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PROPOSED OUTLINE OF COPP

1.  General features of the proposed COPP

1.  The following table gives a quick overview of the UNSD proposal for a revised Classification of
Outlays of Producers by Purpose (COPP).  The two columns at the right hand side of the table describe the
main categories of the proposed COPP at the 1- and 2-digit level.  The proposed COPP is compared with
the current 1-digit level of the Classification of Outlays of Industries by Purpose (COIP1) in the first
column of that table.  The proposed COPP has six categories at the 1-digit level whereas COIP has nine
categories at that level.  Four of the nine categories of COIP were further subdivided into 2-digit level
categories, while in the case of COPP all six main categories have between two and four subcategories (for
more details see annex 2).

2.  As compared to the current COIP four 1-digit categories remain almost unchanged (e.g.  R&D),
except for a change in the name of some categories: i.e.  “Outlays on pollution abatement and control”
changes to “...environmental protection”, “...sales promotion” changes to “...marketing”, and “...employee
welfare and morale” changes to “..human resource development”.  Some categories of COIP have been
added together with other categories; for example "outlays on repair and maintenance" together with
"outlays on engineering and related technological work" and “...information management” to form the new
category "outlays on infrastructure".  Some 1-digit categories of COIP have been moved to the 2-digit level
of COPP, for example “Outlays on current production programmes”, “...general administration” and
“...external transportation” are now included as subcategories of “...current production, administration and
management”, together with a new sub-category “...safety and security”.  Some breakdowns of COIP have
been changed in the proposed COPP; e.g.  COPP distinguishes within “...research and development”
between ISIC-related categories of  “...research and experimental development on natural sciences and
engineering” and “...research and experimental development on social sciences and humanities” instead of
using the distinction between basic research, applied research and experimental development.  Within
environmental protection, a distinction is made between air, water, land, recycling and eco-systems, which
is based on the categories used in the System for integrated environmental and economic accounting
(SEEA) classification of environmental protection activities (CEPA) or expenditures (see United Nations
1993).  In addition, a distinction is made in “...human resource development” between “...  education and
training”, “...health” and “...  social services, n.e.c.”

                                                     
1. In the 1993 SNA, COIP is referred to as COPP.  However, in order to avoid confusion, the earlier acronym

COIP has been used in the remaining part of the text.
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Categories of the proposed COPP as compared with the current COIP

Current COIP Proposed COPP

Outlays on...

2.  ...repair and maintenance
3.  ...engineering and related
technological work

1.  ...infrastructure 1.1 ...repair and maintenance
1.2 ...engineering and related
technological work
1.3 ...information management

4.  ...research and development 2.  ...research and development 2.1 ...research and experimental
development on natural sciences
and engineering
2.2 ...research and experimental
development on social sciences
and humanities

5.  ...pollution abatement and
control

3.  ...environmental protection 3.1 ...air
3.2 ...water
3.3 ...land
3.4 ...recycling
3.5 ...eco-systems

6.  ...sales promotion 4.  ...marketing 4.1 ...direct sales efforts
4.2 ...advertising
4.3 ...marketing, n.e.c.

8.  ...employee welfare and
morale

5.  ...human resource
development

5.1 ...education and training
5.2 ...health
5.3 ...social services, n.e.c.

1.  ...current production
programmes
7.  ...external transportation
9.  ...general administration

6.  ...current production,
administration and management

6.1 ...current production
programmes
6.2 ...external transportation
6.3 ...safety and security
6.4 ...management and
administration

3.  It is proposed to test the proposed classification in selected industrialized and developing
countries in cooperation between UNSD and OECD.

4.  The report presents in section 4 the specific features of the proposed COPP.  Before that, a brief
description is given of the latest developments in harmonizing international classifications (section 2) and
the characteristics of COPP in relation to other purpose classifications are reviewed.  (section 3).  The
paper is supported by further details included in two tables that are presented in the annex.  Annex 1
compares the 1- and 2-digit categories of the proposed COPP with those of its predecessor, i.e.  the COIP,
and also with selected categories and subcategories of other purpose classifications (COICOP, COPNI and
COFOG), as well as with selected categories of ISIC and CPC.  Annex 2 includes explanatory notes
supporting the categories and subcategories of the proposed COPP, based on similar notes that were
attached to the COIP, to ISIC and CPC.
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2.  International perspectives

5.  COIP/COPP in its current version is presented in the 1993 SNA (see chapter XVIII and annex V
of the 1993 SNA).  It is identical with a 1975 draft COIP (United Nations 1975).  COIP was requested by
the Statistical Commission at its sixteenth session as a “classification of the cost-structure of production”
(United Nations 1970, chapter XIV, resolution 4).  Its status is still considered to be “provisional” (§18.5
of the 1993 SNA).

