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PURCHASING POWER PARITIES IN EUROPE - REFLECTIONS ON USES, RECENT
DEVELOPMENTS AND THE FUTURE OF THE INTERNATIONAL COMPARISON PROGRAM*

Paul Konijn

Purchasing Power Parities (PPPs) play a key role in comparative analyses. There is one important specific use of PPPs in the EU: the
financial support to the economic development of regions (a large part of the EU budget) is determined partially by the regions’ per-capita
GDP in PPP terms. This, to some extent, has driven the development of the European PPP program.

Another use of PPPs is the analysis of price convergence; in this context the article considers a computation of Price Level Indexes at

fixed exchange rate.

The article also describes recent and forthcoming developments in the Eurostat PPP program, including such issues as comparing education
and health, implementation of European System of Accounts (ESA) 2010, introducing a new basic heading classification, reorganisation of
the consumer goods price surveys and the development of PPPs for industries.

The article argues in favour of keeping the regional approach for the International Comparison Program (ICP) and the need to strike the
right balance between autonomy for a region and its adherence to globally agreed methodologies.
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1. Introduction

The first official EU comparison of GDP on a PPP
basis was carried out by Eurostat for the year 1975 and
covered all the then 9 EU Member States. Since then,
the Eurostat PPP program has grown from a five-yearly
exercise to an annual exercise covering 37 European
countries (Member States and non-Member States).
Its development has been closely linked to that of
the OECD PPP work as well as to the International
Comparison Program (ICP). Annex 1 gives a summary
of the history and interrelations of the different
international PPP programs.

The EU has one specific use of PPPs that, to some
extent, has driven the development of the European
PPP program. This is the fact that financial support
to the economic development of regions (a large part
of the EU budget) is determined partially by their
per-capita GDP in PPP terms'. This important use of
statistical data implied a great need for high quality,
comparability and transparency and thereby provided
the impetus for the methodological, organisational and
legal developments of the program. In particular, it

induced the adoption of a Regulation by the European
Parliament and the Council in 2007 that made the
European PPP program a regular and sustainable
element of the European statistical program.

An analogy can be drawn with the use of ICP data
for poverty measurement. The World Bank would
presumably not have assumed the large role it has today
in the ICP if it were not for its own need to establish
the tools to monitor the incidence of poverty around
the world.

But the data needs of the regional development
programs or poverty measurement, while important
drivers, are not the only reason for producing PPPs.
There are many other users and uses. In this paper
(section 2) we will describe some of these. Whereas
the stated aim of the PPP program is to be able to
compare the volumes of GDP and its components,
there are also many users primarily interested in
comparing prices. Within the EU, the question of
price convergence following the introduction of
the euro is frequently addressed by researchers. In
section 3 we will provide our own analysis of price
convergence in Europe.
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I'A region is eligible for funding if regional per-capita GDP in PPP terms is less than 75% of the EU average.
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This paper (section 4) will also summarise some
recent developments in methodology and organisation
of the European PPP program and will discuss to what
extent these developments could impact on the ICP.
The ICP isvery important to Europe. Without the ICP,
it would not be possible to assess Europe’s economy
against the economies of the main trading partners.
Section 5 gives some reflections on the future of ICP
from a European perspective.

2. Use(r)s of European PPP data

Besides the above mentioned use of PPPs for the
allocation of regional funds, Eurostat’s PPPs are used
for a wide variety of other purposes. Here’s a non-
exhaustive list:

* Other statistics produced by Eurostat use PPPs
to compile price level-adjusted indicators. The
prime user in this respect is of course the national
accounts. But PPP-adjusted data are also produced
within statistics related to poverty, income,
earnings, labour costs, health, education, R&D,
etc. In certain cases, PPPs are used to adjust prices.
For example, electricity prices are published in
euros but also in PPP terms, giving indications of
the prices of electricity, relative to other products,
in different countries.

» Eurostat also uses PPPs in the construction of EU
aggregates. For example, the HICP for the EU is
a weighted average of the national HICPs, where
the weights are expressed in PPP terms for the
non-euro countries.

* GDP per capita in PPP terms and price levels for
household final consumption are two PPP-derived
indicators that appear in the top of the most
requested data on the Eurostat website. That shows
there is a high demand from the general public for
this kind of data. Eurostat news releases on these
topics are always widely quoted in the media.

