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Overview 

Market exchange rates are commonly used for international 

comparisons of economic aggregates expressed in nominal 

values. However, they do not allow a real comparison of the 

volume of goods and services produced and used in different 

countries because exchange rates quite often reflect other 

elements than price level differences alone. 

The calculation of purchasing power parities (PPPs) makes it 

possible to eliminate the combined impact of price level 

differences and other elements from the comparison and thus 

obtain a real volume comparison between countries of, for 

example, Gross Domestic Product (GDP) per capita, one of the 

main indicators of economic activity. 

The results for 1997 which are presented in the following table 

clearly demonstrate this. In general, the use of market exchange 

rates overestimates the real volume of GDP of countries where 

price levels are high, and vice versa. Use of PPPs for the 

conversion of national figures reveals striking differences 

between nominal values and real volumes, such as Switzerland 

(-25%), Denmark (-18%), Portugal (+51%) and Poland (+130%). 

However, differences in per capita volumes of goods and 

services consumed remain quite significant. For example, the 

per capita GDP of Greece is only 40% of Luxembourg, or 65% of 

Germany, when measured in PPP-based real volumes. 



Purchasing power parities and related economic indicators for the European Union, 
Iceland, Norway, Switzerland and Poland 

Preliminary results for 1997 
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Column 2 Exchange rate ( 1 ECU in national currency units ) 
Column 3 Purchasing power parity ( 1 PPS in national currency units ) 
Column 4 Price level index (EU-15 =100) 
Column 5 GDP per capita value index, based on ECU values (EU-15 = 100) 
Column 6 GDP per capita volume index, based on PPS values ( EU-15 = 100 ) 

Note: 
These preliminary results are based on the price data and the estimates of GDP nominal values in national currency and of 
population levels that were available in Eurostat in March 1999. These estimates will be revised and definitive results will be 
published later this year. The results presented here are subject to sampling and other errors; small differences between the 
measures are unlikely to be statistically significant. 
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Commentary on the results 

Columns 2 and 3 of the table show the exchange 
rates and the purchasing power parities for the 
different countries. The ratio between the PPP and 
the exchange rate is an indicator of the relative price 
level in each country. For comparison purposes, this 
ratio is shown in relation to the Community average 
in Column 4. If the figure is higher than 100, the 
country concerned is relatively expensive as 
compared to the Community average, and the use of 
market exchange rates over-estimates the volumes; 
the opposite is true if the price level index is lower 
than 100. 

Column 4 reveals differences between the various 
price levels of 66 to 122 for EU countries and of 43 to 
133 for all countries. This clearly demonstrates the 
importance of using PPPs instead of market 
exchange rates for comparing the economies of 
different countries. 

Other significant indicators for international 
comparisons are the per capita GDP indexes in 
Columns 5 and 6 which represent the relation 
between the per capita GDP of each country and the 
average per capita GDP of the EU. It is worth noting 
that the index can be significantly different according 
to whether market exchange rates (Column 5) or 
PPPs (Column 6) are used. 

Thus, Denmark, for which the per capita value index 
is 149 if the calculation is based on data in ECU, 
changes to a volume index of 122 if the conversion 
factor is PPP. This is related to its high price level 
index (122). The opposite phenomenon can be 
observed for Greece and Portugal for which per 
capita value indices of 53 and 47 respectively change 
to per capita volume indices of 69 and 72. The 1 : 3.5 
ratio of per capita GDP between Portugal and 
Switzerland for data in ECU is less than 1 : 2 if the 
conversion factor is PPP. This result again shows the 
need to have purchasing power parities as a tool to 
obtain real volume comparisons between countries. 

Volume indices should not be used to establish a 
strict ranking of countries; in fact they only give an 
indication of the comparative order of magnitude (in 
volume terms) of economic activity in each country in 
relation to others. Thus, when comparing per capita 
volume indices for France and Italy (104 and 102 
respectively), the conclusion which can be drawn is 
that per capita GDP in volume terms in these two 
countries is of the same order of magnitude, and that 
a comparison of the per capita value indices for these 
two countries computed using exchange rates (110 
and 91 respectively) gives a biased view, due to the 
difference in price levels 

> ESSENTIAL INFORMATION - METHODOLOGICAL NOTES 

PPPs are obtained using the price ratios between the different countries for a basket of goods and services which 
are both comparable and representative. The individual price ratios are aggregated, according to well defined 
criteria, up to the GDP global parity level. 

Switzerland, Iceland and Norway participate in the Eurostat annual comparison programme as EFTA countries. 
Poland has been a full member since 1994. Ten more countries have since joined the comparison programme: 
Bulgaria, Cyprus, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Romania, Slovak Republic and Slovenia. 

For 1997, Eurostat, the Statistical Office of the European Communities, calculated purchasing power parities for 
the Member States, Iceland, Norway, Switzerland and Poland. 

This note presents only the main results for per capita GDP. More detailed results will be published later in the 
year. 