6.  COIP and COPP belong to the “family” of classifications of expenditures by purpose.  The
importance of those types of classifications for data collection and analysis is stressed by devoting to it a
whole of chapter (XVIII) in the 1993 SNA.  The term purpose is referring to functions or objectives for
which the various groups of transactors in the System of National Accounts engage in certain transactions
(1993 SNA, §18.1).

7.  The 1993 SNA distinguishes besides the producers three other types of institutional sectors,
namely household, general government and non-profit institutions serving households.  Thus, the “family”
of classifications of expenditures by purpose distinguishes four different types which are:

* Classification of outlays of producers by purpose (COPP);

* Classification of individual consumption by purpose (COICOP);

* Classification of the functions of government (COFOG); and

* Classification of the purposes of non-profit institutions serving households (COPNI).

8.  The state and work on international economic classifications is regularly reviewed by the United
Nations Expert Group on International Economic and Social Classifications (United Nations 1995 and
1996a).  At its first meeting in 1994, the Expert Group prepared a plan for improving the coordination of
future work on international classifications and concluded that the existing classification groups are, in
some cases, linked, and they are often used together (for more details see Becker/Langkjaer 1996).

9.  At its meeting in 1994 the Expert Group agreed to use the term purpose classification rather than
functional classifications (United Nations 1995, § 15).

10.  In that meeting the “Group took into account that there are close analytical links between these
classifications, as they are increasingly being used in comprehensive analyses of expanded national
accounting systems based on the 1993 SNA, social accounting matrices and satellite accounts (United
Nations 1995, §18).  It was also agreed that the classifications of expenditures by purpose play an
important role when dealing with policy concerns.

11.  At its second meeting in 1996, the Expert Group agreed to focus its attention on economic and
social classifications and recognized the usefulness of exploring linkages between existing classifications
and considering ways to harmonize their concepts as a part of a family of classifications.  The purpose
classifications are part of this family of international classifications.  The Expert Group considered that the
coordination and harmonization of international classifications requires that proper attention be given to
the following: examining the adequacy of classifications and signalling the need for the preparation of new
classifications;  identifying links and inconsistencies among them; considering the developmental
requirements of existing and new classifications and responding to them in an organized manner (United
Nations 1996a).
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12.  Based upon the conclusions of the Expert Group, it is generally agreed that the classifications of
expenditures by purpose, as part of the family of international classifications, should be further developed
and aligned with each other.  With respect to the further revision and coordination of purpose
classifications, OECD has agreed to coordinate the revision of COFOG, COICOP and COPNI (OECD
1996a and OECD 1996b).  UNSD would concentrate on the revision of COPP 1993 (see SNA New and
Notes, issue 5, January 1997).

3. Characteristics of COPP in relation to other purpose classifications of expenditures

13.  COPP classifies selected outlays of expenditures of producers by purpose in a manner compatible
with the purpose classifications of expenditures of government (COFOG), households (COICOP) and non-
profit institutions (COPNI).

14.   COPP and also the other purpose classifications have two distinct roles in analysis.  The first one
is to serve analysis of expenditures across sectors and the second one is sector specific analysis.  In the first
role the purpose classifications are used in satellite analyses of various type and  applied only to
intermediate and final consumption of sectors, which are the ultimate economic responses to policy
concerns.  In this role, COPP would be applied to intermediate consumption of producers and COICOP,
COFOG and COPNI would be applied to final consumption expenditure of households, government and
NPIs respectively.  Intermediate consumption of producers would include imputed output of ancillary
activities, which are treated as establishments in satellite analyses.  Capital formation is not allocated to
purpose classification categories in this analysis across sectors, as intermediate and final consumption
expenditure already reflect capital formation through the inclusion of consumption of fixed capital.

