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Introduction

During the last several months, world economic growth has emerged as an issue. To provide context, this
article identifies the 10 countries with the largest economy as measured by gross domestic product
(GDP) as well as the 10 countries that have contributed the most to world economic growth since the
onset of the 2007 financial crisis. In addition, information is provided on the Euro area because of the
attention currently being focused on it. The Euro area is composed of 17 countries that use the Euro as
their currency. These 17 countries are Austria, Belgium, Cyprus, Estonia, Finland, France, Germany,
Greece, Ireland, Italy, Luxembourg, Malta, Netherlands, Portugal, Slovak Republic, Slovenia, and Spain.

Data used in this paper are from the International Monetary Fund accessed during January 2012 at
http://www.imf.org/external/data.htm#data. Because of the economic turmoil during the last part of 2011
and the resulting potential for estimates of 2011 GDP to change notably, 2010 was used as the latest
year Each country’s GDP is measured in current (non-deflated) U.S. dollars. Despite being a commonly-
used measured, using current U.S. dollars introduces potential measurement problems. In particular, a
country’s GDP measured in current dollars means that growth could be the result of inflation and/or
changes in the value of a nation’s currency relative to the U.S. dollar. Therefore, economists often use
GDP valued at purchasing power parity (PPP). PPP is a condition between countries where an amount of
money has the same purchasing power in the different countries. The PPP adjustment to GDP is subject
to debate but does provide a second perspective on economic activity that is often considered to be a
more accurate, though not perfect, perspective.

Findings

The U.S., the world’s largest economy, accounted for 23% of world economic output in 2010 measured in
current U.S. dollars (see Table 1). Its share is smaller when using the PPP adjustment of GDP, 19.5%
(see Table 2). China is the second largest country in both measures but is notably closer to the U.S.
when using the PPP adjustment. The Euro area is larger than China, but the difference is small for PPP
adjusted GDP. For both measures of GDP, the majority of countries ranked in the top 10 are usually
classified as developed countries.
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Table 1. Gross Domestic Product
(GDP), 10 Largest Countries, Current

U.S. §, 2010

Brillion Share

Country US §  World GDP
United States $14 527 23.1%
China $5.878 8_3%
Japan $5,459 8.7%
Germany $3,286 5.2%
France $2,563 4.1%
United Kingdom  $2 250 3.6%
Brazil $2.080 3.3%
Italy $2 055 3.3%
India $1,632 2 6%
Canada $1,6577 2 5%
Euro Area $12,168 19.3%

Table 2. Purchasing Power Parity
WValuation of GDP, 10 Largest Countries,
Current International $, 2007- 2010

Billion Share
Country International § World GDP

United States $14 527 19.5%
China $10,120 13.6%
Japan $4 324 5.8%
India $4.058 5.5%

Germany $2,944 4.0%
Russia $2,231 3.0%
United Kingdom $2 181 2.9%
Brazil $2.179 2.9%
France $2. 135 2.9%
italy $1.779 2 4%

Euro Area $10,827 14.6%

In terms of economic growth from 2007 through 2010, China is the world’s largest economy using both
measures (see Tables 3 and 4). China accounted for at least one-third of world growth. The U.S. ranks

2 farmdoc daily January 19, 2012



third or fourth. Thus, China, not the U.S., is the world’s largest economy in terms of contribution to world
economic growth. Additional observations on these two tables include:

1. A majority of the countries in Tables 3 and 4 are usually classified as developing economies.

2. When measured in current U.S. dollars, the Euro area’s contribution to world growth from 2007
through 2011 was negative but it ranks fifth when measured in PPP adjusted GDP. This difference
illustrates the importance of measurement.

3. Although India and China are often discussed together, a difference exists in their contribution to
economic growth. Since 2007, India’s contribution is only one-third of China’s contribution when
measured using PPP adjusted GDP.

4. Areason Japan is listed second In Table 3 but not listed in Table 4 is the yen's appreciation
relative to the U.S. dollar between 2007 and 2010. The PPP adjustment takes this change into
account.

Table 3. Economic Growth, Top 10
Countries, Current U.S. $, 2007-2010

Billion Share

Country Us. § World Growth
China $2. 384 33.0%
Japan $1,081 14.9%
Brazil §712 0 8%
United States 5498 6.9%
India 3479 5.6%
Australia $284 3.9%
Indonesia §275 3.8%
Russia $180 2 5%
Canada $153 2 1%
Argentina $108 1.5%
Euro Area -$201.1 -2 8%
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Tahle 4. Share of Weorld Growth based on
Purchasing Power Parity Valuation of GDP,
10 Largest Countries, 2007- 2010

Billion Current Share

Country International §  World Growth
China $2.786 36.2%
India 5946 12.3%
United States 5498 6.5%
Brazil §322 4.2%
Indonesia %193 2 5%
Korea %178 2.3%
Argentina $120 1.6%
Russia $115 1.5%
Taiwan 104 1.4%
Germany $101 1.3%
Euro Area $238 3.1%

Summary

Economic importance can be measured either in terms of the overall level of a variable or in terms of a
variable’s contribution to change. Both measures are relevant and appropriate depending on the
question. When the question is economic growth, China, not the U.S. or the Euro area, is the world’s
largest economy. This observation does not mean the U.S. and Euro area do not matter. They do for
many reasons, including international trade with China and other developing countries. But, the evidence
since 2007 suggests that world economic growth over the next few years likely will depend importantly on
China in particular and the developing world more generally.

This paper is also available at http://aede.osu.edu/publications
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