect prices in order to calculate
PPPs in the same way as for other items of final expenditure, and the use of exchange rates can be
justified on practical grounds. For net purchases by residents abroad, however, the alternative just
provided may be preferable to the use of exchange rates. In any event, it appears to be correct to
regard exchange rates as reference PPPs rather than as true, measured PPPs.

Basic Headings for Which Reference PPPs
Were Used in ICP 2005

Table 17.1 shows the basic headings for which each of the six regions used reference PPPs in the
2005 ICP. The kinds of reference PPPs used are indicated: volume-based (V), price-based specific
(S), price-based neutral (N), and exchange rates (X).

Reference PPPs were the least used in South America (32 basic headings) and the most used
in Western Asia (39 basic headings). They were used for most of the basic headings under govern-
ment and for a substantial number of basic headings under household expenditure. In all regions
except Western Asia, neutral reference PPPs were used more often than specific reference PPPs.
Western Asia used reference PPPs for more basic headings than the other regions, but tried to find
specific rather than neutral reference PPPs for most of them.
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TABLE171 Basic Headings for Which Reference PPPs Were Used in ICP 2005 by Region

g . Eurostat— . Western  South
Code . Basicheading i OECD . Asia ia
HOUSEHOLDS

110311 - Narcotics

- Actual and imputed
¢ rentals for housing

Water supply

© Miscellaneous
¢ dwelling services

110513.1 Repair of furniture

© Repair of household
¢ appliances

Domestic services

Household services

Hospital services S

Motorcycles

- Animal-drawn
¢ vehicles

© Passenger transport

110731.1 L
- byraitway
107341 Passenger transport
¢ bysea
110735.1 . Combined
| passenger transport
107361 Othgrtransport
o services
109211 Majordurablesfor
¢ recreation
© Maintenance
1109231 ¢ of other major
¢ durables
110933.1 Garden and pets

- Veterinary and pet
o services

Games of chance

Package holidays

Education

Prostitution

Social protection

Insurance
FISIM

;- Other financial
ioservices

(continued)
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TABLE171 Basic Headings for Which Reference PPPs Were Used in ICP 2005 by Region

(continued)
: Eurostat—§ Asia- Western South
Code Basicheading @ OECD : (IS : Pacfic i Afica : Asia : America
2711 Other services : : N N NN

o Net purchases by : : : : :
© residentsin therest X XX b ox XX
- of the world ‘ : : : :

ERVING HOUSEHOLDS (NPISH)

NPISH consumption N

¢ Housing S ; S
Hospital services S S :
. Intermediate N N N N N N

i consumption: health

© Gross operating
i surplus: health

¢ Net taxes on
¢ production: health

© Receipts from sales:
¢ health

¢ Recreation and
¢ culture

- Education benefits
i and reimbursements

. Intermediate : ‘ ‘ ‘ : :
1304221 ¢ consumption: : N PN PN PN N N
¢ education : : : : :

© Gross operating
¢ surplus: education

© Net taxes on : : : : : :
130424.1 ¢ production: : S S N F N S N
i education ; ; ; ; ; ;

© Receipt from sales:
¢ education

- Intermediate g : g g g g
1401121 © consumption: N N N N N N
i collective services ¢ : : : : :

. (ross operating : : : ‘ : :
1401131 ¢ surplus: collective S L T T T
©services : : : : : :

i Nettaxes on : : § : % %
140114.1 - production: T T T T A
i collective services ¢ i : : : ;

i Receipts from sales:
- collective services
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TABLE171 Basic Headings for Which Reference PPPs Were Used in ICP 2005 by Region

(continued)
: Eurostat— Asia- Western South
Code . Basicheading i OECD @ (S : Padfic | Afria | Asia | America
GROSS FIXED CAPITAL FORMATION
1501111 | Fabricated metal | | | | | S
products
1501751 Other manufactured S
150121.2 . Other road transport : : : : : S :
150122.1 - Uit s N N S
. equipment o
1503111 Other products N N N N N
INVENTORIES AND VALUABLES
160111.172 - Changein s s s s S S
inventories
160211172 Net acquisitions of s s
: valuables i i
BALANCE OF EXPORTS AND IMPORTS
17011172 el |y X XX X X
il ganiees R RN N R U
Total number of reference PPPs 34 . 34 e 35 e 34 o 39 e 32 B
Of which__ are reference volume relative § : : [ T i
Reference PPPs: specifi NS RS SN S ST ST
Reference PPPs: neutral 74 - 74 .- 14 .- 73 .- 25 - 72 .
Exchange rates .2 2 ¢ 18 . 18 12 | 18
2 2 2 2 2 2

Source: ICP 2005.
Note: V = reference volume relative; S = specific reference PPP; N = neutral reference PPP; X = market
exchange rate; FISIM = financial intermediation services indirectly measured.

What Were the Reference PPPs?

The 2005 “ICP Operational Manual” (World Bank 2005) provides guidelines on the basic head-
ings for which reference PPPs could be used and suggests the reference PPPs to be used in each
case. Table 17.2 shows the PPPs recommended in the /CP 2005 Methodological Handbook (World
Bank 2007).

Specific reference PPPs are highlighted in the table. The distinction between specific and
neutral reference PPPs is usually obvious, but there are some borderline cases. For example, gross
fixed capital formation is shown as a neutral reference PPP in table 17.2 when it is used for the
basic heading other products (capital formation,) but when it is used as a reference PPP for govern-
ment gross operating surplus it is shown as a specific reference PPP. In the first case, the intention
was most likely to avoid affecting the PPP for gross fixed capital formation (hence it is a neutral
reference PPP), whereas in the second case it is used because the price relatives of gross fixed capital

formation are assumed to be similar to those of consumption of fixed capital, which is by far the
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TABLET7.2 Reference PPPs Recommended by the Global Office for ICP 2005

RGN
110631.1
110714.1
1109431

g1

ot

1112211

1201111

"”j30{jwf{ B .”E

1302124

130222.1

"”jgcééjjv e

130224.1

130225.1

Basic heading

i PPPs for individual consumption expenditure by households
¢ (excluding health and education basic headings and
i reference PPP basic headings)