15.  The second use of the purpose classifications of expenditures is in sector specific analyses.  In
these analyses, purpose classifications of expenditures are applied to the type of expenditures that are
identified in Chapter XVIII of the 1993 SNA (table 18.4, 1993 SNA) for each of the purpose classifications
of expenditures, which in the case of COPP include  intermediate consumption, compensation of
employees, other taxes less subsidies on production, consumption of fixed capital and gross fixed capital
formation.  The sector specific classification of expenditures would show, as it where, the various means
through which a sector provides the economic responses to policy concerns.  Thus, in the case of COFOG,
the government may pursue policy objectives through final consumption expenditure, capital formation,
current and capital transfers, or loans provided to other sectors.  The household sector may apply COICOP
in sector specific analyses through final consumption expenditures, property income, and  current transfers.
The sector specific analyses cannot be aggregated over the economy as a whole, as it might lead to double
counting and other distortions in analysis.  Thus, producers may give education grants or other education
support to employees; which under certain conditions the latter expenses may be treated as part of
compensation of employees in kind and allocated to final consumption expenditure of households.  In the
case of producer, such expenditures may be classified in COPP as part of the purpose category to which the
workers activities contribute, which in most instances would be different from the purpose category of
“education” to which the final consumption expenditure of households would be allocated.  From the
examples it may be clear that aggregation across sectors should not be pursued, as in this case it may lead
to double counting the expenditures, to be recorded, however, by different sectors under different purpose
categories.

16.  In principle, COPP and other classifications of expenditures by purpose are applied in the sector
specific analyses to the type of expenditures identified in SNA Chapter XVIII for each sector.  It is
proposed, however, to implement this in a flexible manner, which implies that under certain circumstances
sector specific analyses may also include selected items of revenues and liability items.  Thus, in the case
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of producers (COPP) it may be interesting to identify not only expenditures on the construction of roads
and as part of “infrastructure”, but also classify in this category the capital transfers and loans that
producers may receive to finance the construction of roads.

17. The scope of COPP, given its name, deals with expenditures of producers and in particular with
market producers of the (non-financial and financial) corporate sector (SNA 18.14).  It is proposed here,
however, that this use of COPP be extended to non-market producers and/or also be applied to producers in
the household sector.  This latter extension is necessary, to complement the use of COICOP in the
household sector, which would only deal with final consumption and related expenditures of households.
It is not proposed to expand the use of COPP to production related expenditures of government and NPIs,
as the bulk of production of these sectors is allocated to final consumption expenditures of these sectors,
which are well analysed through the use of COFOG and COPNI.

18. The classification unit of COPP are either single expenditure elements, such as products
purchased for particular purposes, including purchases of investment goods, goods for intermediate
consumption, etc.  or "vectors" of items reflecting ancillary activities, that together serve a particular
purpose.

19.  Ancillary activities in satellite analyses are separated out as establishments.  The latter separation
requires additional statistical data as ancillary activities are not treated as separated establishments in the
1993 SNA.  According to §5.13 of the 1993 SNA, “an ancillary activity is not undertaken for its own sake
but purely in order to provide supporting services for the principal or secondary activities with which it is
associated.  Therefore, both the System and ISIC treat ancillary activities as integral parts of the principal
or secondary activities with which they are associated.” Typical ancillary activities that may be carried out
are transporting, storing, marketing, various kinds of financial and business services, computing,
communications, training, security, maintenance, etc.  (typical examples are given in §5.9 of the 1993
SNA).  Although the central framework of the SNA does not demand information about ancillary
activities, it is necessary to obtain the information for specialised satellite studies in which ancillary
activities of enterprises play a role.  Typical examples may be studies on research and development,
environment, education, health, tourism, etc.  (Chapter XXI of the 1993 SNA).  Another example is the
analysis of the impact of the "information technology" on productivity where the processing and
communication of information are typical ancillary activities (§5.16).

20.  In principle, data on ancillary activities may be obtained directly from the accounting system of
the enterprise.  However, given the nature and size of ancillary activities as compared to the principal or
secondary activity they support, in practice it sometimes may be very difficult to collect the respective data
for such activities.  Such separation of ancillary activities may be even more complex than the separation in
input-output analysis of homogenous production units (establishments) in which “only a single
(non-ancillary) productive activity” (§15.14) is carried out.  Following the practice in the later case, the
SNA suggests (§5.47) that ancillary activities may “have to be estimated subsequently by transforming the
data supplied by enterprises on the basis of various assumptions or hypotheses” similar to those for
homogeneous production units .