» Eurostat’s PPPs feed into other external databases,
for example the economic databases of the
Commission and the ECB. They are also taken over
by the OECD, the World Bank and the IME
These examples refer to the public output of

Eurostat’s PPP program. Because the margins of error

increase as the level of aggregation gets lower, Eurostat
does not publish results of comparisons below a certain
level of detail.

However, researchers can get access to detailed PPP
data, i.e. data that is not published, provided they can
deliver a description of the aim of the research and the
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methods that will be used, as well as a statement of
confidentiality saying that the detailed data will not in
any way be made public. Mostly the requests concern
PPPs, price level indices and expenditure weights at
basic heading level. In incidental cases, also average
prices at product level are requested. Interestingly,
Eurostat rarely receives requests for detailed per capita
volume indices.

Eurostat receives many requests for data under
this confidentiality regime, and in practice almost all
are accommodated. Some of them lead to scientific
publications in well-known academic journals.

An example is the study of Crucini, Telmer and
Zachariadis [2]. This articles looks at the «Law of
One Price» (that identical goods in different countries
should have identical prices, once the prices are
expressed in common currency units) at a very detailed
level of products. Hence, it examines the very notion
of Purchasing Power Parity. It concludes inter alia that
there are roughly as many overpriced goods as there are
underpriced goods between any two EU countries. The
paper uses data on average prices as were published (!)
by Eurostat for the benchmark years 1975, 1980, 1985
and 1990. A recent update of this work, extending
the years to include 2005 and 2010, can be found in
Glushenkova and Zachariadis [5].

Berka and Devereux analyse European real
exchange rates (i.e. price level indices) at the level of
basic headings, for the years 1995-2009 [1]. They note
that real exchange rates are highly positively correlated
with the internal relative price of non-traded to
traded goods. This relationship holds true both across
countries and over time. In other words, price level
differences are mainly driven by non-traded goods.

The European Central Bank used detailed average
price data to analyse the impact of structural features
of the distributive trades on price levels [3]. They
conclude, inter alia, that there remains a considerable
degree of price dispersion across the euro area. Whilst
this is lower, on average, for goods than for services,
it is still sizeable in most cases. It seems that a limited
degree of price convergence has indeed taken place,
but that this came to a halt around the period 2004 to
2006. Finally, even after controlling for factors such
as income levels and VAT rates, the structural and
regulatory features of the distributive trades sector
appear to play a role in explaining differences in price
levels across countries.

Other studies for which detailed PPP data are
requested focus for example on cross-border shopping,
competition policy or trade barriers. What is clear from




the above is that the interest of researchers is almost
exclusively in the detailed comparable price data. Price
convergence in particular is a subject of great interest,
in particular in the euro area. With this in mind, the
next section analyses price convergence since 1995 at
an aggregate level.

3. An analysis of price convergence in Europe

In this section, we will give our own light-hearted
analysis of price convergence in Europe between 1995
and 2013, based on published PPP data only. The
aim is to show what the PPP data can tell us about
movements in price levels over time.

Eurostat publishes an indicator of price convergence,
which is defined as the coefficient of variation of
the price level indices (PLIs) of household final
consumption expenditure for a specific group of
countries such as the EU28 or the euro area. There
are in fact two issues with this indicator:

* PLlIsare defined as the PPPs divided by the market
exchange rates. Hence, movements in exchange
rates can have a profound impact on PLIs, even
if PPPs are stable. Stable PPPs mean that the
relative price level for the residents of the country
concerned is stable (i.e. inflation in that country is
at the same level as inflation in the base country).
If stable PPPs are divided by fluctuating exchange
rates, the results are fluctuating PLIs. But these only
mean that the respective country becomes more or
less expensive for residents of other countries. In
any case, the interpretation of the coefficient of
variation of PLIs in the presence of changes in
market exchange rates is somewhat difficult, as
it cannot be concluded whether an increase or
reduction of the variation is due to movements of
prices or movements of exchange rates.

« Total household final consumption expenditure
is not a fully comparable indicator, because it is
affected by differences in the share of government
in the provision of individual services such as health
and education.

For those reasons, we take a different approach in
this paper:

+ To remove the effect of changing exchange rates,
we divide the PPPs for the entire time series (1995-
2013) by the average exchange rates over the period
1995-2013 (or for the period for which data exists
for a country) to obtain PLIs at fixed exchange rate.
For ease of reference, we will call them FPLIs. They
are normalised so that for all years the (unweighted)
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geometric mean of the FPLIs for the EU15 equals
100. As the exchange rates are fixed, the FPLIs
show the trends in PPPs only.

