INTERNATIONAL LABOR COMPARISONS

International Comparisons of GDP
per capita & per hour worked
Technical Notes

Last Updated: December 2013

This report updates the international comparisons report on GDP per capita and related measures produced by The
Conference Board International Labor Comparisons (ILC) program. The estimates shown in this report are based on
data available as of November 2013. Data are available for all countries through 2012.
These technical notes provide definitions, sources, and methods for the basic time series and indicators included in
this report.

Gross domestic product
Gross domestic product (GDP) is the market value of goods and services produced by labor and capital in a country,
regardless of nationality (see table 4). As such, it is the most comprehensive measure of a country's economic output
that is generally estimated by statistical agencies.
The GDP measures in this report were obtained from the national accounts programs of their respective national
statistical agencies. For all countries in this comparison, data for more recent years have been produced using chain
linked real output measures as recommended in the 1993 United Nations System of National Accounts (SNA93). For
several countries, however, older data were produced on the 1968 United Nations System of National Accounts
(SNA68). Data produced on an SNA68 basis used fixed base-year deflators that were typically updated only every 5
years. In order to construct one continuous GDP series, The Conference Board links several time series, each of which
has its own set of base-year price weights.
The U.S. GDP series are produced by the Bureau of Economic Analysis (BEA) and are based on the system of
national income and product accounts (NIPAs), which are also prepared in accordance with SNA93.

GDP per capita
GDP per capita is calculated as GDP divided by population and is a rough measure of a population's economic well
being. However, this measure may have the following limitations: The total production of a country consists of many
things that are not included in its GDP, and some items included may not contribute to a country's well-being. In
addition, some countries experience significant in- and out-flows of income because of foreign investment, which
may affect a country's prosperity.
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GDP per hour worked and GDP per employed person
GDP per hour worked is one measure of labor productivity. Although it relates output to labor hours involved in its
production by all persons in a country, it does not measure the specific contribution of labor or any other factor of
production. Rather, it reflects the joint effects of many influences, including changes in technology; capital
investment; utilization of capacity, energy, and materials; the use of purchased services inputs, including contract
employment services; the organization of production; and managerial skill; in addition to the characteristics and effort
of the workforce.
In addition to GDP per hour worked, this report also provides GDP per employed person. GDP per employed person
is a less precise measure of labor productivity in that it does not take into account the often substantial differences in
working hours among countries; however, data on GDP per employed person are available for longer time periods and
are thus useful as a rough indicator of labor productivity for years in which GDP per hour data are not available.

Comparative levels of time series with real output using purchasing power parities (PPPs)
In order to make international comparisons of levels of GDP, GDP per capita, GDP per hour worked, and GDP per
employed person, it is necessary to express output in a common currency unit. In this report, The Conference Board
converted the output measures from national currency units to U.S. dollars through the use of purchasing power
parities (PPPs). PPPs are currency conversion rates that allow output in different currency units to be expressed in a
common unit of value - in this case, U.S. dollars.
There are two primary reasons for using PPPs rather than market exchange rates to convert GDP into a common
currency. First, PPPs reflect the relative purchasing powers of different currencies. By contrast, market exchange rates
represent at best relative prices of goods and services that are traded internationally, not the relative value of total
domestic output, which also consists of goods, and particularly services, that are not traded internationally. Second,
PPPs are more stable than market exchange rates, which can vary frequently and abruptly. Often these changes in
market exchange rates are due to currency speculation or interest rate changes. Thus, if GDP is converted into a
common currency using exchange rates, the output of a country's economy could appear to vary for reasons that are
unrelated to the country's economic activity.
The levels of GDP in this report were derived as follows. First, the real GDP series from each country was expressed
in constant prices of the national currency in 2012. Next, each country's constant GDP series was divided by the
country's PPP for 2012 as calculated by the OECD-Eurostat PPP Program1 or the International Monetary Fund2
(IMF), thereby converting the series into constant 2012 U.S. dollars. Finally, the time series of GDP per capita, per
employed person, and per hour were estimated by dividing each country's GDP in 2012 dollars by its population,
employment, and hours, respectively.
PPPs are an effective tool for international comparisons of output levels, but they should be used and interpreted with
caution, as the accuracy of PPPs may be limited by several factors; for example, goods and services included in the
calculation of PPPs may not be representative of the entire economy or comparable across countries, countries may
use different price aggregation methods, and the statistical capabilities among countries may differ. Although
comparative estimates like GDP per capita are useful for grouping countries, changes in country rankings can occur as

1

OECD and Eurostat, Purchasing Power Parities and Real Expenditures. 2008 Benchmark Year.

