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DRAFT INTRODUCTION FOR SNA FUNCTIONAL CLASSIFICATIONS

I. OVERVIEW

1. Four functional classifications are included in the 1993 SNA1:

− Classification of the Functions of Government (COFOG)

− Classification of Individual Consumption by Purpose (COICOP)

− Classification of the Purposes of Non-Profit Institutions Serving Households:NPISHs 
(COPNI)

− Classification of the Outlays of Producers by Purpose (COPP)

The words “function” and “purpose” are here used interchangeably.  “Object” was used in the 1968 SNA
to convey the same meaning - namely the social or economic objectives that institutional units aim to
achieve through various kinds of outlays.

2. All four classifications have three levels which are referred to as follows:

− 01. Division

− 01.1 Group

− 01.1.1 Class.

3. Functional classifications are primarily designed to classify transactions which result in
“payables” - money paid or due for the acquisition of current and capital goods or of labour and other
services, for the acquisition of financial assets or for the extinction of financial liabilities.  COICOP is used
to classify only a single kind of outlay - namely final consumption expenditure; the sections below on
COFOG and COPNI identify the kinds of transactions to which they may be applied.  COPP is at an early
stage of development and there is not yet final agreement about the actual detail underlying the kinds of
outlays to be covered by this classification.

4. All four classifications identify a number of socio-economic functions which are common to one
or more of the institutional sectors identified in the 1993 SNA - non-financial and financial corporations,
general government, households and private non-profit institutions serving households.  “Health” and

                                                     
1 System of National Accounts 1993, Commission of the European Communities, International Monetary Fund,
Organisation for Economic Cooperation and Development, United Nations, World Bank (1993 SNA); see Chapter
XVIII, “Functional Classifications”.
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“education” are examples of functions that are common to one or more institutional sectors.  The four
functional classifications can be used to calculate a country’s “total effort”, including capital formation,
transfer payments, loans, etc., as well as consumption expenditure, to achieve objectives such as
maintaining the health of the population or providing education to its inhabitants.  Some parts of this “total
effort” are provided by households (e.g., expenditures on medicines and school books), some parts by
government (e.g., employing doctors and grants to students), some parts by NPISHs (e.g., medical research
and building schools) and some part by corporations (e.g., health checks on employees and staff training).
Table 1 below lists some of the socio-economic functions that are common to two or more of the four
functional classifications.  An “x” means that the function is considered relevant to a given institutional
sector and is, therefore, identified in the functional classification applying to that sector; a “-” means that it
is either irrelevant to the sector concerned or its value is believed to be quantitatively insignificant in most
countries.

Table 1. Examples of Functions common to more than one classification

Function

Corporations
(Non-financial
and financial)

COPP

General
Government

COFOG

Households

COICOP:1-12

Non-Profit
Institutions

Serving
Households

COPNI

Health x x x x
Education x x x x
Recreation x x x x
Culture x x x x
Social protection x x x x
Protection of the 

environment x x x x
Housing - x x x
Transport x x x -
Communications x x x -
Disaster relief - x - x
Economic/social 

development abroad - x - x
Religion - x - x

5. The functions - or socio-economic concerns - identified in these classifications are those which
are regarded as important in most countries in the closing years of the second millennium.  Particular
countries may put high priority on functions not listed in Table 1 and, as time passes, some functions
identified in Table 1 may be replaced by others that cannot now be foreseen.  The needs to adapt functional
classifications to national requirements and to revise them to meet changing circumstances are common to
all international classifications.

6. The full definitions of the institutional sectors for which these functional classifications are
designed, are given in Chapter IV of the 1993 SNA and are not repeated here.
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7. Finally, it should be noted that the Classification of the Outlays of Producers by Purpose (COPP)
is at an early stage of development.  The remainder of this text deals only with COICOP, COPNI and
COFOG.

II. COICOP

Uses of the classification

8. COICOP is an integral part of the 1993 SNA, but it is intended also for use in three other
statistical areas, namely:

− household budget surveys;

− consumer price indices;

− international comparison programmes (PPPs).