4.  Specific features of the proposed COPP

21.  Two sets of criteria are proposed for the development of COPP.  The first is based on an
assessment of the type of policy studies (for example growth studies, environmental impact studies, etc.)
for which COPP may be used (section 4.1).  In this assessment account will be taken of the use of COPP in
satellite analyses in which ancillary activities are treated as separate establishments.  The second criterion
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responds to the guidance of the Expert Group on International Economic and Social Classifications, which
has recommended that COPP be harmonized with other classifications, in particular with the three other
purpose classifications of expenditure (section 4.2) as well as with other relevant economic classifications
such as those of activities and products (section 4.3).

22. The multiple use of objectives of the classification is to facilitate its application in a variety of
studies, in which also other classifications play a role.  It is recognized, however, that the use of different
policy objectives may result in ambiguities in the allocation of expenditures to individual categories of
COPP.  To avoid this, clear accounting rules are needed to guide the user in interpreting the scope of each
category in relation to others.  And, furthermore, detailed subcategories are required that would allow
reclassification of individual purpose categories in line with the objectives of alternative policy studies.
While these conditions may not be specific to COPP, they may need to be addressed more urgently, as
COPP is a pivotal classification that requires links not only with other purpose classifications of
expenditures, but also with product and activity classifications, as will be explained below.

4.1 Purposes which may be addressed by COPP

23.  Since COIP was developed more then 20 years ago, much has been changed with regard to
economic development as well as to analytical demands.  Originally, the Statistical Commission focussed
on the relevance of research and development on economic growth (United Nations 1970, §10).  Two other
important issues that were identified in the draft COIP were pollution abatement and control as well as
social welfare (United Nations 1975, §4).

24.  When establishing the categories of COPP, it is proposed that its main objective be to identify
expenditures that influence enterprises’ productivity and opportunities for growth.  This would render the
COPP an effective instrument in the analysis of the dynamic economic processes in which enterprises play
a role, rather than being static and describing how existing corporate and market structures are
administered (Postner 1995).  One has to remember terms such as "product cycles" and "business cycles",
“birth” and “death” of enterprises, etc.  to be aware of that process of creative destruction as Schumpeter
has described it.  Producers have to be innovative, they have to try to stay ahead of their competitors
although they have imperfect knowledge of the always changing market environment.  They have to
anticipate changes of factors which determine their decisions.  They have to decide about the right time to
introduce new products, to conquer new markets, to apply new production technologies, to reorganize their
enterprise, etc.

25. Based on this some of the nine COIP/COPP categories need at least some sort of  rephrasing
and/or broadening after 20 years.  One category of COPP which is an essential indicator for carrying out
such type of tasks is "outlays for R&D".  This COIP category needs no change and is incorporated in the
proposed COPP.  However, two other categories of COIP need to be broadened in scope in order to capture
the dynamics going on within enterprises.  It is proposed to introduce the category "outlays on
infrastructure" which is a combination of the COIP categories "outlays on repair and maintaining" and
"...engineering and related technological work".  As is described in annex 1, typical examples for that new
category could comprise areas such as the (in-/external) communication including computer (-networks)
and the respective software or even expenditures for organizational changes of an enterprise.  Also the
COIP category  “...employee welfare, morale and upgrading” may be broadened to a new category “....
human resource development” which goes beyond the idea of “promoting good relations between the
establishment and its employees” (United Nations 1975, annex, page 11), but rather aims at the
improvement of an important production factor by enhancing its capabilities through expenditures such as
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on training and health care.  In the same vein the COIP category "...sales promotion" needs to be rephrased
to "marketing".

26.  Other challenges or even obstacles for producers could stem from the fact that governments try to
influence the decisions of enterprises through legal obligations or restrictions with regard to concerns such
as pollution control or waste disposal.  The producers are then forced to fulfill legal requirements which
means they have to devote expenditures to meet those requirements.  But even without legal requirements
producers may decide to put more emphasis on environmental protection in order to prevent such legal
obligations or because they see a marketing advantage in their contribution to a "greener" environment.
Instead of using the COIP category “...pollution abatement and control”, reference may be made to a
broader category of “outlays on environmental protection”, which is in line with the terminology used in
environmental accounting (see SEEA; United Nations 1993).