To know more about: 

"Purchasing power parities and related economic indicators: detailed results for 1995 and 1996" (published March 1999). 
"Purchasing power paritios and related economic indicators: detailed results for 1997" (in preparation). 
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Further information: 
Databases 

Title New Cronos 

Theme 2  Economy and Finance 

To obtain information or to order publications, data bases and special sets of data, please contact the Data Shop network: 

B E L G I Q U E / B E L G I Ë D A N M A R K D E U T S C H L A N D E S P A N A F R A N C E ITAL IA - R o m a 

Eurostat Data Shop 

BruxellesfBrussel 

Chaussée d'Etterbeek 13 

Etterbeeksesteenweg 13 

B-1049 BRUXELLES / BRUSSEL 

Tel. (32-2) 299 66 66 

Fax (32-2) 295 01 25 

E-Mail: 

datashop.bojssels@eurostat.cec.be 

DANMARKS STATISTIK 

Bibliotek og Informabon 

Eurostat Data Shop 

Sejrøgade 11 

DK-2100 KØBENHAVN 0 

Tel. (45-39) 17 30 30 

Fax (45-39) 17 3003 

E-Mail: bib@dstdk 

STATISTISCHES BUNDESAMT 

Eurostat Data Shop Berlin 

Otto-Braun-Stra&e 70-72 

D-10178 BERLIN 

Tel. (49-30) 23 24 64 27/28 

Fax (49-30) 23 24 64 30 

E-Mail: 

stba-berlin.datashop@t-online.de 

INE Eurostat Data Shop 

Paseo de la Castellana, 183 

Oficina 009 

Entrada por Estèbanez Calderón 

E-28046 MADRID 

Tel. (34-91) 583 91 67 

Fax (34-91) 579 71 20 

E-Mail: datashop.eurostat@ine.es 

INSEE Info Service 

Eurostat Data Shop 

195, rue de Bercy 

Tour Gamma A 

F-75582 PARIS CEDEX 12 

Tel. (33-1) 53 17 8844 

Fax (33-1) 53 17 88 22 

E-Mail: datashop@insee.fr 

ISTAT 

Centro di Informazione Statistica 

Sede di Roma, Eurostat Data Shop 

Via Cesare Balbo, 11 a 

1-00184 ROMA 

Tel. (39-06) 46 73 31 05/02 

Fax (39-06) 46 73 31 07/01 

E-Mail: dipdiff@istat.it 

I T A L I A - M i l a n o LUXEMBOURG NEDERLAND NORGE PORTUGAL S C H W E I Z / S U I S S E / S V I Z Z E R A 

ISTAT 

Centro di Informazione Statistica -

Sede di Milano, Eurostat Data Shop 

Piazza della Repubblica, 22 

1-20124 MILANO 

Tel. (39-02)65 95133/134 

Fax (39-02) 65 30 75 

Eurostat Data Shop Luxembourg 

BP 453 

L-2014 LUXEMBOURG 

4, rue A. Weicker 

L-2721 LUXEMBOURG 

Tel.(352)43 35 22 51 

Fax (352) 43 35 22 221 

E-Mail: dslux@eurostat.datashop.lu 

STATISTICS NETHERLANDS 

Eurostat Data Shop-Voorburg 

pò box 4000 

2270 JM VOORBURG 

Nederland 

Tel. (31-70) 337 49 00 

Fax (31-70) 337 59 84 

E-Mail: datashop@cbs.nl 

Statistics Norway 

Library and Information Centre 

Eurostat Data Shop 

Kongens gate 6 

P. b. 8131, dep. 

N-0033OSLO 

Tel. (47-22) 86 46 43 

Fax (47-22) 86 45 04 

E-Mail: biblioteket@ssb.no 

Eurostat Data Shop Usboa 

INE/Serviço de Difusão 

Av. António José de Almeida, 2 

P-1000-043 LISBOA 

Tel. (351-1)842 6100 

Fax (351-1) 842 63 64 

E-Mail: data.shop@ine.pt 

Statistisches Amt des Kantons 

Zürich, Eurostat Data Shop 

Bleicherweg 5 

CH-8090 Zürich 

Tel. (41-1) 22512 12 

Fax (41-1) 22512 99 

E-Mail: datashop@zh.ch 

Internetadresse: 

http://www.zh.ch/statisSk 

S U O M I / F I N L A N D SVERIGE UNITED K INGDOM UNITED K I N G D O M UNITED S T A T E S OF A M E R I C A 

Eurostat Data Shop, Tilastokirjasto 

Postiosoite: PL 2B 

FIN-00022 Tilastokeskus 

Käyntiosoite: Työpajakatu 13 B, 2 krs 

Helsinki 

Tel. (358-9)17 34 22 21 

Fax (358-9) 17 34 22 79 

S-posti datashop.tilastokeskus@t)lastokeskus lì 

Internetadresse: 