* We will investigate the FPLIs for Actual Individual
Consumption (AIC). AIC has the advantage that it
includes the expenditures of NPISHs and general
government on individual services and therefore
provides a fuller and more comparable picture of
the consumption levels of households. Contrary
to GDP, it has the advantage that its PLIs are not
affected by the often volatile investment PLIs and
the treatment of exports and imports.
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Figure 1. Variation coefficients of FPLIs for AIC (in percent)

Figure 1 shows the variation coefficients of the
FPLIs for four groups of countries: the group of all
37 countries in the Eurostat PPP exercise, EU27, the
current euro area (EA18) and the original euro area
(EA11). The series are not equally long due to the
availability of data. The underlying data are presented
in annex 2.

Not surprisingly, the group with all countries
has the highest price dispersion (as it includes the
expensive EFTA countries as well as the low-price
potential candidate countries in the Western Balkan)
and the group of original euro area countries has the
lowest dispersion. For the three top lines, there is a
clear reduction in the variation coefficients, implying
price convergence, until around 2007-2008 where the
process of convergence seems to have halted or even
reversed. For the group of original euro area countries
(EA11), price dispersion was somewhat reduced
between 1995 and 2005 but has since increased again.
It must be noted that, for this group, price dispersion
has continued to be very low.

To understand better what’s behind this mixed
picture of price convergence, figure 2 shows the
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FPLIs for all 37 countries. This spaghetti-like diagram
appears to show a convergence of price levels. On closer
inspection, it appears that among the more expensive
countries only one, Switzerland, has a significant
downward trend. FPLIs for all other countries that
are above the average EU15 price level are more or
less stable over the entire period. France and Germany
moved from being slightly above 100% in 1995 to
slightly below 100% in 2013, whereas the UK went in
the opposite direction. Iceland went from a FPLI in
1995 from around 80% of the EU15 average to above
150%, i.e. almost a doubling of the price level.

On the other hand, there are several countries below
the average price level that are rapidly converging
towards that average. The two extreme cases are Turkey
and Romania that started from very low levels in 1999
and had very high inflation in the years following. Other
rapid risers are the Baltic states (Latvia, Lithuania and
Estonia), Slovenia, Bulgaria and Hungary.

The picture that emerges is that price convergence
is mainly due to the catching-up of those countries that
joined the EU since 2004 or are (potential) candidate
countries, but much less to price level adjustments in
the more expensive countries.
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As the question of price convergence within the
euro area is of special interest, figure 3 zooms in
on the FPLIs of the current 18 euro area countries.
Our convergence indicator in figure 1 indicated
convergence of price levels between 1999 and 2005.
Figure 3 shows that this is explained by the increases
in FPLIs for four of the countries that joined the
euro area since 2007 (Slovenia, Slovakia, Estonia
and Latvia). Since 2005, hardly any convergence of
price levels can be noted. Also within the 11 original
euro area countries, price levels converged mainly
before the actual introduction of the euro in 1999
and hardly since.

As said above, this analysis should be seen as
light-hearted. There are other ways of analysing price
convergence (see e.g. the report from the European
Central Bank [ 3] for a discussion). The current analysis
stays at the aggregate level, whereas the process of
convergence or divergence is much better understood
by analysing detailed products or product groups, as
done in some of the papers referred to above. But
one point that this paper tries to make is to draw
attention to the fact that conventional measures of
price convergence (variation coefficients of PLIs)
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are affected by price and exchange rate changes and
that the interpretation of changes in the variation
coefficients may not be that obvious.

4. Recent and forthcoming developments in the
Eurostat PPP program

In 2012, Eurostat and OECD published an updated
version of their methodological manual (see [4]).
This manual provides a complete overview of the
methodology of the PPP program. This section of the
paper describes some developments that occurred after
the publication of the manual or are ongoing.

Education and health. Eurostat strongly believes
in the need for measuring the output of non-market
services (like education and health) directly, rather
than by the traditional method of measuring the inputs
of non-market services.