27.  By saying that COPP categories may concentrate on expenditures that would extend and improve
the enterprise’s productivity and opportunities for growth, means that COPP may identify in its main
categories expenditures which at least to some extent have the character of investments and less the
character of intermediate consumption.  As is stated in §6.159ff.  and §10.46 of the 1993 SNA, the
distinction between intermediate consumption and gross capital formation is "not clear-cut", but ordinary,
regular maintenance and repair belongs mainly to the former and major renovations and enlargements to
fixed assets belongs to the latter, because they "enhance their efficiency or capacity or prolong their
expected working lives" (§6.160).  That investment character may in principle also be found in
expenditures such as on R&D (§6.163ff.) and computer software (§10.92).

28.  In COIP the outlay category “...external transportation” formed one category which comprised
mainly transport services such as for work-in-progress which is moved from one establishment to another
(United Nations 1975, annex, p.  10).  According to the criteria developed above external transport is
supporting day-to-day production activities and therefore is included at the 2-digit level in the main COPP
category “..current production, administration and management”.  The latter main category is rather
heterogeneous at the 1-digit position, and is therefore further broken down into 4 sub-categories: 6.1
“...current production programmes”, 6.2 “...  external transportation”, 6.3 “...  safety and security”, and 6.4
“...  management and administration”.

29.  The subcategory 6.3 “outlays on safety and security” includes services such as guarding,
patrolling, monitoring and protecting.  Some of these services are usually related to the services provided
by the government sector, but enterprises need more specific services which are usually not addressed by
for example the police or which are complementary to those services provided by police and other
institutions.  The sub-category is included in order to harmonize COPP with other purpose classifications
in particular with COFOG; however it is presented only at the 2- digit level as it is of less importance in
COPP than in COFOG.

4.2 COPP in relation to other purpose classifications

30.  When reviewing COPP in the light of the other purpose classifications, one can say that COPP
may comprise categories that can generally not be well addressed by the corporate sector alone, but would
need the help of other sectors.  Thus the government would help to address the social concerns of workers,
also the government would assist in addressing infra -structural issues faced by enterprises, and the same
would hold for environmental protection expenses that are also made by government as well as
households.
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31.  Therefore, an effort should be made to harmonize COPP with the main divisions of COICOP,
COPNI and COFOG, where the latter reflect policy concerns of government and related to households that
are overlapping with those of enterprises (see column 4 of annex 1).  This applies for instance to health and
education, which are concerns addressed by all four sectors.  However, as the emphasis in addressing
concerns may be different between enterprises on the one hand and government and households on the
other, they may not need to be reflected always in the same digit level of all purpose classifications.  Some
may be reflected in main divisions of COPP and not in the others (e.g.  marketing), others may be reflected
in the main division of COFOG and not COPP or COICOP (e.g.  defence, public order, etc.), again, other
concerns (e.g.  environmental protection) may be reflected in the main divisions of COPP and COFOG and
only in a subdivision of the COICOP.

32.  Another reason for looking at all purpose classifications together is that the 1993 SNA introduced
a new concept of actual consumption (§9.72ff.).  The immediate consequence of that concept for the
purpose classifications was that for all expenditures related to social transfers in kind from government and
NPISH’s to households, the respective purpose classifications had to be harmonized.  Within the
conceptual constraints of the SNA, COPP is not affected by this new concept.  However, this may change
if one recognizes that not only government and NPISHs contribute to the welfare of households, but also
enterprises.