For all these uses the basic COICOP classification will need to be made more detailed by further
subdivision of the Classes but there are clear advantages, in terms of comparability between countries and
between statistics in these different areas, if the basic structure of COICOP is maintained.

9. The purposes defined in COICOP are based on the classifications of consumer expenditures
which national statistical offices have developed for their own use and which have been found to serve a
variety of analytic uses.  Although COICOP is not strictly linked to any particular model of consumer
behaviour, the purposes broadly reflect differences in income elasticities; for example, low-income
households spend relatively high proportions of their budgets on food, clothing and housing while richer
households spend more on transport, education, health and recreation.

10. The supplementary classification into “services” (S), “non-durables” (ND), “semi-durables” (SD)
and “durables” (D) provides for other analytical uses.  For example, it is sometimes useful to estimate the
stock of “capital goods” held by households; COICOP Classes identified as “durables” provide the basic
elements for such estimates.

Individual consumption

11. COICOP is used to classify “individual” consumption expenditures incurred by three institutional
sectors - households, private non-profit institutions serving households (NPISHs) and general government.
Individual consumption expenditures are those which are made for the benefit of individual persons or
households.

12. All consumption expenditures by households are defined as individual; COICOP Divisions 1
through 12 identify the purposes for which these expenditures are made.  All consumption expenditures of
NPISHs are also treated, by convention, as being for the benefit of individual households; COICOP
Division 13 identifies the purposes for which the expenditures of NPISHs are made.  By contrast with
households and NPISHs, only some of the consumption expenditures of general government are defined as
individual.  Expenditures on defence, public order, general administration and the like are considered to be
for the benefit of the community as a whole rather than for individual households and are termed
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“collective consumption” expenditures.  COICOP Division 14 identifies those government expenditures
which are regarded as “individual” and classifies them by purpose.

13. In the 1993 SNA, the individual consumption expenditures of NPISHs and of general
government are termed “social transfers in kind” and are added to the consumption expenditures of
households to obtain an aggregate called “actual final consumption” of households.  By bringing together
the relevant expenditures of households, NPISHs and general government, COICOP identifies the
expenditures that make up this aggregate and classifies them according to the purposes, or objectives, that
they are designed to achieve.

Links between COICOP, COPNI and COFOG

14. As noted above, COICOP is essentially divided into three parts:

Division 1 to 12 COICOP - Households
Division 13 COICOP - NPISHs
Division 14 COICOP - General government

The purpose breakdowns within Divisions 13 and 14 replicate the purposes in the functional classifications
for NPISHs and general government - i.e., in COPNI and COFOG respectively.  Thus, once the
consumption expenditures of NPISHs and general government have been classified according to COPNI
and COFOG, the individual consumption expenditures in these two classifications can be transferred
directly into Divisions 13 and 14 of COICOP.

Presentation of COICOP statistics

15. COICOP is arranged vertically - first the expenditures of households, next those of NPISHs and
finally expenditures by general government.  This is done for the convenience of those charged with
compiling the data.  In presenting statistics according to COICOP it will usually be more informative to
show them in a matrix form as indicated in Table 2 below.  The final column shows actual final
consumption by purpose and columns 2 through 4 show the contributions to this aggregate from
expenditures by the three institutional sectors involved - households, NPISHs and general government.