PPPs for production of health services by government
i (without net taxes on production and receipts from sales)

¢ Animal-drawn vehicles

i PPPs for individual consumption expenditure by households
¢ (excluding health and education basic headings and
- reference PPP basic headings)

i Games of chance

 PPPs for individual consumption expenditure by households
¢ (excluding health and education basic headings and
: Eurostat-OECD reference PPP basic headings)

- Weighted average of PPPs for transport services and
i restaurants and hotels

- PPPs for production of education services by government

e i (without net taxes on production and receipts from sales)
: . PPPs for individual consumption expenditure by households
i Prostitution ¢ (excluding health and education basic headings and

- reference PP basic headings)

¢ Sodial protection

. PPPs for government final consumption expenditure
¢ (excluding social protection, recreation and culture, and
- housing)

¢ Insurance

PPPs for individual consumption expenditure by households

¢ (excluding health and education basic headings and

- reference PPP basic headings)
: PPPs for individual consumption expenditure by households
i FISIM ¢ (excluding health and education basic headings and

- reference PPP basic headings)

Expenditures by residents in the rest of the world Exchange rates

¢ Expenditures by nonresidents in the economic :

. i Exchange rates

. territory

: . PPPs for government final consumption expenditure

¢ NPISH consumption ¢ (excluding social protection, recreation and culture, and

¢ housing)

- PPPs for production of health services by government
i (without net taxes on production and receipts from sales)

¢ PPPs for individual consumption expenditure by households
¢ (excluding health and education basic headings and
i reference PPP basic headings)

PPPs for production of health services by government
¢ (without net taxes on production and receipts from sales)

- PPPs for production of health services by government
¢ (without net taxes on production and receipts from sales)
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TABLET.2 Reference PPPs Recommended by the Global Office for ICP 2005 (continued)

 Gote

1303111
1304111

1304221

1304241
1304251
1305111

1401121

1401141

1401151

1503111

1601111

1601112

1602111

1602112

1701111
1701112

Source: ICP 2005.

Basic heading Reference PPPs
- PPPs for government final consumption expenditure
Recreation and culture ¢ (excluding social protection, recreation and culture, and

© housing)

- PPPs for production of education services by government
¢ (without net taxes on production and receipts from sales)

i PPPs for individual consumption expenditure by households

¢ (excluding health and education basic headings and
i reference PPP basic headings)

¢ PPPs for production of education services by government
i (without net taxes on production and receipts from sales)

¢ PPPs for production of education services by government
i (without net taxes on production and receipts from sales)

¢ Social protection

i PPPs for government final consumption expenditure
¢ (excluding social protection, recreation and culture, and

- housing)

¢ Intermediate consumption: collective services

 PPPs for individual consumption expenditure by households
¢ (excluding health and education basic headings and
. reference PPP basic headings)

©PPPs for production of collective services by government
¢ (without net taxes on production and receipts from sales)

PPPs for production of collective services by government
¢ (without net taxes on production and receipts from sales)

1501221 :

- Other transport equipment

- PPPs for gross fixed capital formation

Other products (GFCF)

- PPPsfor gross fixed capital formation

Weighted average of PPPs for consumer goods and
i equipment goods

- Weighted average of PPPs for consumer goods and

i equipment goods

¢ Exports of goods and services

© Exchange rates

Imports of goods and services

Exchange rates

Note: FISIM = financial intermediation services indirectly measured; NPISH = nonprofit institutions serving
households; GFCF = gross fixed capital formation.
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largest item in the gross operating surplus of government. Another example is provided by PPPs
for production of education services by government; they are used as reference PPPs for net taxes
on production: education. Here they are shown as specific PPPs on the assumption that they have
been selected because their price relatives are assumed to be similar to those for the production
of education services. However, it could equally well be that PPPs for production of education
services by government were selected as reference PPPs because that would have a neutral effect on
the overall PPP for government education services.

This list of basic headings and the recommended reference PPPs were based on the experi-
ence of the Eurostat-OECD group. The CIS region followed these guidelines strictly, but, as can
be seen in table 17.1, other regions did not. The reference PPPs used by each region are shown in
annex A. The main departures from table 17.2 can be summarized as follows:

* Most regions used more reference PPPs than recommended for the household consump-
tion expenditure. These were mostly basic headings for services rather than goods—
domestic, household, repair, financial, and insurance services were covered by reference
PPPs in all regions except the Eurostat-OECD and CIS. In general, they were also basic
headings with rather low expenditure weights, and so the regions concerned decided it
was not a good use of scarce resources to price items under these basic headings.

¢ For the government consumption expenditure, the Asia-Pacific, Africa, Western Asia,
and South America regions are shown as using fewer reference PPPs than the Eurostat-
OECD and CIS regions, mainly because the missing basic headings such as housing,
social protection, and recreation and culture carried zero or near zero expenditure weights

and so were ignored.

The neutral PPP most commonly recommended in the ICP manual was PPPs for the individual
consumption expenditure by households (excluding the health and education basic headings and
reference PPP basic headings).

Table 17.3 shows the percentages of GDP covered by reference PPPs in each region and the
relative importance of the basic headings for which reference PPPs were used. As an indication of
their relative importance, basic headings accounting for more than 0.5 percent of GDP are high-
lighted. According to the table, the following basic headings accounted for more than 0.5 percent
of GDP in at least half of the regions:

* Maintenance and repair of the dwelling

¢ Social protection (under household consumption)

* Insurance

¢ Intermediate consumption: health services

* Intermediate consumption: education services

¢ Intermediate consumption: collective services

* Gross operating surplus: collective services

* Receipts from sales: collective services

¢ Other products (under gross fixed capital formation)

¢ Changes in inventories

In addition, the two foreign balances for which exchange rate reference PPPs were used also accounted
for large shares of GDP, as did the basic heading for actual and imputed rentals for housing. Refer-
ence volume relatives were used for this basic heading in the Asia-Pacific and Africa regions.
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TABLET7.3 Percentage of GDP Accounted for by Reference PPPS in ICP 2005

. Eurostat- |  Asia-  Western :  South
. OED S PaCIfI A E,A'T'e,'