h!lp//www.tilastokeskus.ti/tk/kk/datashop,html 

STATISTICS SWEDEN 

Information service 

Eurostat Data Shop 

Karlavägen 100 

Box 24 300 

S-104 51 STOCKHOLM 

Tel. (46-8) 783 48 01 

Fax (46-8) 783 48 99 

E-Mail: infoservice@scb.se 

Eurostat Data Shop 

Enquiries & advice and 

publications 

Office for National Statistics 

Customers & Electronic Services Unit 

1 Drummond Gate-B1/05 

UK-LONDON SW1V2QQ 

Tel. (44-171)533 56 76 

Fax (44-171) 533 56 88 

E-Mail: gloria.ryan@ons.gov.uk 

Eurostat Data Shop 

Electronic Data Extractions, 

Enquiries & advice - R.CADE 

Unit 1L Mountjoy Research Centre 

University of Durham 

UK-DURHAM DH13SW 

Tel: (44-191) 374 7350 

Fax: (44-191) 384 4971 

E-Mail: r-cade(5)dur.ac.uk 

URL: http://www-rcade.dur ac.i'k 

HAVER ANALYTICS 

Eurostat Data Shop 

60 East 42nd Street 

Suite 3310 

USA-NEW YORK, NY 10165 

Tel. (1-212) 986 93 00 

Fax (1-212) 986 58 57 

E-Mail: eurodata@haver.com 

Media Support Eurostat (for professional journalists only). 

Bech Building Office A3/48 · L-2920 Luxembourg · Tel. (352) 4301 33408 ■ Fax (352) 4301 32649 ■ e-mail: media support@eurostatcec.be 

For information on methodology 

Ian Dennis, Eurostat B3, L2920 Luxembourg, Tel.: (352) 4301 35129, Fax: (352) 4301 33989 

Matti Sikström, Eurostat B3, L-2920 Luxembourg, Tel.: (352) 4301 35036, Fax: (352) 4301 33989 

ORIGINAL: English 

Please visit our web site at http://europa.eu.int/eurostat.html for further information! 

A list of worldwide sales outlets is available at the Office for Official Publications of the European Communities. 

2 rue Mercier - L-2985 Luxembourg 

Tel. +352-2929 42118 Fax +352-2929 42709 

Internet Address http://eur-op.eu.int/fr/qeneral/s-ad.htm 

e-mail: info.inlo(S)opoce.cec.be 

BELGIQUE/BELGIE - DANMARK - DEUTSCHLAND - GREECE/ELLADA - ESPANA - FRANCE - IRELAND - ITALIA - LUXEMBOURG - NEDERLAND - ÖSTERREICH 

PORTUGAL - SUOMI/FINLAND - SVERIGE - UNITED KINGDOM - ISLAND - NORGE - SCHWEIZ/SUISSE/SVIZZERA - BALGARIJA - CESKÄ REPUBLIKA - CYPRUS 

EESTI - HRVATSKA - MAGYARORSZAG - MALTA - POLSKA - ROMANIA - RUSSIA - SLOVAKIA - SLOVENIA - TÜRKIYE - AUSTRALIA - CANADA - EGYPT - INDIA 

ISRAËL - JAPAN - MALAYSIA - PHILIPPINES - SOUTH KOREA - THAILAND - UNITED STATES OF AMERICA 

Order form 

I would like to subscribe to Statistics in focus (from 1.1.1999 to 31.12.1999): 

(for the Data Shop and sales office addresses see above) 

□ Formula 1 : All 9 themes (approximately 90 issues) 

□ Paper: 360 EUR 

□ PDF: 264 EUR 

□ Paper + PDF: 432 EUR 

Language required: □ DE □ EN □ FR 

□ Formula 2: One or more of the following seven themes: 

□ Theme 1 'General statistics' 
□ Paper: 42 EUR Π PDF: 30 EUR Π Combined: 54 EUR 

CÜJ Theme 2 'Economy and finance' 

□ Theme 3 'Population and social conditions' 

Π Theme 4'Industry, trade and services 

□ Theme 5 'Agriculture and fisheries' 

□ Theme 6 'External trade' 

□ Theme 8 'Environment and energy 

Π Paper: 84 EUR □ PDF: 60 EUR 

Language required: Π DE Π EN 

Π Combined: 114 EUR 

□ FR 

χ 

α 

Please send me a free copy of 'Eurostat Mini-Guide' (catalogue 
containing a selection of Eurostat products and services) 
Language required: □ DE □ EN □ FR 

I would like a free subscription to 'Statistical References', the information 
letteron Eurostat products and services 
Language required: D D E □ EN □ FR 

Π Mr Π Mrs Π Ms 

(Please use block capitals) 

Name: First name: 

Company: Department: 

Function: 

Address: 

Post code: 

Country: 

Tel.: 

E-mail: 

Town: 

Fax: 

Payment on receipt of invoice, preferably by: 
□ Bank transfer 
□ Visa Π Eurocard 

Card No: Expires on: 

Please confirm your intraCommunity VAT number: 
If no number in entered, VAT will be automatically applied. Subsequent 
reimbursement will not be possible. 
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