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The International Comparison Prolect
 

Report for period July 1, 1969 through Juae 30, 1970
 

Methodological work
 

A main focus of effort during the year was to develop a set of manuals so as
 

to guide, standardize and even routinize the work of making international compari

sons of GNP's and of currency purchasing power parities.
 

This work took the form of three types of materials:
 

1. A statement of methods setting out the underlying approach, weighing al

ternatives and selecting the most promisIng techniques. (See Attachment #1,
 

"Methods for International Product and Purchasing Power Comparisons", September 1969.)
 

2. 	Detailed specifications for price couparisons of consumers goods, producers
 

consumers goods, BLS specificagoods, construction, and government. In the case of 


tions provided the starting point but these have been modified and supplemented as
 

a result of consultations involving BLS experts, experts from Japan, U.K., the EEC,
 

For the coun-
Hungary, Kenya, India, and Colombia, and members 	of our own staff. 


tries involved, this work is nearly complete.
 

BLS specs proved less helpful in the case of producers durables and our 
staff
 

faced the extremely difficult task of developing specifications almost 
de nouveau for
 

the whole range of equipment and machinery. Consultations with Hungary and Japan
 

and to a lesser degree with India, Kenya, the EEC, and the U.K. have 
helped. Work
 

remains to be done in refining and filling out the list of specifications.
 

A start was made in developing construction specifications, with 
the aid of an
 

(At
architectural consultant, by drawing upon published building cost 

manuals. 


number of specifications were
 tachment #2) For construction other than buildings, a 


difficult translation
provided by the Hungarian Statistical Office. This posed a 


problem which has now been overcome. (Attachment #3) However, neither the civil
 

engineering nor the building specifications have 	been exposed 
to the review of
 

experts from countries other than the U. S. and 	Hungary, and 
it remains to be seen
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whether they will be widely useful or not.
 

3. Worksheets to be filled out by the statistical offices of the participating
 

A full set of worksheets for GNP expenditures (Attachment #4, "Expendicountries. 


I through IV) have been circulated together with the classification
ture Worksheets" 


final expenditures we are using (Attachment #5, "Classification System", Februaryof 

1970). A worksheet covering the government sector has also been sent out (Attachment 

Other worksheets are in prepara#6, "Public Employment and Compensation Worksheet"). 

tion.
 

In addition, a fairly extensive effort was expended on the application of re-


Computer facilities of the UN
 gression methods to international price comparisons. 


were used for studies of producers durablps and of Pennsylvania for rents. 
A brief
 

-note was prepared (at.the request of the EEC Statistical Office) 
on the data problems
 

involved in such work. (Attachment #7) Work still needs to be done to decide pre

cisely how these methods will be applied in the present project.
 

Some preliminary work was also done on short cut methods. 

Statistical work 

Although the emphasis has been on laying down the methodological and 
operational 

was also undertaken. The resources
framework, a substantial data collection effort 


Kenya, India

of our own staff were concerned mainly with data from the U. S., and 

although we were involved to some extent in data gathering or arranging 
for data
 

We have been organizing the U. S. data
 gathering in all the participating countries. 


ourselves rather than attempting to have U. S. statistical agencies 
do this because
 

useful means of testing the feasibility
a
the assembly of data for one country is 


of our methodological proposals and the practicality of the worksheets 
wed-are pre

paring and because U. S. data are the most readily available for this purpose. A 
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preliminary reclassification of U. S. data for 1967 was completed.
 

Kenya and India requested technical assistance for their participation, and
 

IBRD financing has supported this work for Kenya and AID financing for India. By
 

the end of the period most of the expenditure data for Kenya were estimated and plans
 

for the collection of the price data were developed. The direct estimates of house

hold expenditure, being made for the first time, completes the work necessary for a 

GDP e, mate from the expenditure side (expenditures by government and for capital 

formation have been previously available). It seems that the estimate of household 

expenditure will be withir.5 per cent of the regularly calculated residual estimate.
 

Ivdia, of course, presents a much greater problem because of its size and diver

sity and work had not proceeded very far beyond the planning stage. A separate 

repoiZ.t on that work is appended. 