637 | 454

0.61 1.73 0.53 0.54 041 ¢ 053

110440 Water supply and misc. services relating
to the dwelling

0.45

1104{12M|sce\laneousserwcesrelatmgtothe 038 014 018 025% 025
dwelling : : i i i

HOSBRepairoffurniture,furnishings,andﬂoor 002 0.122 0.08 0.04
coverings : : :

110533 Repair of household appliances : : C003 ¢ 007 ¢ 007 o007

110630 Hospital services 1.14 0.68

110712 Motorcycles 0.49 0.12 0.02 0.13

110731 Passenger transport by railway 0.00

110734 Passenger transport by sea and inland 008 0.09§ 0.00 003
waterway : : :

110735 Combined passenger transport

110921 Major durables for outdoor and indoor
recreation

110943 Games of chance 0.56 0.08

110960 Package holidays 041 0.14

111000 Education 1.58 1.77

111220 Prosttution 003 0.00 oo 000

111240 Sodial protection 1.72 0.85 0.73 039 ¢ 034 : 02

111250 Insurance 1.10 0.16 0.52 0.24 0.17 0.67

111262 Other financial services n.e.c. 0.17 0.32 0.13 0.45

111261 FISIM 0.64 0.00 048 0.25 0.49 0.26 }

111270 Other services n.e.c. 0.62 0.32 0.22 1.03

111300 Net purchases abroad -1.38 061 000 @ 075 0.21 0.00 }

130222 Intermediate consumption: health services 0.94 097 047 031 097

130223 Gross operating surplus: health services 0.13 0.20 0.02 0.14 0.05

n: health services 0.02 0.14 0.00 0.05 0.00

130225 Receipts from sales: health services ©-02 ¢ =006 ¢ 000 @ 005 : -016 : 0. -0

(continued)
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TABLE17.3 Percentage of GDP Accounted for by Reference PPPS in ICP 2005 (continued)

- Eurostat- - hsia- - Westen © South = All

. OECD (S Pacfic i Africa i MAsia : America : regions®
130422 Intermediate consumption: education 088 128 . 062 i 051 = 0% | 043 | 07
services i : : : : i i
130423 Gross operating surplus: education ©028 027 ¢ 006 ¢ 028 ¢ 015 ¢ 012 ¢ 019
services ‘ ‘ ‘ ‘ ‘ ‘ ‘
130424 Net taxes on production: education : 002 000 ¢ 000 : 004 : 007 : 001 : 003
services g g g g g g g

140112 Intermediate consumption: collective
services

150300 Other products 1.65 1.81 228 093 0.76 1.50
(haﬁgég vin inv.e,n,t,o,ries an,d, {,éiuamé; .........................................................................................
16000 0 thange i.nA iAnAV e moﬂe;aﬁd ;/a‘uab‘.eg - o . 29 . 22 ............................... 034 ............. 076 ................ 1 57 .........
Bala,n,c,e, 6f exp.o,r,t,s,and |mport5 .....................................................................................................
1800A0A0A Bé\ance of é;(borts andAianﬁorts AAAAA -3.18 =/ 53 ''''' 1 89 vvvvvvvvvvvvvvvvvvvvvvv 99 | 417 vvvvvvvvv —047
Totai afgbove ,,,,,,,,,,,,,,, s 0 20 » 42 ...................... o 1414 ........ 1525
ReférAeAnAcbe PPP‘sAvAvAifhout cﬁsﬁges o - o

inventories and valuables, the balance of
exports and imports, and net purchases
abroad

Source: ICP 2005.
Note: FISIM = financial intermediation services indirectly measured; n.e.c. = not elsewhere classified.
a. Averages for the regions using reference PPPs.

The last two lines of table 17.3 summarize the importance of reference PPPs in each region
and for all regions together. Shown on the first line, “total of above,” are the sums of the percent-
ages in each column. Those sums include the three balance items: the changes in inventories and
valuables, the net exports of goods and services, and the net purchases abroad by residents. This
means that a region that made extensive use of reference PPPs for the nonbalance basic headings
will seem to have made little use of them if these balance items were negative. For example, Africa,
as a region, reported a larger negative trade balance, which gives the false impression that Africa
made little use of reference PPPs. Western Asia, by contrast, had a large positive trade balance,
which exaggerates the use made of reference PPPs in that region.

The last line omits these balance items and gives a better picture of the extent to which reference
PPPs were used in the different regions. Overall, just over 14 percent of GDP was covered by reference
PPPs, with South America having the lowest coverage at 9 percent and Asia-Pacific twice thatat 18 percent.

Table 17.4 lists the countries that participated in the 2005 ICP ranked by the percent-
age of GDP covered by reference PPPs. The percentages omit the two trade balances and the
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TABLE17.4 Percentage of GDP for Which Reference PPPS Were Used in ICP 2005

- hof :
Country/Economy : GDP . Country/Economy :
Py 35 Ve 103 Siae M2 Gebieglc DS
Qatar 3.6 EIZ?;eiagSCi(rj]a Senegal Slovak Republic
o 45 Greon M2 Gpw M2 w18
e | i Th P FO S e e
i 5 Angola ................................... R i T S
S o Ru55|anFederat|on ....................... T CTT e

Syrian Arab Republic 6.1 ¢ New Zealand Vietnam
Mozambiqgg 0.4 : Hu ary
Mexico 6.8 ¢ Jordan

Tanzania

6.8 %Ireland

¢ Kazakhstan ¢ Denmark

rkey 69 Tmbabwe 118 | Fane W6 . lanamicRep 189
..Saudi A}ébia ....... 7.]., Ukrame ............. Phi'n'ppi'neg ................................
i o Egtoma ........................................ A ustna .............................................. M ongona .......................................
Mo 74 Bigrie 12 Ugnth M9 LR 2
Chile 4 Brunei Darussalam ibi

. e

Nigeria 7.8 - Australia

s s ns) L N L
gy 81 Mo S o TS7 G197
Armema ....... | 83 (anada .............. Rwanda ................ Hong KongSARchma B
e o Azerba|Jan .................................... s lerramne ...................................... M a|ay5|a .........................................
o T
Sudan £ 92

Equatorial Guinea

Burundi . Burkina Faso

Lebanon i Korea, Rep. i Gambia, The 225
ey Mowenego 132 Bl 60 Uniedsas 25
w85 lygglepic B2 leato 161 Meledds 26
e e - ‘Mé(‘jagascéf vvvvvvvvvvvv
. SAR U P s S S
NocnioPR 87 | Ghon  BS  Cogodenfep 164 Swhafe B0
Greece ¢ Guinea-Bissau

. Afrigé‘n Belg\um ........................ F|J| ...................................
Republic : :

o e Mana .................................... Swaz|land Zamb|a ...........................................
Georg‘a ........................... 106M0ld0va ....................................... W — e i

Tajikistan

Source: ICP 2005.