In 2008, Eurostat introduced a new method for
education services based on direct measurement of
the volume of output of education in the different
countries. The quantity of output is measured by the
number of students, whereas a quality adjustment is
made on the basis of the OECD’s PISA study. Details
of the method can be found in the PPP Manual,
chapter 8.

In 2013, after several years of pilot testing in co-
operation with OECD, Eurostat implemented also
a new method for hospital and health services. This
method is based on the collection of quasi-prices fora
set of comparable and representative hospital services,
in combination with the use of System of Health
Accounts data to provide weights for the compilation
of aggregate health PPPs. See the two papers from
Koechlin [6, 7] for details.

These two new methods significantly improve the
methodological basis of Eurostat’s PPP program. The
methods are feasible in Europe (and OECD countries)
due to the availability of good and comparable data.
They are less applicable outside these countries. In
the 2011 ICP round, this provided challenges to link
Eurostat and OECD countries to the ICP regions. For
education, a link was established with Latin America that
had a sufficient number of countries for which the output
method could be implemented. For health, linking could
be done through the fact that Eurostat and OECD still
collected the data needed for the input approach (wages
and salaries for medical and non-medical staff).

It would be recommendable to consider linking
methods for these areas well in advance of the
next ICP round, in order to be able to collect any
additional data that may be needed.
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European System of Accounts (ESA) 2010. All EU
Member States are in the process of implementing
the new national accounts standards of the ESA2010,
which isthe European equivalent of the SNA 2008. The
first ESA2010 data are to be transmitted to Eurostat by
the end of September 2014. There will be significant
changes to GDP levels of many countries. Two new
features of ESA2010 are particularly important for the
level of GDP:

* the capitalisation of R&D;

 the capitalisation of military equipment.

The changes in ESA2010 will automatically feed
through in e.g. the GDP per capita in PPP terms
through the change in GDP. The PPPs themselves are
not expected to be significantly affected. For the two
new categories above no price collection will be carried
out. PPPs for these categories will be estimated on the
basis of other categories («reference PPPs»).

Anew basic heading classification. In 2015, Eurostat
will implement a new basic heading classification.
Apart from minor adjustments due to the new
ESA2010, significant changes will be implemented
for the categories under household consumption
expenditure. In recent years, Eurostat has worked on a
more detailed (5-digit) version of COICOP that is to be
used by PPP, HICP and the household budget surveys.
Up to now, these three statistical domains use different
detailed versions of the COICOP classification. In
the coming years, the common 5-digit classification
is to be introduced by each domain so that in future
the detailed data of these domains can be more
easily compared. For the PPP classification of basic
headings, the consequence is a significant increase of
headings under household consumption expenditure.
This is however offset to some extent by a significant
reduction of headings under GFCF and government
expenditure.

It has not yet been decided to what extent PPPs in
the new classification will be calculated backwards to
create a coherent time series for researchers.

The new classification will provide some challenges
if it were to be mapped to the existing ICP classification
in a new ICP round.

Reorganisation of the consumer goods price surveys.
In 1999, the European PPP program was extended to 31
countries, in preparation of the enlargement of the EU
in 2004. This brought several organisational challenges
for Eurostat, for example in the establishment of
product lists that were equi-representative for all
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countries. It was decided to split the countries in
a number (first 3, later 4) of groups. Each group
was comprised of countries that were relatively
homogeneous thereby making it easier to draw up
representative product lists. Each group had a group
leader selected from among the countries in the group.
The group leader was responsible for: drawing up the
product lists for the surveys in consultation with the
other members of the group; visiting group members
to ensure uniformity of product selection and pricing
procedures; and editing the price data provided by
group members. The group leaders together with
Eurostat were responsible for ensuring that the product
lists for the groups had a sufficient number of overlap
products at each basic heading so the comparisons
could be effected across groups. The overall results of
the reform were smaller more manageable lists, more
rigorous pre-surveys, easier selection of products for
pricing and improved quality of price data.

This group organisation has worked very well for 15
years and has improved and ensured the quality and
continuity of the PPP consumer goods price surveys.
However, in 2013 the situation was reviewed and the
following points were considered:

« Although there still exist big differences between
the countries, there has no doubt been a strong
convergence of markets across Europe. It has
become more and more common to find the same
products in all countries, thereby reducing the
need to tailor product lists to different groups of
countries.

