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(Cassel ,1918; Rogoff 1996)
4 “PPP is the disarmingly simple empirical proposition that, once converted to a common, national price levels
should be equal” (Rogoff, 1996, p. 647).
® Manzur (2002) succinctly summarizes the essence of purchasing power parity: “Purchasing power parity (PPP)
gives the relationship between exchange rates and nationsl price levels. The absolute PPP states that the exchange
rate is equal to the ratio of domestic to foreign pricese. According to the relative PPP, the change in the exchange
rate is equal to the inflation differential. As a central concept in international finance, PPP has useful wide-ranging
applications” (p. 79).
® “Under the skin of any international economist lies a deep-seated belief in some variant of the PPP theory of
exchange rate” (Dornbusch, R. and Krugmank. P, p. 540)
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“ traded goods 77 “* non-traded goods ~>°

10

8 As commented in Kravis and Lipsey (1988) “The concept of purchasing power parity and the ‘law of one price’
are so convenient and so firmly embedded in trade theory and exchange-rate theory that is requires some effort to
put them aside to discuss national price levels, but the widely fluctuating exchange rates of the 1970s and the
1980s have compelled attention to these issues” (p. 474).

°Samuelson 1964 mobile and domestic
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593 .

Balassa 1964

11 As commented in Balassa (1964), “In the present instance, | have shown that, by incorporating non-traded
goods in the model, the existence of a systematic relationship between purchasing power parities and exchange
rates is indicated in inter-country as well as inter-temporal comparison”(pp. 595-96).
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IMF(International Monetary Fund) http://www.imf.org/ World Bank
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http://www.worldbank.org/ BLS(Bureau of Labor Statistics) http://www.bls.gov/ OECD ( Organizsation for
Economic Co-operation and Development) http://www.oecd.org/ ILO(International Labour Organization)
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2 3 15%
4 GDP 3% 5 GDP  60%
Wincenciak 2005 3 )
2 2006
2 << i ““Ricardo-Balassa”
47 136 141 ”David Ricardo (1821/1971) is considered to

have been the first to postulate explicitly the existence of a negative relation between economic growth and the
equilibrium relative price of tradables to nontradables. Later a number of authors, including Pigou (1922), pointed
out within the context of the PPP debate that there is a tendency for the relative prices of tradables to
nontradables to differ across countries; higher-income countries would tend to have a lower relative price between
these two groups of goods. However, it was only in Balassa’s (1964) reinterpretation of the PPP theory that the
theoretical foundations of the proposition were clearly set forward p. 47 ”
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