33.  Enterprises’ contributions to welfare of households are recorded in the SNA as intermediate
consumption or as wages and salaries in kind.  The goods or services that employers are obliged to provide
to their employees in order for them to be able to carry out their work are treated as intermediate
consumption (SNA §7.39).  Some examples of such goods and services provided to employees are given
by the System (§6.155).  Remuneration in kind consists of goods and services that are not necessary for
work and can be used by employees in their own time, and at their own discretion, for the satisfaction of
their own needs or wants or those of other members of their households (§7.39).  Once these expenses are
treated as remuneration in kind, they end up in final consumption of households and are then classified by
purpose on the basis of COICOP.  The SNA lists many goods and services which may be treated as
remuneration in kind (§7.40).  In order to capture the contributions of enterprises to the welfare of
households not only through wages and salaries in kind but also through some sort of “social” transfers,
including cultural transfers in kind, it is proposed that the categories of COPP are used, in satellite analysis,
to isolate expenditure categories of enterprises as ancillary activities contributing to the welfare of
households.  In the terminology used above, those expenditures would have the character of investments in
human capital, and might include expenditures of enterprise on education or training of the employees (for
example training courses, vocational training), on health expenses (medical checkups which go beyond the
requirements of work, immunization) etc.  (for more details on the conceptual treatment of human capital
see van Tongeren/Becker 1994).  Use of COPP for these purposes would require that the categories of the
COPP be harmonized with those of COICOP and other purpose classifications, so that the corresponding
intermediate and final consumption expenditures can be aggregated across sectors.

4.3 COPP in relation to activity and product classifications

34.  In developing the COPP, one should take into account that this classification will be used mainly
to classify production cost, capital formation and other production related data that are identified by
establishments.  As the latter are also classified by ISIC categories, a close relation between COPP and
ISIC (and also CPC) is essential.  This is the more so as COPP would be used in particular to identify
production related data of ancillary activities of enterprises which are not treated as establishments in the
core SNA analysis, but need to be identified as separate units in satellite accounts dealing with issues such
as education, health, environmental protection, R&D, etc.  On the other hand, as already has been stated,
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COPP is not strictly a classification of production expenditures, but may also be used to classify other data
such as loans, capital transfers, interest payments, etc.  that are related to the funding of production
activities and investments used.  For these reasons, not all ISIC and CPC main categories need to be
reflected in main divisions of COPP, some may be related to COPP sub-divisions.

35.  The proposed new COPP categories can be easily identified in the ISIC and CPC classification
(see last column annex 1).  In general CPC is more detailed than ISIC.  For example, R&D is sub-classified
in ISIC according to two areas of research, one is on natural sciences and engineering and the other on
social sciences and humanities.  CPC distinguishes 12 different categories for R&D.  Both classifications
sub-classify those items by the field of research which means that COPP should also be sub-classified by
the field of research instead of research stages (basic research, applied research, ...) as the present COIP
does.

36.  The new category “outlays on infrastructure” can be described by the ISIC categories 64 “post
and telecommunications”, 72 “computer and related activities” and 742 “architectural, engineering and
other technical activities” and the respective services categories of the provisional CPC.  The new CPC ver.
1.0 however which was adopted by the recent 1997 session of the Statistical Commission (United Nations
1996b) proposes to identify several services which are in line with the proposed changes of COPP.  For
example CPC ver.  1.0 groups within the new category 83 “other professional, scientific and technical
services” various services such as parts of post and telecommunication, computer and related services,
market research, architectural, engineering and other technical services together which do capture the idea
behind the proposed new COPP category “...infrastructure”.  The same holds for the new category 84
“telecommunications services and information retrieval and supply services” as well as in particular 87
“maintenance and repair services”.
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Annex 1:  COPP in comparison to the other purpose classifications and ISIC/CPC

COPP
Examples for corresponding headings of categories

COIP ( COPP) Proposed revised COPP of related classifications

1-digit level Examples
= proposals for categories

on 2-digit level

proposed revised
 COFOG (=F)
COICOP (=C)
COPNI (=N)

ISIC rev.  3 (=I)
proposed

CPC ver.  1 (=C)

Outlays on...
2.  ...repair and
maintenance
3.  ...engineering and
related technological
work

1.  ...infrastructure 1.1 ...repair and
maintenance
1.2 ...engineering and
related technological work
1.3 ...information
management

08 Communications (C)
12 Transportation and
communication affairs and
services (F)

64 Post and
telecommunications (I)
72 Comp.  & rel.  act.(I)
742 Architectural,
engineering and other
technical activities (I)
83 Other prof., scientific
& technical serv.  (C)
84 Telecomm.  services
and information retrieval
and supply services (C)
87 Maintenance and repair
services (C)

4.  ...research and
development

2.  ...research and
development

2.1 ...research and
experimental development
on natural sciences and
engineering
2.2 ...research and
experimental development
on social sciences and
humanities

