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Measuring China’ s Economy: The Proper Use o PPP Methods

Goorge J. Glboy and Zhong Ninghua
(Center for Internationd Qudes, Massschusatts Inditute of Techrology ;
Department of Finance, Hong Kong University of Stience and Techrology)

Abdract: This artide uses Purchasng Power Parities (PPP) price data from the World Bank 2005 Internationa Gompari son
Program to conpare China with other mgor countries in terms of real ecoromic sze, ecoromic gructure, aswell as development
level. The article presents the proper usage of PPP prices and Market Exchange Rates, and pointsout several comnon misuses of
PPPsin measuring and conparing China’ s relative internationa wedth and power. Udng the PPP data, the article examines
dfferencesin red aggregate productivity , living gandards, invesment exenditures, and price levd o mgor countries in the
world. Furthermore , we have condructed a variable, the Relative Manufactured Goods Pice, to characterize the indugridization
level of one country. BEnploying sector-level PPP deta, the article cormpares the totd expenditure within various sectors by China
and India in 2005, dfering indghts on hoth the utility and the limits of PPP anadlyds in comparing relative development level and
conmparative advantage in the two ecoromies.

Key Words:Purchasng Power Parities (PPP) ; Internationd Gomparion Program; China’ s Ecoromy

JH. Classfication : E100 ,0500

38