Units of classification

16. The units of classification for Divisions 13 and 14 are explained below in the discussion of
COPNI and COFOG.  For household consumption expenditures shown in Divisions 1 through 12, the units
of classifications are expenditures for the acquisition of consumption goods and services.  The basic data
will usually come from one or more of the following sources - household expenditure surveys, statistics on
retail sales, or “commodity flow” estimates which involve allocating the total supply of goods and services
to intermediate and final uses.  The important point to note is that the units of classification are
expenditures on specific goods and services; they are not expenditures on purposes as such.  Divisions 1 to
12 of COICOP convert these basic statistics into a purpose classification by grouping together the various
goods and services which are deemed to fulfil particular purposes - such as nourishing the body and
protecting it against inclement weather, preventing and curing illness, acquiring knowledge, travelling
from one place to another, etc.
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Table 2. Suggested Presentation of COICOP Statistics in Matrix Form

Purpose COICOP
Households

COICOP
NPISH

COICOP
Government

Total:
Actual Final
Consumptio

n of
Households

Food and Non -Alcoholic 
Beverages 01

Alcoholic Beverages, Tobacco, etc. 02
Clothing and Footwear 03
Housing and Water 04 (except

04.5)
13.7 14.5

Electricity, Gas and Other Fuels 04.5
Furnishings, Household Equipment
etc. 05
Health 06 13.1 14.1
Transport 07
Communications 08
Recreation and Culture 09 13.2 14.2
Religion 13.3
Education 10 13.4 14.3
Social Protection 12.3 13.5 14.4
Hotels and Restaurants 11
Political Parties, etc. 13.6
Environment Protection 13.8
Other Goods and Service 12 (except

12.3)
13.9

Total

Multipurpose goods and services

17. The majority of goods and services can be unambiguously assigned to a single purpose, but some
goods and services could plausibly be assigned to more than one Division.  Examples include motor fuel
which may be used to power road vehicles (07 Transport ) as well as micro-light aircraft (09 Recreation
and culture); snowmobiles and bicycles may be bought for transport (07 Transport) or for recreation (09
Recreation and culture).

18. The general rule followed has been to assign multipurpose goods and services to the Division that
represents the predominant purpose.  Where the predominant purpose varies between countries,
multipurpose items have been assigned to the Division that represents the main purpose in the countries
where the item concerned is particularly important.  As a result, snowmobiles and bicycles are both
considered to provide Transport  because this is their usual function in the regions where most of these
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devices are purchased - i.e., North America and the Nordic countries in the case of snowmobiles and
Africa, South East Asia, China and the low-countries of Europe in the case of bicycles.

19. Other multipurpose items are listed below and the purpose to which they have been assigned in
COICOP is shown in brackets:

− food eaten outside the home:  (Hotels, cafés and restaurants not Food and non- alcoholic
beverages);

− camper vans:  (Recreation and culture not Transport);

− basket-ball shoes:  (Clothing and footwear not Recreation and culture);

− accommodation services provided on trains or ferries:  (Transport not Hotels, cafés and
restaurants).

National statisticians are encouraged to reclassify multipurpose items if they consider that an alternative
purpose is more appropriate in their country.

Type of product

20. Most Classes comprise either goods or services.  Classes containing goods are denoted by either
(ND), (SD) or (D) indicating either “non-durable”, “semi-durable” or “durable” respectively.  (S) denotes
Classes consisting of “services”.  Some Classes contain both goods and services because it is difficult to
break them down into goods and services.  Such Classes are usually assigned an (S) as the service
component is considered to be predominant.

Links with Central Product Classification

21. The UN Central Product Classification (CPC) is closely linked with COICOP Divisions 1 to 12
since expenditures on commodities are the basic building blocks of this part of the classification.  Annex 1
[not yet available] shows the links between the CPC and Divisions 1-12 of COICOP.

III. COPNI

Units of classification

22. In principle, COPNI classifies individual outlays of private non-profit institutions serving
households according to the purpose they serve.  In most countries, however, there is little information
about the activities of NPISHs and so, for practical reasons, the NPISHs themselves will usually constitute
the units of classification.  Many, perhaps most, NPISHs have a single purpose and can be unambiguously
allocated to one of the purposes listed in the classification.  Even if a broadly defined NPISH - a religious
organisation, for example - performs two functions, such as running hospitals and organising religious
ceremonies, it will usually be possible to distinguish separate organisational units for each function.  If it is
not possible to identify a separate institutional unit for each function, then the NPISH as a whole will have
to be assigned to that purpose which predominates in terms of employment or total expenditures.
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Outlays covered in COPNI