2

International Monetary Fund, World Economic Outlook Database, April 2013
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a result of relatively minor adjustments to PPP estimates. Thus, small differences between countries are not, in
general, economically significant, and a strict ranking order interpretation should be avoided.

Currency exchange rates and relative prices
The currency exchange rate is the rate at which one currency may be converted into the currency of another country
for commercial purposes, such as international trade. Except for Taiwan, the exchange rates in this report are from the
International Monetary Fund. Exchange rates for Taiwan are from the Central Bank of the Republic of China.
The relationship between PPPs and market exchange rates can be used to estimate comparative prices in different
countries. This report calculates relative prices in 2012 by dividing a country's PPP by its market exchange rate. The
resulting values indicate the domestic price, expressed in U.S. dollars, of a basket of goods that would cost exactly
one dollar in the United States. Consequently, values less than 1.00 indicate that prices in that country are relatively
low compared with the United States. Values greater than 1.00 indicate that prices in a particular country are
relatively high compared with the United States.

Population and employment
The population data in this report represent the total average resident population, which refers to the civilian
population and the armed forces residing within a country. The data are derived from national statistical agencies and
international organizations.
The employment data in this report represent the number of persons employed, which consists of the sum of civilian
employment and armed forces. Most of the data are obtained from the countries' national accounts, where the data
series have been developed from various surveys, including labor force (household) and establishment surveys, and
other sources. In some cases, national accounts data have been supplemented with data obtained from other series
published by national statistical or international organizations.
The employment-population ratio measures the participation of the population in the production process. In this
report, the population and employment figures include the Armed Forces. This inclusion is a conceptual difference to
the population and employment figures published in the ILC report “International Comparisons of Annual Labor
Force Statistics,” which exclude the Armed Forces.

Hours worked
The hours worked data in this report represent hours actually worked, including regular work time, overtime,
preparing the work place, waiting for supplies, and short rests. Hours worked exclude vacation, sick leave, lunch
breaks, and commuting to and from work.
Hours worked may not be fully comparable across countries because national statistical offices may use different
concepts, data sources, and estimation techniques to calculate total hours worked; for example, the employment series
may refer to the number of persons or the number of jobs, hours worked may be estimated from hours paid, and
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different establishment and household surveys may be used to cover all employees, self-employed, and Armed Forces.
These differences may affect the comparability of hours worked data among different countries.3
For most countries, the hours data used in this report are obtained from the countries' national accounts, in which the
data series have been developed from various surveys and other sources. For some countries, the data are based on
other series published by national statistical or international organizations.

Data limitations
The Conference Board prepares the data in this report with the utmost attention to comparability across countries.
However, there are several issues that limit comparability, including the following:
•Different national methodologies: The measures in this report were calculated from data that were obtained from
national statistical agencies and international organizations. While these data are generally comparable, some
differences remain in the statistical methodologies used by these organizations.
•Different historical methodologies: National statistical agencies change their methodology periodically. As a result,
continuous time series from 1960 forward are generally not available. In order to construct longer time series, The
Conference Board often links several shorter series that may have used different methodologies.
•PPP choice: To provide the most accurate level comparisons for the latest year, The Conference Board converts
output from foreign currency units to U.S. dollars with PPPs for the latest year. However, PPPs for the latest year may
not be representative of purchasing powers of earlier years and may misrepresent earlier levels.
•Missing data for recent years: In some cases, when data for the most recent year(s) are not available, The Conference
Board may estimate the missing data using alternative data series.

3

Some of these differences are addressed by Susan Fleck in "International comparisons of hours worked: an assessment of the statistics," Monthly Labor
Review, May 2009, pp. 3-31.
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