Colombia 108 India 140 ¢ Cotedvoire C174
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FIGURET71 Number of Countries by Share of Basic Headings
Estimated with Reference PPPs

number of countries

4 6 9 12 15 18 20 25 26 29 32 35 more
percent

Source: ICP 2005.

changes in inventories and valuables and correspond to those shown in the bottom line of
table 17.3.

The countries in table 17.4 with lower percentages mostly reported low government expen-
ditures, while those with the higher percentages usually had much higher government expenditures
(both collective and individual) and, in the African and Asian countries, large shares of actual and
imputed rentals for housing. Figure 17.1 shows that the country percentages are fairly evenly dis-
tributed around the global mean of 14 percent.

How Did the Use of Reference PPPs Affect
the Results of the Comparison?

The figures and tables in this section compare the 2005 published PPP for GDP with what the PPP
for GDP would have been had it been calculated, first, without using price-based reference PPPs
and, second, without using exchange rate reference PPPs.

Table 17.5 shows the percentage differences between GDP PPPs calculated without price-
based reference PPPs. A negative figure means that the use of price-based reference PPPs reduced
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TABLET7.5 Differences between GDP PPP without Price-Based Reference PPPs
and Published GDP PPP

percentage of published GDP PPP

(ountrv/Economv§ % © Country/Economy @ % Country/Economy % (oun!rv/Economv% %

ElosmaanAd —0.0 | lran, IslamicRep. Slovenia Belgium 20
...... CIZEQVING f
Swaziland 00 : South Africa . Taiwan, China . Australia 21

Montenegro i —00 ¢ Armgentina i Cape Verde ¢ Burkina Faso

Mauritius
Maldives

© Benin  Ireland © Vietnam

© Sierra Leone

© Congo, Dem. Rep.

Venezuela

Zambia Denmark i Congo, Rep.

Paraguay ¢ Romania ¢ Japan

© (ambodia

Namibia

i Philippines i lceland

|

Tanzania * Kenya

PLLIEES . BruneiDarusselam . aofR
Thaland 02 MNgera .
Latvia i Yemen, Rep. i Hong Kong SAR, China i Serbia

Slovak Republic i Madagascar

¢ Morocco ¢ Togo

Gmeoon 0 03 - Fnlnd 009 G silanke 0 16 | Malawi G 30
Macao SAR, China . Uganda

Gomors g

Clesotho - Chle Syrian Arab Republic - Kuwait

Sweden i Bhutan i Botswana i Russian Federation
Rwanda ~ Indonesia © Malta © Saudi Arabia

Mozambique . Hungary i United States

i Pakistan
¢ Sudan
- Czech Republic

¢ Bahrain

¢ Oman

© Armenia

B 05 Meio 12  siolméandPiincpe  ~19 GuneaBiy A7
Peru ¢ Ethiopia ¢ Burundi i Chad
Djibouti ~ Kyrgyz Republic

Brazil ¢ Gambia, The

* Equatorial Guinea ~ Switzerland

© Nepal

Source: ICP 2005.
Note: Countries/economies are ranked in ascending order of the absolute value of the difference.
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FIGURET7.2 Effect of Price-Based Reference PPPs: Difference between Published PPP
for GDP and PPP for GDP without Price-Based Reference Basic Headings,
by Country within ICP Region
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the GDP PPP actually published compared with what the GDP PPP would have been had no
reference PPPs been used. Most of the differences are positive, indicating that the use of price-based
reference PPPs had an upward impact on the calculation of PPPs for GDP.

Figure 17.2 shows the distribution of the 146 participating countries, ordered by region.
In four regions—Asia-Pacific, South America, Eurostat-OECD, and Africa—the differences are
mostly quite small; the differences for countries in the CIS and Western Asia groups are somewhat
larger.

The histogram in figure 17.3 shows that the differences are less than +1.5 percent for 60 percent
of the countries and less than 2.5 percent for three-quarters of them. Several countries from the CIS
and Africa regions, however, display significant negative differences of more than 6 percent. Many of
the price-based reference PPPs were selected because they would have a neutral effect on the calcula-
tion of the overall PPPs, so this result is not unexpected. Even though reference PPPs were used for
quite high shares of GDP in many countries, the reference PPPs selected did not much influence
the overall results. The Western Asia region preferred specific to neutral reference PPPs, which may
explain why the differences are somewhat larger for countries in this region.

Table 17.6 and figures 17.4 and 17.5 show the effects of using exchange-rate based PPPs.
The differences are substantially larger than for price-based reference PPPs—they go from nearly
—7 percent for Iceland to over +11 percent for Moldova and The Gambia.

In interpreting these differences, it is important to remember that they depend on both the
size of the balances (of trade and direct purchases abroad) and on the extent to which exchange
rates differ from PPPs. If the total balance of the two items is zero or small, the differences shown in
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FIGURETZ.3 Number of Countries by Size of Differences between GDP PPP
without Price-Based Reference PPPs and Published GDP PPP
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table 17.6 will also be zero or small. If the total balance is larger, the difference shown in table 17.6
will depend on how far the exchange rate diverges from the GDP PPP.

