Measuring China’s
Economic Performance
Angus Maddison & Harry X. Wu

Prelude
Macroeconomic measurement is not new. It started in the seventeenth
century in England. The pioneers were William Petty and Gregory King
who produced integrated accounts of aggregate income, expenditure,
labour and capital inputs to provide a quantitative framework for fiscal
policy and mobilisation of resources in time of war. In the eighteenth and
nineteenth centuries there was a proliferation of national income estimates for England and France but little improvement in their quality and
comparability and virtually no interest by governments.
Official government estimates were made for nine countries between
1925 and 1939, but there was no attempt to standardise methodology. In
1948, the Organisation for European Economic Cooperation was created
to implement the Marshall Plan. It produced standardised national
accounts for countries in Western Europe and North America. Richard
Stone was responsible for developing the OEEC system, and in 1953 was
asked by the United Nations to establish its standardised system of
national accounts (SNA) for worldwide application. Later he got the
Nobel Prize for his effort.
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SNA (EU et al., 1993) provided a coherent framework covering the
whole economy, which can be crosschecked in three ways. National
income is by definition equal in each of the three approaches. On the
demand side, it is the sum of final expenditures by consumers, investors
and government. From the income side, it is the total of wages, rents and
profits. From the production side, it is the sum of value added in different
sectors (agriculture, industry and services) net of duplication. In all three
dimensions these measures need to be adjusted to eliminate changes in
the price level in the period they cover, in order to show changes in volume. This is the system but not all countries manage to produce a full set
of accounts.
Once standardised accounts of real output growth were available, the
next step in inter-country comparisons of performance was the development of purchasing power parity converters (PPPs) to measure levels of
real GDP (gross domestic product), rather than relying on exchange rate
comparison. Measures of economic growth over time must be corrected to
exclude the impact of inter-temporal price change. The purpose of PPP
conversion is precisely analogous: the elimination of inter-country differences in price level, so that differences in the volume of economic activity
can be compared across countries. By merging time series for economic
growth with the cross-country estimates of GDP levels now available we
can now make a coherent set of space–time comparisons for most of the
world economy.
OEEC initiated official estimates of purchasing parity and inter-country
differences in the level of GDP in 1954. Irving Kravis, Alan Heston and
Robert Summers followed this up with more ambitious studies in their
International Comparison Project (ICP) at the University of Pennsylvania
from 1968 onwards. It involved collection of carefully specified price information by statistical offices for more than two thousand representative
items of consumption, investment and government services. Since then a
good deal more work has been done on PPPs by OECD, Eurostat, the UN
and the World Bank. Thus coverage of the world economy has been
greatly enlarged.
The main purpose of modern accounts is to improve economic policy,
to analyse the reasons for divergence in growth and income levels between
countries and to devise policies for catch-up in the laggard countries. We
now have official estimates of growth and levels for the vast bulk of the
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