R&D is included in almost
every COFOG division

73 R&D (I)
81 R&D in natural
sciences and engineering,
social sciences and
humanities (C)

5.  ...pollution
abatement and control

3.  ...environmental
protection

3.1 ...air
3.2 ...water
3.3 ...land
3.4 ...recycling
3.5 ...eco-systems

13.8 Environment protection
(C)
15 Environment protection
affairs and services (F)

37 Recycling (I)
90 Sewage and refuse
disposal, sanitation and
similar activities (I)
39 Wastes or scraps (C)
94 Sewage and refuse
disposal...  (C)

6.  ...sales promotion 4.  ...marketing 4.1 ...direct sales efforts
4.2 ...advertising
4.3 ...marketing, n.e.c.

- 7413 Market research and
public opinion polling (I)
743 Advertising (I)

8.  ...employee welfare
and morale

5.  ...human resource
development

5.1 ...education and
training
5.2 ...health
5.3 ...social services, n.e.c.

10/13.4/04 Education (C/N/F)
06/13.1/05 Health (C/N/F)
09/13.2/08 Recreation and
culture (C/N/F)
04/13.7/07 Housing...
(C/N/F)

80 Education (I)
85 Health, and social work
(I)
92 Recreational, cultural
and sporting activities (I)

1.  ...current
production
programmes
7.  ...ext.
transportation
9.  ...general admin.

7.  ...current
production
programmes,
administration and
management

6.1 ...current production
programmes
6.2 ...external
transportation
6.3 ...safety and security
6.4 ...management and
administration

03 Public order and safety
affairs (F)
12/07 Transportation...  (F/C)
01 General public services (F)

7492 Investigation and
security activities (I)
852 Investigation and
security services (C)
64-66 Transport services
(C)
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Annex 2: Explanatory notes of proposed COPP
(based on explanatory notes of COIP, ISIC rev.  3 and CPC rev.  1.0)

Level of detail Explanatory notes
1-digit level 2-digit level
1.  Outlays on
infrastructure

Infrastructure may be defined as a set of related activities undertaken to keep and
extend the infra-structural capacity of the establishment and its potential for growth
and productivity.
Exclusions: Expenditures on R&D, on education and training, marketing, etc.
1.1 Outlays on repair
and maintenance

Repair and maintenance may be defined as a set of related
activities undertaken to keep fixed assets in good running
order.  It also includes expenditures for the removal and re-
installation of existing machinery and equipment and outlays
to keep the establishment clean and in good order.

1.2 Outlays on
engineering and
related technological
work

Engineering and related technological work may be defined
as a set of related activities undertaken to design structures,
machines, apparatus or manufacturing processes or works
for use singly or in combination.  Those activities are always
directed towards a specific practical aim or application with
little or no innovative elements and which are therefore
distinguished from R&D.  Includes expenditures on
engineering work (chemical, civil, mechanical, electrical,
etc.), on technological work (architecture, prospecting,
geological and hydrographic surveying, land surveying,
control and non-research laboratory work, drafting, etc.).

1.3 Outlays on
information
management

Information management may be defined as a set of related
activities undertaken to collect, process, store and
disseminate information relevant for decision preparation
and monitoring as well as communicating information
internally and externally.  It includes expenditures on
computer (-networks) and related services as well as on post
and telecommunication services.
Exclusions: Legal, accounting, auditing and book-keeping
services; market research.

2.  Outlays on research
and development

Outlays on R&D contain an appreciable element of innovation or novelty.  Includes
outlays on basic research (to acquire new knowledge without particular application),
applied research (to acquire new knowledge directed towards a specific aim) and
experimental development (directed to producing new materials, products and
devices, to installing new processes, systems and services, and to improving those
already produced or installed).
Exclusions: Establishments whose current production programme is R&D.  Outlays
on education combined with R&D is classified in 5; market research is classified in 4
(marketing).
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Level of detail Explanatory notes
1-digit level 2-digit level
3.  Outlays on
environmental
protection

Expenditures on environmental protection may cover the range of the Classification
of Environmental Protection Activities (CEPA) which comprises protection of
ambient air and climate, waste and waste water management, protection of soil and
ground water, noise and vibration abatement, protection of bio-diversity and
landscape, protection against radiation; outlays on measurement, control, laboratories
and the like, etc.  For example, expenditures which intend to reduce pollution in
order to meet current or anticipated government regulations or in response to ethical
or public relations considerations.  The beneficiaries of such expenditures are mainly
persons other than those connected to the establishment.
Exclusions: Outlays for measures intended to improve the health, comfort or safety
of employees are classified in 5.  General cleaning is classified in 7.  R&D is
classified in 2.
3.1 Outlays on air Outlays on prevention of air pollution through in-process

modifications, treatment of exhaust gases and ventilation air,
etc.; outlays on noise abatement from road and rail traffic,
air traffic noise, industrial process noise, etc.