Lessons for ICP 2011

The decision about when to use reference PPPs rather than collect prices for a basic heading must be
made by the countries in each region in consultation with the regional coordinators. That decision will
depend on the resources available for price collection and on the importance of the basic headings.
The choice of reference PPPs is similarly a matter for consultation between the countries and their
regional coordinators. The Global Office can nevertheless offer some guidance based on the experi-
ence in previous rounds of the ICP. Seven suggestions emerge from the discussion in this chapter:

1. Four basic headings for which reference PPPs were used were identified as particularly
important in terms of their GDP shares. These are maintenance and repair of the dwell-
ing; social protection (under household consumption); insurance;® and other products
(under gross fixed capital formation). It should be possible to find prices for representa-
tive items in at least some of these basic headings for the 2011 ICP so that their PPPs are
measured directly from actual prices.
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TABLET7.6 Difference between GDP PPP without Exchange Rate-Based
Reference PPPs and Published GDP PPP

percentage of published GDP PPP
Country/ ¢ Country/ Country/ - Country/
Economy : Economy % Economy : { Economy

Ecuador £ 00§ Azerbaijan : ¢ Ukraine ¢ Malta

Cameroon * Indonesia © Benin © (roatia

Korea, Rep. Belarus i Botswana i Equatorial Guinea

Sz Republc Mo | Denmark
(Cha

* India ,
L SITESTE :
Slovak Republic © Montenegro ©07 ¢ Qatar C =14 ¢ Zimbabwe

Swaziland - Mali . Eqypt, Arab Rep. : Malawi

Djibouti Mozambique 0.7 Paraguay ¢ Bulgaria

I A

Zambia Ty

Bolivia Belgium

Venezuela, RB © Russian Federation © Portugal

Mauritius i Liberia i Angola ¢ Switzerland

Congo, Dem. Rep. Central Africa Republic - Gabon i Guinea-Bissau

Chile Estonia Tanzania Sweden

Comoros i =02 ¢ China ¢ Bosnia Herzegovina ¢ Rwanda

: Kazakhstan

Lavia Bangadesn . Amena

. Iraq (Congo, Rep. Oman

Brazil . (anada : NewZeaIa-nvdv -

Uruguay ¢ Guinea ¢ Lesotho

Hungary Slovenia Vietnam

Maldives Hong Kong SAR, China i Germany i Madagascar

Lithuania . Philippines . Ghana . Georgia

Mexico France United States ¢ Sierra Leone

Israel Bahrain

Tunisia : Saudi Arabia © Brunei Darussalam

Syrian Arab - Yemen, Rep. © Pakistan
Republic : :

Taiwan, China - Albania . Serbia 23 ¢ Tajikistan

Thailand . Singapore : Jordan 23 i lceland

South Africa § =04 ¢ lran, Islamic Rep. : ¢ Burkina Faso ¢ Mauritania

© Namibia

e

© Burundi * Ireland

Lebanon 04 Cambodia : © SriLanka © Kyrgyz Republic

T

Morocco

. Norway

Japan -
Finland
Romania ¢ Nigeria ¢ Macedonia, FYR ¢ Moldova

© Gambia,The W

Austria

Source: ICP 2005.
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FIGURET7.4 Effect of Exchange Rate Reference PPPs: Difference between Published
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2. Some regions should consider collecting prices for goods and services that have sig-

nificant weights in their own regions. Motorcycles in Asia-Pacific, domestic services in
Africa, and nongovernmental education in the Eurostat-OECD and CIS regions are
some examples.

. Asageneral rule, it is probably best to not mix goods and services. If a reference PPP is to

be used for a goods basic heading, the reference PPP should also be based on a goods basic
heading. And, of course, the same applies to services. The reason for this rule is that we
know from past rounds that the relative prices of goods and services are usually very dif-
ferent between countries. In the 2005 round, the PPPs for major household appliances,
small electric household appliances, and small tools and miscellaneous accessories were
used as reference PPPs for domestic services in both the Asia-Pacific and Africa regions.
It probably would have been better to use service basic headings as the reference.

. The weighted geometric averages of PPPs for tourist-type expenditures—on hotels, res-

taurants, and transport, for example—would probably be better reference PPPs for net
resident expenditures abroad than exchange rates.

5. Where feasible, specific reference PPPs are to be preferred to neutral ones. In the 2005

ICP round, the Western Asia region used averages of the PPPs for gardens and pets, medi-
cal services, and paramedical services as a reference PPP for veterinary and pet services
and PPPs for recreational and sporting services as reference PPPs for games of chance.
Other regions used neutral reference PPPs in both cases.
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FIGURETZS Number of Countries by Size of Differences between GDP PPP

without Exchange Rate PPPs and Published GDP PPP

) .

number of countries

10 more

percent

Source: ICP 2005.

6. The use of reference PPPs for actual and imputed rentals for housing should be avoided
in the 2011 round. The Asia-Pacific and Africa regions may need more help in providing
rental data and data on the quantity and quality of dwellings, so that one or other of the
preferred methods can be used to calculate PPPs for this important basic heading. The use
of the volume-based reference PPP in the 2005 round undoubtedly affected the reliability
of the PPPs for these regions, although the size and direction of the errors cannot be known.

7. Finally, it would be useful to review the reference PPPs at the data validation stage. In the
2005 ICP round, great care was taken with the price validation, but the reference PPPs
were not evaluated with the same care.
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Reference PPP Basic Headlngs (BHs)

| BH code. 110213.1

Eurostat—OECD

Asia-Pacific

Africa

Western Asia

South America

BH: Repair of furnlture

Asia-Pacific

Africa

Western Asia

South America

Asia-Pacific

Africa

Western Asia

South Amenca

Asia-Pacific

Africa

Asia-Pacific

Nonalcohohc beverages(Kuwalt Oatar Saud\ Arab|a Yemen Rep)
BH code 110212 1

Nonalcohollc beverages(Kuwalt Oatar Saud\ Arab|a Yemen Rep)

Nonalcoholic beverages (Kuwait, Qatar, Saudi Arabia, Yemen, Rep.)