* Since 2006, the Eurostat PPP program has
gradually introduced a set of central IT tools for
item list creation, data entry, data validation and
aggregation. The use of these tools made the
program more efficient and transparent, but also
created a push for centralisation, as all 37 countries
in the program can see the pre-survey results and
prices of all other countries.

It was then decided to abandon the organisation by
groups as of 2014. The consumer goods price surveys
are now coordinated by one contractor on behalf
of Eurostat, instead of the four group leaders. The
contractor isa combination of experienced PPP experts
in two national statistical institutes. They produce one
product list to be used by all countries and validate the
data for all countries directly at European level.

Production PPPs. Traditionally, PPPs are compiled
for the expenditure components of GDP. However,
there is also a clear user need for PPPs from the




production side of GDP. Such industry-level PPPs
could be used for comparisons of productivity levels
across countries. Currently, industry-level PPPs are
produced irregularly by the University of Groningen
(see for example [8]). Eurostat started a small-scale
internal research project in 2013 to investigate
possibilities to produce industry-level, or production,
PPPs. The basic approach is similar to that of the
University of Groningen researchers, but within
Eurostat we can make use of more detailed basic data
(for example from PRODCOM, the European survey
on production of manufactured goods). The project
is still in its infancy; hence, conclusions on feasibility
are not yet drawn.

5. The future of ICP from a European perspective

As stated in the introduction, the data produced
by ICP are crucial for the EU and for European
countries. Without the global PPPs from the ICP, a
fair comparison with other parts of the world is not
possible. The 2011 round has put the ICP on a firm
methodological basis. It has been able to improve and
expand significantly upon the 2005 round. The use of
PPPs around the world has increased (following their
improved availability). The publication of the ICP
led to an open and fair discussion of pros and cons of
using PPPs vis-a-vis using exchange rates. Generally,
the arguments for using PPPs are becoming widely
accepted. One of the arguments against PPPs — their
low availability and reliability — is nowadays much less
strong than it used to be.

This leads to the inevitable conclusion that there
is no alternative but to continue producing global
PPPs in the future. At the moment, there is however
no mechanism that ensures this. The 2005 and
2011 rounds of ICP were ad-hoc organizations. The
World Bank graciously hosted the Global Office that
coordinated the comparisons and footed a large part
of the overall bill. The interest of the World Bank in
doing this arises from their need for understanding
and measuring poverty around the world. At regional
level, some regions funded their comparison exercises
on their own, but in some others ICP was basically
run outside of their regular work program and funded
externally.

A stated aim of ICP is statistical capacity building
around the world. However, it is questionable whether
this aim can be reached when ICP is organized on an
ad-hoc basis at irregular intervals. The expertise built
up in countries during an ICP round (e.g. in organizing
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price surveys or improving national accounts) will often
be lost again before the next round starts. Also, one
clear lesson from the 2011 round, and the problems
of extrapolation from 2005, is that a 6-year interval
between rounds it too long (and that the methods of
extrapolation needs improvement).

Therefore, to make ICP more regularandsustainable,
it is essential that it becomes institutionalized, at
global, regional and national levels. ICP should
become a regular part of the statistical work program
of the international statistical community.

This requires first of all recognition of this fact
at UNSC level. Secondly, it requires the set-up of a
permanent Global Office, hosted by an international
institution but funded by multiple donors (possibly
through a trust fund). The Global Office should be
able to recruit international experts in a flexible way,
to ensure a level of competence that allows it to be the
world leader in PPP methodology.

Donors can be international institutions, but
also regional or national institutions, governments,
academic institutions, and possibly private funds (e.g.
private funds that support developing countries). It is
important that the donor contributions are continuous
and not one-off.

The ICP should remain regionally organized. In
some regions, the process of making ICP sustainable
has already started. These are the regions in which an
institution exists that has recognized the importance
of ICP for the region and that has allocated funds. The
regional dimension of ICP remains important because
regional institutions are closer to the countries’
statistical institutions. Regional comparisons are
«closer to home» and therefore are more recognizable
for participants, will increase countries’ involvement
as well as regional donor’s interest. Also from the
methodological point of view, it is recommendable
to first compare countries within regions before
comparing the regions at global level.