23. Table 3 lists the outlays that can, in principle, be classified according to COPNI:

Table 3. Outlays to be classified according to COPNI

Outlay 1993 SNA transaction code

Final consumption expenditure: P3
Intermediate consumption P2
Compensation of employees D1
Consumption of fixed capital K1
less Market output P11

Gross capital formation P5
Property income D4
Other current transfers D7
Capital transfers D9
Securities other than shares F3
Loans F4
Shares other than equity F5

Because of the paucity of statistics on NPISHs in the majority of countries it is unlikely that all the outlays
listed above can be classified by COPNI.  The main emphasis should be on the classification of final
consumption expenditure (P3) since this is to be transferred to COICOP Division 13 in order to obtain
actual final consumption.

Related classifications

24. An International Classification of Non-Profit Organisations (ICNPO) has been developed at the
Institute for Policy Studies of the John Hopkins University.1  It consists of 12 major groups such as Culture
and Recreation, Health, Environment, Religion, etc. which are similar to the Divisions of COPNI.
However, the ICNPO is an activity classification rather than a classification by purpose.  Thus, for
example, in the ICNPO all research is allocated to a single sub-group rather than to the purposes it serves
as in COPNI.  Data classified according to the ICNPO would therefore need some - usually minor -
adjustments to convert them to COPNI.

                                                     
1 The International Classification of Non-Profit Organisations:  INCPO - Revision 1, 1996, by Lester M. Salamon and
Helmut K. Anheimer, Working Paper No. 19, The John Hopkins University Institute for Policy Studies, June 1996.
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IV. COFOG

Uses of the classification

25. COFOG permits trends in government outlays on particular functions to be examined over time.
It should be noted that conventional government accounts are not usually suitable for this purpose since
they reflect the organisational structure of government; time series may therefore be distorted by
organisational changes.  For example, a government may establish a new department that brings together
some of the activities previously administered by several departments or at several levels of government.

26. COFOG is also useful for making intercountry comparisons of the extent to which governments
are involved in economic and social functions.  Just as they help to neutralise organisational changes in
government within a country, so are they also indifferent to organisational differences between countries.
In one country, for example, all functions connected with water supply may be undertaken by a single
government agency, while elsewhere they may be distributed among departments dealing with
environment, housing and industrial development.  In a functional classification these various units can all
be brought together in a “water-supply” function.

27. Finally, COFOG is used to identify consumption expenditures which benefit individual
households and which are transferred to Division 14 of COICOP in order to derive actual final
consumption of households.

Units of classification

28. The units of classification are, in principle, individual transactions.  This means that each
purchase, wage payment, transfer, loan disbursement or other outlay should be assigned a COFOG code
according to the function that the transaction serves.  It is recommended that this principle should be
strictly followed with regard to capital and current transfers and the net acquisition of financial assets.  For
most other outlays, however, it will generally not be possible to use transactions as units of classification.
Instead, COFOG codes will have to be assigned to agencies, offices, programme units, bureaux and similar
units within government departments or ministries.  All outlays by a particular unit, (other than transfers
and acquisition of assets) will then be assigned that unit’s COFOG code.

29. When government bodies rather than transactions are used as classification units, it may happen
that the smallest bodies that can be identified in the government accounts may perform more than one
COFOG function.  It may sometimes be possible to apportion outlays of multifunction bodies among
COFOG functions by reference to the proportion of work-months devoted to the different functions but,
more commonly, the best that can be done is to assign all outlays by multifunction units to whichever
function appears to account for the largest part of total outlays.