:BH code 110231 1

bj Ind|V|duaI consumpnon expendnure by households excludmg health BHs educanon BHS
i reference PPP BHs

; BHcode11o441 T
i FInd|V|duaI consumpt\on expendlture by households excludlng reference PPP BHs .
:B|-| i ok B

¢ Actual and |mputed rents

i Geometric mean of PPPs for cleaning; repair and hire of clothing; repair and hire offootvvear
¢ maintenance and repair of the dwelling

: Ma|ntenance0fthedwelhng
. BHcode: 110533.1

: Malntenance of the dwellwng

i Geometric mean of PPPs for cleaning; repair and hire of clothing; repair and hire offootwear
¢ maintenance and repair of the dwelling

: Maintenance ofthe dweIHng 7
. BH code 110562.1

; Majornouseholdapphances small electnehouseho\dapphances sma\ltoo\sand misC.
¢ accessories

i Major household appliances; small electric household appliances; small tools and misc.
- accessories

B code: 110562.2

: Mamtenance of the dwellmg

(continued)
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Africa

Western Asia

South America

BH: Hospltal services

: Maintenanceofthedwelhng
. BHocode: 110631.1

Eurostat-OECD

BH: Motorcycles

Asia-Pacific

Africa

Western Asia

South America

Eurostat-OECD

Western Asia

Asra—Paciﬁc

Africa

Western Asia

South Arnerica

¢ Motor cars

. reference PP BHs

Asia-Pacific

Africa

Western Asia

South Arnerica

Asm—Paciﬁc

Africa

South Arnerica

Asm—Paciﬁc

Africa

South Arnerica

Western Asra

BH: Garden and pets

Asia-Pacific

: Production of heaIth services by government wrthout net taxes on production and receipts
: irom sales

. BH code 1107121

¢ Motor cars

¢ Motor cars

: Motor ars
. BH code 1107141

|nd|V|dua| consurnption expenditure by households excluding health BHs education BHs

: Bicycles
 BHcode:110731.1
bPassenger transport by road
 BHcode: 1107341

: Transport BHs excluding motor cars; bicycles reierence PPP BHs

: Transport BHs excluding motor cars, bicycles, reference PPP BHs
. BH code: 110735.1

: Transport BHs excluding motor cars, bicycles reference PPP BHs

‘ Transport BHs excluding rnotorcars, bicycles, reference PPP BHs
BH code 110736 1

¢ Transport BHs excluding, motor cars, bicycles reference PPP BHs

: Transport BHs excluding rnotor aars, bicycles, reference PPP BHs
BH code 110921 1

: Bicycles audiowsual photographic and computerequrpment

: Bicycles; audiovisual, photographic, and computer equipment 7
 BHodett0931
Reparrofaudrovrsual photographic and information processrng equrpment

B|-| ey

: Indrvrdual consumption expenditure by households excluding netﬁnal consumption
- expenditure of resident households in the rest of the world, major tools and equipment,
hospital services, reference PPP BHs



Africa

South America

Asia-Pacific

Africa

Western Asia

South America

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

Rererence PPPs

Individual consumption expenditure by households, excluding net final consumption
¢ expenditure of resident households in the rest of the world, major tools and equipment,
- reference PP BHs

. Individual consumption expenditure by households, excluding domestic services, reference
© PPPBHs
. BH code: 110935.1
Individual consumption expenditure by households, excluding net final consumption
i expenditure of resident households in the rest of the world, major tools and equipment,
- hospital services, reference PPP BHs

Individual consumption expenditure by households, excluding net final consumption
i expenditure of resident households in the rest of the world, major tools and equipment,
- reference PP BHs

Individual consumption expenditure by households, excluding domestic services, reference
. PPPBHs
. BH code: 110943.1
¢ Individual consumption expenditure by households, excluding health BHs, education BHs,
. reference PP BHs

Individual consumption expenditure by households, excluding net final consumption
¢ expenditure of resident households in the rest of the world, major tools and equipment,
- hospital services, reference PPP BHs

Individual consumption expenditure by households, excluding net final consumption
i expenditure of resident households in the rest of the world, major tools and equipment,
- reference PP BHs

¢ Individual consumption expenditure by households, excluding domestic services,
. reference PP BHs
BH code: 110961.1

Weighted average of PPPs for transport services; restaurants and hotels

BH: Social protection

;- Production of education services by government without net taxes on production and
i receipts from sales

¢ Individual consumption expenditure by households, excluding health BHs, education BHs,
i reference PP BHs

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

. Government final consumption expenditure, excluding social protection, recreation and
. culture, housing

Individual consumption expenditure by households, excluding health, education, net final
i consumption expenditure of resident households in the rest of the world, major tools and
- equipment, hospital services, reference PP BHs

Compensation of employees; machinery and equipment BHs; construction BHs; individual
i consumption expenditure by households, excluding net final consumption expenditure of
- resident households in the rest of the world, major tools and equipment, reference PPP BHs

i Compensation of employees; machinery and equipment BHs; construction BHs; individual
: consumption expenditure by households, excluding domestic services, reference PPP BHs

(continued)
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ST BHmde"]ZSH e

¢ Individual consumption expenditure by households, excluding health BHs, education BHs,

Furostat-OECD reference PP BHs

- Individual consumption expenditure by households, excluding health, education, net final
Asia-Pacific i consumption expenditure of resident households in the rest of the world, major tools and
¢ equipment, hospital services, reference PPP BHs

¢ Individual consumption expenditure by households, excluding net final consumption

Africa i expenditure of resident households in the rest of the world, major tools and equipment,
- reference PP BHs
Western Asia Individual consumption expenditure by households, excluding reference PPP BHs

. Individual consumption expenditure by households, excluding domestic services,

South America i reference PP BHs
BH: FISIM - BHcode: 111261.1
Eurostat-OFCD Individual consumption expenditure by households, excluding health BHs, education BHs,
. reference PP BHs
Individual consumption expenditure by households, excluding health, education, net final
Asia-Pacific ¢ consumption expenditure of resident households in the rest of the world, major tools and

- equipment, hospital services, reference PP BHs

. Individual consumption expenditure by households, excluding net final consumption