A number of actual price comparisons were in hand by the end of the period, in

volving the U.K., U. S., Japan, India, Hungary and Colombia, particularly for foods 

and producers durables, but aside from a few experimental calculations, little analy

sis of the data has been attempted thus far.
 

Meetings and travel 

A meeting of the Advisory Board was. held at Bellagio October 1-2 with the facili

ties of the Villa Serbelloni kindly made available by the Rockefeller Foundation. 

An earlier draft of the attached methods paper was discussed; the attached version 

(September 1969) reflects this discussion. 

Visits to our staff and/or to the BLS in Washington, Philadelphia, and New York 

were made by experts from Japan (Nagayama), the EEC (Goybet), Hungary (Tar and Huszar), 

Kenya (P. Singh), and Colombia (Prieto and Pinilla). Two members uf our staff were 

in residence in participating countries from early January through June: Dr. Heston 

in India and Dr. Wood in Kenya. Mrs. Heston and Mrs. Wood worked part time on con
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sumer goods prices while abroad; each obtained some training with BLS field staff 

before leaving the U. 	 S. SSRC funds financed visits to Japan by Dr. Kravis and 

and Mrs. from India; Dr. Kravis visited Kenya on the
Mr. McPeak;and by Dr. Heston 

way back from Japan and Mr. 4cPeak visited India, Kenya, and the U.K. Drs. Kenessey 

and Kravis attended a 	meeting of EEC experts in Luxembourg and Dr. Kenessey 
also
 

visited Colonfbia. BLS consumer price experts went to Japan and the EEC and Mrs. 

Hoover, whom we employed as a consumers goods consultant, worked in the U.K. and Kenya. 

Staff
 

The staff of the project during the year was made up as follows:
 

Director: Irving B. Kravis (U.of P.)
 

Associate Director: Zoltan Kenessey (UN)
 

UN
U. of P. 


M. McPeak
Alan Heston 

A. Pardo
S. Dhar 

J. Scanlon
S. Ahmad 

A. Yu
L. Perez 


Dr. D. Wood of Georgetown University worked part time in the first half of
 

the fiscal year before leaving for Kenya in January. In addition, Mrs. Heston,
 

Mrs. Wood and Mrs. Hoover, as already noted, assisted in the work on a part-time
 

basis. Dr. Robert Summers (U.of P.) began work on a paper on index number problems
 

in June 1970. Dr. J. Salazar of the Brookings Institution began work on the trans-


Other consultants
port and communications sectors in June 1970 on a part-time basis. 


were drawn upon for aid in connection with construction specifications.
 

Cooperation with other groups
 

Close contact has been maintained with the Economic Commission for Europe and
 

the Economic Commission for Latin America and technical advice has been received
 

from both organizations.
 

The Brookings Institution has aided in connection with arrangements for work in
 

Colombia and has kindly made available data gathered in that country on a related 
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project.
 

The Economic Commission for Africa has given its. cooperation for a comparison 

involving Kenya and the Ivory Coast which was just being organized at the end of 

the year under review.
 

The first steps were taken also towards a Japan-India comparison which will be
 

sponsored from the Japanese side by the Institute of Developing Economies in Tokyo.
 

Funding
 

The main resources for the work have been provided by a Ford Foundation grant
 

to the University of Pennsylvania and by the Statistical Office of the UN under 

whose aegis the project is proceeding. Important additional support has been sup

plied by the U. S. Agency for International Development and by the International 

Bank for Reconstruction and Development. The Social Science Research Council has 

provided travel funds for the U. S.-Japanese work, and the Rockefeller Foundation 

hosted the meeting of the Advisory Board. 



The International Compartson Project 

Report on Work on India through July 31, 1970 

In India, the National Income Division of the CSO has established a unit
 

of about 12 persons for the work of the ICP headed by B.W.Chavan, Officer on Special
 

Duty and under the supervision of the Joint Director of CSO National Income Mr. K.L.
 