It’s however important to strike the right balance
between autonomy for a region and their adherence
to globally agreed methodologies, product lists and
timetables. The Global Office is responsible for the
global comparison but not for the regional comparisons.
It should focus its attention to organizing the activities
needed to compare the regions (the «linking») and
to assist those regions that need assistance. Regions
should be allowed to operate as autonomously as they
desire, but the methodology employed in the regions
must allow the comparison with other regions, and
ideally the quality of the results must match that of
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other regions. The regional offices deserve a stronger
voice in defining linking methodology than they had
inthe 2011 round. It remains also crucially important
that countries, regions and the Global Office are
fully transparent (to each other and to users) about
the methods and sources used. The principle of
fixity of regional results should remain: it would be
detrimental to credibility if different institutions would
be publishing different PPPs for the same countries.

Price surveys should be carried out at regular
frequency. If a region or a country has good quality
CPI data, it could decide to carry out price surveys on
a rolling basis, following the example of the Eurostat-
OECD PPP program. The CPI data can then be
used to extrapolate the prices forward or backwards
to a benchmark year. Ideally, the benchmarks should
not be further than 3 years apart. In fact, in terms of
statistical capacity building, it is highly recommended
for countries to integrate ICP entirely within their CPI
programs and thus make it sustainable and improve
CPI and ICP simultaneously.
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onHo BaxkHoe npumeHeHue [1T1C: ¢puHaHcoBas MomaepKKa 9KOHOMUYECKOTO Pa3BUTHSI OTIEIBHOIO PerrMoHa (COCTaBJIsIoIIas
3HAUYUTENIbHYI0 YacThb O1omxeTa EC) onpenensiercs, B TOM YKCIie, B 3aBUCUMOCTH OT perrnoHaibHoro BBIT Ha ayury HaceneHus Ha
ocHoBe [1I1C. B uzBecTHOI1 cTerneHu 3To ycKopuiao pa3sutue EBporieiickoii mporpammsl TTT1C.

Hpyrum npumeHenuem [TITC sapasieTcst aHanM3 IEHOBOI KOHBEPTEHIMU; B 9TOM KOHTEKCTE B CTaThe PACCMATPUBAETCS TTOCTPO-
€HME NHAEKCOB YPOBHSI 1IeH Ha OCHOBE (DMKCMPOBAHHOTO BAIIOTHOTO Kypca.

B crarbe TakKe OnuChIBaIOTCS HelaBHUE NOCTUXKeHU U Oyayiiee pazsutue [1porpammel TTTTC, ocyniectBisiemoit EBpoctaTom,
BKJTIOYAsT TAKKME BOTIPOCHI, KAK COMOCTABIEHNUsI B 001acT 00pa30BaHUs U 3paBOOXpaHeHus, BHeapeHue EBpormeiickoil cucteMbl
cuetoB (ECC) 2010, BBeneHue HOBOM KiiaccubuKalMy MepBUYHbIX TPYII, peopraHu3alius 00cae0BaHui IeH Ha TOTPEOUTEIbCKIEe

ToBaphl, a Takke pacueT [1I1C mnsa oTpacieit 5KOHOMUKH.

B cratbe mpuBOISATCST apTyMEHTHI B TIOJIb3Y COXPaHEHUST peTMOHAIIBHOTO TTOIX0/1a TTpY opraHu3aiiuy [1porpaMMbl MeXITyHapoI-
HbIx contoctaBnenuit ([TMC), a Takke HEOOXOIMMOCTH HaXOXACHUS MPaBWIBHOTO OaslaHCa MEXXIy CAMOCTOSITEIbHOCTBIO pETMOHA
U COOJTIOICHUEM METOI0JIOTMH, COTJIACOBAHHOM Ha TI00AIbHOM YPOBHE.

Karoueswie crosa: naputet nokynareabHoi ciocooHoctu BamoT, EBpoctat, O9CP, [Iporpamma MexxayHapOaHbIX COMTOCTABJIECHUIA,

MHAEKCHI yPOBHSA LIEH, LIEHOBAsi KOHBEPTEHLIMA.
JEL: EO1, E31.