3.2 Outlays on water Outlays on prevention of water pollution (incl.  ground
water) through in-process modifications, industrial pre-
treatment plants, sewerage, purification by mechanical,
biological, or advanced treatment technology, treatment of
cooling water, restoring polluted surface water, etc.

3.3 Outlays on land Outlays on prevention, collection, transport, treatment and
disposal of wastes, protection and decontamination of land
and soil (incl.  waste management), etc.

3.4 Outlays on
recycling

Outlays on recycling of wastes and other residuals

3.5 Outlays on eco-
systems

Outlays on protection of nature and landscape (species,
habitats, erosion protection, coastal protection, dune
stabilization, protection against avalanches, fire protection,
etc.)

4.  Outlays on
marketing

Outlays on marketing may be defined as a set of related activities which
establishments undertake to market the output of their production programmes.
Marketing may be defined very broad which includes not only direct sales efforts, but
also related activities to facilitate sales such as advertising (to inform, maintain and
expand markets), marketing research (to determine market potential), public relations
(to produce a favourable public image), product design, lobbying, etc. Exclusions:
Outlays for these purposes by establishments whose current production programme is
marketing for others (examples: ISIC 7413 market research and public opinion
polling, 7430 advertising) and direct sales efforts by establishments classified in the
ISIC categories 51 and 52 (wholesale and retail trade).
4.3 Outlays on marketing, n.e.c. Other outlays on marketing include

marketing research, public relations,
lobbying and participation in business
and trade associations.
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Level of detail Explanatory notes
1-digit level 2-digit level
5.  Outlays on human
resource development

Outlays on human resource development may be defined as a set of activities
undertaken to improve efficiency of human resources as well as granting benefits to
the employees.  They include also outlays on the respective equipment, facilities,
personnel, etc.
Exclusions: Payments in kind such as in food or clothing, free or subsidized housing,
safety devices and measures at work, day-care centres for children; contributions to
cultural, recreational and educational facilities serving the general public.
5.1 Outlays on
education and training

Outlays on educational activities such as on on-the job
training, vocational training, etc.  as well as on the respective
equipment, facilities and personnel.

5.2 Outlays on health Outlays on medical services such as the provision of
emergency medical services, routine medical check-ups, etc.
as well as on the respective equipment, facilities and
personnel.

5.3 Outlays on social
services, n.e.c.

Outlays on cultural and recreational activities (sports teams,
orchestras, etc.) as well as on the respective equipment
(sports equipment, musical instruments, etc.), facilities
(purchase or rental of playing fields, etc.) and personnel
(coaches, trainer, etc.).

6.  Outlays on current
production,
administration and
management

6.1 Outlays on current
production
programmes

Current production programmes are a set of related activities
that occur entirely or chiefly in the producing departments of
establishments.  An establishment’s production programme
is defined as the production of goods or services which
characterize the ISIC category to which the establishment is
classified.  Examples for outlays: direct costs, namely,
labour and materials, fabricated and semi-fabricated parts,
supplies, etc.; direct overhead expenditures, namely,
production supervision and associated clerical staff; outlays
on tools, production machinery and long-lived equipment
and buildings housing the production activities.
Expenditures for other items intimately connected with the
production programme are also included (internal
transportation of work-in-progress, on-line inspection staff).
Exclusions: Outlays on design, construction and testing of
prototypes, laboratory personnel and equipment; etc.

6.4 Outlays on
management and
administration

Includes expenditures on activities not elsewhere classified
(accounting, purchasing, personnel work, legal work, etc.) as
well as on personnel on the high-level supervisory,
administrative or management level.
Exclusions: Expenditures for high-level executive offices
which directly responsible for marketing, R&D,
environmental protection, etc.  as defined in this
classification.