Saxena and Director CSO, Dr. Uttam Chand. The project has had a distinguished
 

Indian Advisory Group including Mr. Moni Mukerjee, Indian Statistical Institute,
 

Mr. V.N.Ramaswapy (deceased, October 18, 1969), Mr. Asok Mitra, Economic Advisor
 

of Finance Ministry, Dr. K. N. Raj (member until his appointment as Vice Chancellor,
 

University of Delhi), Mr. Vaidyanathan, PPD., Mr. S.G.Tiwari (now head of National
 

Income Division, ECAFE), and Dr. Arun K. Ghosh, Economic Advisor, Ministry of In

dustry and Commerce. On July 25th, the Advisory Group in India met for the third
 

time with Alan Heston of the Project attending and a copy of the document submitted
 

at that time is attached (Attachment #8). Harold Lubell of AID/Delhi had attended
 

the first meeting of this group but he was unable to make the later meetings, the
 

last because he was in Washington.
 

The report of the July 1970 meeting gives a fairly detailed discussion of
 

the state of the Project in India at that date. One major part of the work, a
 

special price collection, will commence in August or September of this year. This
 

should complete collection of prices for all consumer goods. For investment goods,
 

the work of price comparison along traditional lines has almost been completed.
 

With respect to items for regression analysis, like vehicles, pumps, motors, etc.,
 

the work of data collection and analysis is begun, but will not be completed for
 

at least six months. 

In addition to the price collection, it is necessary to put expenditure
 

data into the categories of the SNA which is the basic framework of the ICP. This
 

work in India must begin from modest foundations, because National Income has
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always been calculated from the product, and not the expenditure side. It is expected
 

that by early 1971 the expenditure distribution for India will be available,
 

An India-Japan comparison is of great interest because it completes the
 

Japan-U. S.. India-U. S. triangle. This allows analysis of the consistency of binary
 

estimates when theyare exteuded to third countries (E.g., will the India-Japan
 

comparison as derived from the India-U.. S. and Japan-U. S. comparison yield similar
 

results to a direct India-Japan comparison?). The additional work for an India-


Japan comparison is only in the price area, since putting the expenditures on GDP into
 

a standard form has to be done for the India-U.S. and Japan-U. S. comparisons. With 

respect to prices of consumption goods much progress has been made. A preliminary
 

list of goods for an India-Japan comparison for consumption has been drawn up. (At

tachment #9) For Investment goods, most of the prices have been collected as part of
 

the India-U. S. and Japan-U. S. comparisons, except for agricultural machinery, cer

tain vehicles, and certain construction categories.
 

While of use to this study, it also may be of wider interest to report
 

that certain special materials will be drawn up for the first time in India as a
 

by-product of the comparison. These include:
 

(1) a set of national average prices and/or costs for
 

(a) about 300 consumption goods; and
 

(b) about 60 investment goods
 

(2) a set of house rent data by characteristic of dwelling
 

(3) sets of expenditure weights for GDP for India
 

(4) a special collection of data on
 

(a) construction costs
 

(b) a survey of medical and dental fees
 

(c) a survey of hospital charges
 

(d) an estimate of education costs
 

Another aspect of the India-U. S. comparison is that it is done by stages.
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There will be a direct comparison of the U. S. with urban India (either 
the four 

metropolitan cities or all of urban India), and then a comparison of urban India 

the prices and expenditures weights
For this latter comparison,to rural India. 

and the work should be completed in Fall, 1970.
have been collected, 

As mentioned, the target date for comletion of the 
India data gathering
 

is Spring, 1971. The reference year for the Gross Domestic Product totals 
is 1969.
 

from which calendar 1969 GDP 
For India the preliminary estimates for 1969-70, 

derived, will only become available in the Spring of 1971. This 
estimates will be 

for 
has led us to adopt that as the target date for completion of the data collection 

I,; is expected that a Japanese group in consultation
 the India-U. S. comparison. 


CSO will make final decisions on a Japan-India com
with their counterparts in the 

that data collection 
parison in Delhi in January or February 1971. It is also probable 

for the India-Japan comparison can also be completed by June, 
1971.
 