* CTarbsl TIOATOTOBJIEHA Ha OCHOBE JTOKJIa/ia, MPENCTaBJICHHOTO Ha CeMUHape « MeXXCTpaHOBBIE M BHYTPUCTPAHOBBIE COITOCTaBICHUS
LIEH ¥ YPOBHSI XKM3HW», cocTosiBIIeMcsI B ceHTs10pe 2014 1. B . Aperiio (Mranust).
Touka 3peHus, peACTaBIeHHAs! B HACTOSIIICH CTaThe, SBISICTCS NCKITIOYMTEIbHO TOYKOI 3peHHsI aBTOpa.
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Annex 1

Chronology of the International Comparison Programme (ICP) and the European Comparison Programme (ECP)
Updated version of Table A from Annex I of the Eurostat-OECD PPP Manual (2012)

1950-1960

1954 and 1958: Experimental comparisons with 9 European countries and United States carried out by the Organisation for European
Economic Cooperation (OEEC)

1960-1970

1968: International Comparison Project launched under the University of Pennsylvania and the United Nations Statistical Division
(UNSD)

1970-1975

Establishing a methodology to allow worldwide comparisons on a regular basis. Three research phases:

- 1970 ICP Phase I: 10 countries;

- 1973 ICP Phase II: 16 countries;

- 1975 ICP Phase I11: 34 countries; first official EU comparison organised by Eurostat covering all 9 Member States

1975-1980

ICP going operational under UNSD. Regionalisation of the ICP. European Comparison Programme (ECP) launched in 1979 under the
European Commission of Europe (ECE). The ECP consisted of two groups: Group I covering Western Europe and non-European OECD
countries and organised by Eurostat and the OECD; Group II covering Central and Eastern European Countries organised for the ECE
by Statistics Austria. In 1996, Group III covering member countries of the Commonwealth of Independent States (CIS) joined the ECP

ECP ICP

Group |

Group II and Group II1

ECP 1980: 18 countries; EKS method applied

ECP 1980: 5 countries; Bilateral comparisons

ICP Phase IV: 60 countries; CPD method

1980 | below the basic heading, GK method applied | with Austria; Quality and productivity | applied below the basic heading, GK method
above adjustments made applied above
1985 | ECP 1985: 22 countries ECP 1985: 4 countries ICP Phase V: 64 countries
ECP 1990: 24 countries; Adoption of the | ECP 1990: 7 countries International Comparison Project renamed
1990 EKS method above the basic heading for International Comparison Programme
official results; First time all OECD member
countries included
Adoption by Eurostat of the rolling survey
approach and annual comparisons of GDP;
1991 OECD follows the survey cycle for consumer
products but retains a three year cycle for
comparisons covering all GDP aggregates
1993 ECP 1993: 24 countries ECP 1993: 16 countries ICP Phase VI: 83 countries; regional
comparisons but no world comparison
ECP 1996: 32 countries; Inclusion of some | ECP 1996 Group II: 14 countries; Multi- | Ryten Report 1998: Main conclusion being
former Group II countries in Group I (OECD | lateral comparison with no quality or|that ICP should be relaunched with better
accession countries); Castles Report 1997 productivity adjustments; EKS method | management and more resources at global,
1996-1998 applied below and above the basic heading; | regional and national levels
ECP 1996 Group III: 9 countries; EKS
method applied below and above the basic
heading; Break up of Group II
Eurostat-OECD PPP Programme CIS Comparison Programme ICP
Eurostat-OECD 1999: 43 countries; ECP | CIS 2000: 12 countries
Reform: Inclusion of all EU candidate
1999-2000| countries in Group I and Division of
participating countries into groups; Work on
EU PPP Regulation started
Eurostat-OECD 2002: 42 countries Relaunch of the ICP: Establishment of the
2002-2003 Global Office at the World Bank in 2003; 2005
to be reference year
Eurostat-OECD 2005: 46 countries CIS 2005: 10 countries ICP 2005: 147 countries; CPD method
2005 applied below the basic heading. EKS method
applied above; Regions linked through a
comparison of 18 ring or bridge countries
Eurostat-OECD PPP Manual published in
2006-2007 2006; EU PPP Regulation passed in 2007
2008 Eurostat-OECD 2008: 43 countries CIS 2008 — 5 countries Results of ICP 2005 published
Eurostat-OECD 2011: 47 countries CIS 2011 — 9 countries ICP 2011: 200 countries; Regions linked
2011 through all countries pricing a selection of
products from a core list of products
Updated Eurostat-OECD PPP Manual
2012 .
published
2014 Eurostat-OECD 2014: 47 countries; Results of ICP 2011 published

Abandoning of group system in Europe

Note: Since the 2005 comparison, OECD publishes combined results for Eurostat-OECD and CIS countries with Russia as the bridge country.
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