Problems in identifying functions

30. Most government outlays can unambiguously be assigned to a single function in the classification
but occasionally some judgement is called for.  Difficulties sometimes arise with regard to subsidies and
loans of benefit to enterprises or establishments in agriculture or in manufacturing or in other functional
categories.  The purpose behind such government support may be, for example, to assure availability of
capacity to build naval vessels considered vital to national defence or to retain the political support of
important groups such as farmers or miners or to provide continuing employment for workers in under-
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utilised hospitals.  These purposes are not to be confused with functions as the term is used here.  A
government subsidy to shipyards is classified to function 11.3.2 “Manufacturing”; loans to farmers are
classified to function 11.2.3 “Farm prices and incomes”; subsidies to coal mines are classified to 11.1.1
“Coal and other solid mineral fuels”, and grants to hospitals are classified to the appropriate class of 05.1
“Hospital services”.  An exception to this rule applies to programmes, subsidies, loans or grants designed
chiefly to increase employment opportunities in general, by removing discrimination based on gender or
bias against disabled persons for example.  They include programmes to increase employment in depressed
or underdeveloped regions.  Such programmes do not focus on a single COFOG class.  These programmes
are classified to function 10.2 “General labour affairs”.  All have a substantial employment component.

31. For some kinds of analysis, it may be useful to classify government outlays according to certain
broad purposes such as “support for defence-related industries”, “reduction of unemployment in
manufacturing”, or even “maintenance of political support”.  Since COFOG is not designed for such
analyses, outlays on these broad purposes can only be identified by the use of memoranda items.  These
items would need to be tailored for individual countries and for particular kinds of analysis, and it is not,
therefore, appropriate to recommend a standard set of memoranda items for international reporting.

Treatment of administrative expenditures

32. Administrative expenditures should be included in the functional grouping (at the most detailed
level possible) of the activities administered.  Administrative expenditures which cannot be separated by
function are to be included in the “not elsewhere classified” (n.e.c.) categories at the division level as
appropriate.

33. If administrative expenditures overlap two or more classes, an attempt should be made in all
cases to allocate expenditures between the classes concerned.  If it is not feasible to do this, the total should
be allocated to that class which accounts for the largest part of them.

Outlays covered in COFOG

34. Table 4 lists the outlays that are to be classified according to COFOG.

35. COFOG could also be used to classify social contributions and taxes that serve a specific purpose
such as those aimed at raising revenues for particular types of government expenditure or to influence
behaviour in ways considered beneficial to the community - e.g., reducing consumption of tobacco or
alcohol or encouraging non-polluting methods of production.  The Divisions of COFOG may also be
useful for classifying government employment.  At this stage, however, these additional uses are suggested
for national experimentation and do not constitute recommendations for international reporting.

36. It is likely that many countries will have particular difficulties allocating consumption of fixed
capital (CFC) according to function.  CFC for national accounts purposes is almost invariably estimated by
the perpetual inventory method (PIM) and although, in principle, PIM estimates could be generated for
detailed functional units, in practice most countries compile aggregative figures for government capital
stocks and capital consumption.  In these circumstances approximate methods will have to be used to
allocate CFC according to function.  One possibility may be to distribute CFC according to “book value”
depreciation if this is available for detailed organisational units within government.  Another approach
would be to distribute CFC among functions in proportion to gross fixed capital formation.
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Table 4. Outlays to be classified according to COFOG

Outlay 1993 SNA transaction code

Final consumption expenditure: P3
Intermediate consumption P2
Compensation of employees D1
Consumption of fixed capital K1
less Market output P11

Gross capital formation P5
Subsidies D3
Property income D4
Other current transfers D7
Capital transfers D9
Securities other than shares F3
Loans F4
Shares other than equity F5

Related classifications

37. The International Standard Industrial Classification of all Economic Activities (ISIC) is a
classification of production units according to their kind of activity.  COFOG is in practice very similar; in
principle, its unit of classification is the individual transaction, but the unit will often be the same as for
ISIC for many types of outlays, and the criteria of classification - function in the case of COFOG and
activity for ISIC - are conceptually rather similar.  However, COFOG is more appropriate than ISIC for
classifying government expenditures because the list of functions in COFOG is more detailed than the ISIC
list of activities and has been drawn up specifically to take account of the range and diversity of
government activities.