Africa i expenditure of resident households in the rest of the world, major tools and equipment,
- reference PP BHs
Western Asia Individual consumption expenditure by households, excluding reference PPP BHs
South America Individual consumption expenditure by households, excluding domestic services,
reference PPP BHs
BH: Other financial services BH code: 111262.1
Individual consumption expenditure by households, excluding health, education, net final
Asia-Pacific ¢ consumption expenditure of resident households in the rest of the world, major tools and
- equipment, hospital services, reference PP BHs
Individual consumption expenditure by households, excluding net final consumption
Africa ¢ expenditure of resident households in the rest of the world, major tools and equipment,
- reference PPP BHs
Western Asia Individual consumption expenditure by households, excluding reference PPP BHs
South America ¢ Individual consumption expenditure by households, excluding domestic services, reference

i PPPBHs

BH: Othef ‘sﬂervices

- Individual consumption expenditure by households, excluding health, education, net final
Asia-Pacific i consumption expenditure of resident households in the rest of the world, major tools and
© equipment, hospital services, reference PPP BHs

¢ Individual consumption expenditure by households, excluding net final consumption

Africa i expenditure of resident households in the rest of the world, major tools and equipment,
- reference PP BHs

Western Asia Individual consumption expenditure by households, excluding reference PPP BHs

South America Individual consumption expenditure by households, excluding domestic services,

reference PPP BHs

BH: Purchases by residents in the rest BH code: 111311.1

of the world

Eurostat-OECD - Exchange rates

West Asia Exchange rates
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BH code: 111311.2
country
Eurostat-0ECD i Exchange rates
BH: NPISH consumption BH code: 120111.1

i Government final consumption expenditure, excluding social protection, recreation and

Eurostat-OECD : )

culture, housing
BH: Housing i BHcode: 130111.1
Eurostat-0ECD i Actual and imputed rents

: BHcode: 130212.4

;- Production of health services by government without net taxes on production and receipts
i from sales

© BH code: 130222.1

Eurostat-OFCD Individual consumption expenditure by households, excluding health BHs, education BHs,
reference PPP BHs

. Individual consumption expenditure by households, excluding net final consumption
Asia-Pacific ¢ expenditure of resident households in the rest of the world, major tools and equipment,
¢ hospital services, reference PPP BHs

. Individual consumption expenditure by households, excluding net final consumption
Africa ¢ expenditure of resident households in the rest of the world, major tools and equipment,
i reference PPP BHs

Western Asia Individual consumrprﬂrornr expendnure by households, excludmg reference PPP BHs

South America Individual consumrprﬁrornr expendnure by households, exdudmg domesm services, reference 7
PPP BHs

” Grovs';;[v,érating surp|us ......... Bdee 1302231 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

Eurostat—(b)‘é(»‘[b)‘ bbbbbb '

Asia-Pacific

Africa

Western Asia

South America

BH: Net taxes on production

- Production of hea

Eurostat-0ECD :
from sales
i Compensation of employees; machinery and equipment BHs; construction BHs; individual
Asia-Pacific consumption expenditure by households, excluding net final consumption expenditure of
i resident households in the rest of the world, major tools and equipment, hospital services,
¢ reference PP BH
¢ Compensation of employees; machinery and equipment BHs; construction BHs;
Africa individual consumption expenditure by households, excluding net final consumption
¢ expenditure of resident households in the rest of the world, major tools and equipment, and
¢ reference PP BHs
Western Asia © Production of health services, excluding reference PPP BHs
South America ¢ Compensation of employees; machinery and equipment BHs; construction BHs; individual
¢ consumption expenditure by households, excluding domestic services, reference PPP BHs
BH: Receipts from sales BH code: 130225.1
Eurostat-OFCD ;- Production of health services by government without net taxes on production and receipts

i from sales

(continued)
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Asia-Pacific

Africa

Western Asia

South America

Eurostat-OECD

Asia-Pacific

BH: Education benefits and
reimbursements

- Compensation of employees; machinery and equipment BHs; construction BHs; individual

consumption expenditure by households, excluding net final consumption expenditure of

i resident households in the rest of the world, major tools and equipment, hospital services,
- reference PP BHs

. Compensation of employees; machinery and equipment BHs; construction BHs; individual
. consumption expenditure by households, excluding net final consumption expenditure of
- resident households in the rest of the world, major tools and equipment, reference PPP BHs

;- Compensation of employees; machinery and equipment BHs; construction BHs; individual
¢ consumption expenditure by households, excluding domestic services, reference PPP BHs

© BH code: 130311.1

;- Government final consumption expenditure, excluding social protection, recreation and
. culture, housing

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

Machinery and equipment BHs; construction BHs

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

© Individual consumption expenditure by households, excluding net final consumption
¢ expenditure of resident households in the rest of the world, major tools and equipment,
- hospital services, reference PPP BHs

- Individual consumption expenditure by households, excluding net final consumption expenditure of
- resident households n the rest of the world, major tools and equipment, reference PPP BHs.

- Compensation of employees; machinery and equipment BHs; construction BHs; individual

consumption expenditure by households, excluding net final consumption expenditure of

- resident households in the rest of the world, major tools and equipment, hospital services,
- reference PP BHs

i Compensation of employees; machinery and equipment BHs; construction BHs; individual
¢ consumption expenditure by households, excluding net final consumption expenditure of
- resident households in the rest of the world, major tools and equipment, reference PPP BHs

¢ Compensation of employees; machinery and equipment BHs; construction BHs; individual
. consumption expenditure by households, excluding domestic services, reference PPP BHs

¢ Production of education services by government without net taxes on production and
- receipts from sales

. Individual consumption expenditure by households, excluding health BHs, education BHs,
. reference PPP BHs

¢ Individual consumption expenditure by households, excluding domestic services, reference
i PPPBHs

i BH code: 130423.1

: BH code: 130424.1

;- Production of education services by government without net taxes on production and
. receipts from sales
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BH: Receiﬁ from sales

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

;- Production of education services by government without net taxes on production and
. receipts from sales

i Compensation of employees; machinery and equipment BHs; construction BHs; individual
- consumption expenditure by households, excluding net final consumption expenditure of
¢ resident households in the rest of the world, major tools and equipment, hospital services,
- reference PPP BHs

Compensation of employees; machinery and equipment BHs; construction BHs; individual
¢ consumption expenditure by households, excluding net final consumption expenditure of
- resident households in the rest of the world, major tools and equipment, reference PPP BHs

