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PURCHASING POWER PARITIES FOR PRIVATE CONSUMPTION

SEPTEMBER 1989
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H.B.: Table A should be read horizontally. The following example should make the meaning clearer:

For the same basket of goods and services in private consumption,it would be necessary to spend 100 BFR in Belgiunm,
the exchange rates in the same

5.33 DM in Germany, 16.92 FF in France and 245.42 ESC in Portugal.

period were 100 BfR = 4.78 DM, 100 BFR = 16.13 FF, 100 BFR = 400 ESC.

By comparison,
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Table B should be read horizontally. The following example should make the meaning clearer.

-
-

For the same basket of goods and services for private consumption which would require expenditure of 1000 BFR in
Belgium, it would be necessary to spend the exchange-rate equivalent of 1116 BFR in Germany, of 1049 BFR in France

and of 613 BFR in Portugal, etc..



METHODOLOGICAL NOTE

The purchasing power parities for final household consumption for the base year 1985 are calculated on the
basis of extensive price surveys as described in “Comparison in real values of the aggregates of ESA”. The
specific parities for household consumption are updated by means of the national consumer price index for
each of the countries which are regularly published in this bulletin. For each pair of countries the extrapolated
parity is obtained by multiplying the 1985 parity by the relative price index.

In the first table (A) the parities are presented in a square matrix in which each country can be compared with
all the others. In effect each column gives the parities of every country with respect to a reference country.

The parities obtained in this way have been related to the official exchange rates; the ratio of purchasing power
parities to exchange rates is called the price level index. These figures, also presented in a square matrix, are
given in the second table (B). Each line of this table shows the difference between the parity and the exchange
rate of the base country compared to the other countries. For instance on the first line where Belgium is the
base country (= 100), the index for Denmark is 135.9, for France 104.9 and for Portugal 61.3.

In other words: for the same basket of goods and services for private consumption as would require an
expenditure of 1000 BFR in Belgium, it would be necessary to spend the exchange rate equivalent of 1359 BFR
in Denmark, 1049 BFR in France and 613 BFR in Portugal.

Purchasing power parities are mainly used for short term analysis of household consumption.

EUROSTAT also carries out an annual estimate of purchasing power parities of gross domestic product (see
National Accounts - Aggregates), they are generally used for volume comparisons by eliminating the difference
of general price level between countries.

The purchasing power parities for the United States, Japan, Canada and Austria are based on studies made
by the OECD for the year 1985.
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