;- Compensation of employees; machinery and equipment BHs; construction BHs; individual
i consumption expenditure by households, excluding domestic services, reference PPP BHs

Eurostat-OECD

. Government final consumption expenditure, excluding social protection, recreation and

BH: Intermediate consumption

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

BH: Net taxes on productiqp

. culture, housing

Individual consumption expenditure by households, excluding health BHs, education BHs,
. reference PPP BHs

Machinery and equipment BHs; construction BHs; individual consumption expenditure by
¢ households, excluding net final consumption expenditure of resident households in the rest
- of the world, major tools and equipment, hospital services, reference PPP BHs

Machinery and equipment BHs; construction BHs; individual consumption expenditure by
¢ households, excluding net final consumption expenditure of resident households in the rest
- of the world, major tools and equipment, reference PPP BHs

Machinery and equipment BHs; construction BHs; individual consumption expenditure by
¢ households, excluding domestic services, reference PPP BHs

. BH code: 140113.1

Eurostat-OECD

Asia-Pacific

Africa

Western Asia

South America

;- Production of collective services by government without net taxes on production and
- receipts from sales

¢ Compensation of employees; machinery and equipment BHs; construction BHs; individual
¢ consumption expenditure by households, excluding net final consumption expenditure of
¢ resident households in the rest of the world, major tools and equipment, hospital services,
- reference PPP BHs

Compensation of employees; machinery and equipment BHs; construction BHs; individual
i consumption expenditure by households, excluding net final consumption expenditure of
- resident households in the rest of the world, major tools and equipment, reference PP BHs

;- Compensation of employees; machinery and equipment BHs; construction BHs; individual
: consumption expenditure by households, excluding domestic services, reference PPP BHs

(continued)
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Eurostat-OECD

Asia/Pacific

Africa

West Asia

South America

B code: 1401151

: Productlon of coIIectlve services by government Wlthout net taxes on productlon and
¢ receipts from sales

¢ Compensation of employees; machinery and equipment BHs; construction BHs; individual

consumption expenditure by households, excluding net final consumption expenditure of

: resident households in the rest of the world, major tools and equipment, hospital services,
i reference PPP BHs

. Compensation of employees; machinery and equipment BHs; construction BHs; individual
¢ consumption expenditure by households, excluding net final consumption expenditure of

resident households in the rest of the world, major tools and equipment, reference PPP BHs

. Compensation of employees; machinery and equipment BHs; construction BHs; individual

Eurostat-OECD

Western Asia

Eurostat-OECD

Asia-Pacific

Africa

South America

Eurostat-OECD

Western Asia

: Wergnred average ofPPPs for consumer goods and equrpment goods

BH code: 170111.1

Eurostat-OECD

West Asia

Eurostat-OECD

Source: ICP.

¢ Exchange rates

: consumpnon expenditure by households, excluding domestic services, reference PPP BHs
Meta\ producrs and equrpment excludrng reference PPP BHs

| BHadetsons1 N
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ANNEX B

Country/Economy Codes

Country
Albania

Angola

Argentina

Armenia

Australia

Austria

Azerbaijan

Bahrain

Bangladesh

Belgium

Benin

Bhutan

Bolivia

Bosnia and Herzegovina

Botswana

Brazil

Brunei Darussalam

Bulgaria

Burkina Faso

Burundi

(ambodia

(ameroon

(anada

(ape Verde

Central African Républic
(had

(hile

China

(olombia

Comoros

Congo, Dem. Rep.

(ote d'lvoire

(roatia

(yprus

(zech Republic
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Measurin THE Reat Size o THE WoRrep Economy

Country Code Country Code Country Code
Poland ROl Sovenia  SWN e 0
Portugal PRT South Afica 7AF Tunisia W
Qo o San B Tukey TR
Romania ROM Silaka LKA Uganda UA
VRtrxssian Fédéraﬂon RUS Sudén R SDN Ukrrarine” UKR o
Rwanda  RWA Swaziland Wz United Kingdom BR
VSréroToméVa'nrd Prindbér STP varerden” SWE UnritredSrterates : USA .
Swdidaba AU Switzeriand CHE Uguy WY
Senegal SEN Syran AbRepublic ~ SYR Venezuela, RB Ve
Sebia SR8 Tawan,China  TWN Vemam WM
VSrirerra Leornér SLE Tajrikistahr - TK Yeﬁen,?ép. YEM .
VSrirngaporem SGP Tanrzrania” - TZA Zarrn'bia” ZMB .
SloakRepiblic WK Thailand THA Timbabwe W

NOTES

1.

‘The qualifier reference raises the question “Referring to what?” Terms such as surrogate PPPs
or proxy PPPs might be easier to understand. However, the term reference PPPs is firmly
embedded in the literature on international comparisons and so is used throughout this
chapter.

The five geographic ICP regions in 2005 were Africa, Asia-Pacific, Commonwealth of
Independent States (CIS), South America, and Western Asia. The Eurostat—Organisation for
Economic Co-operation and Development (OECD) members constituted a sixth region.

. A calculation was made based on earlier comparisons, in which for large groups of countries

the dwelling services in real terms were found to be approximately proportionate to the overall
real HFCE. That supported the reference volume neutrality argument.

. In practice, all regions except the Eurostat—Organisation for Economic Co-operation

and Development (OECD) collapsed these pairs of basic headings to single “balance”
basic headings: exports minus imports and purchases abroad by residents minus pur-
chases in the domestic territory by nonresidents. Note that the basic headings final
consumption expenditure of resident households in the rest of the world and final
consumption expenditure of nonresident households in the economic territory are
adjustment items that are not usually required if estimates of household consumption
expenditure are based on a household expenditure survey. This is, in practice, how
many countries outside the Eurostat-OECD and CIS groups estimate the household
consumption expenditure, and these countries did not therefore need to estimate these
basic headings.

. The basic heading insurance covers only the service charge and not the whole of the insur-

ance premium. The insurance service charge cannot be measured directly, but it is rea-
sonable to assume that PPPs for service charges will be close to PPPs calculated from
premiums.
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