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Preface

The Classification of Individual Consumption According to Purpose (COICOP) is the
international reference classification of household expenditure. The objective of
COICOP is to provide a framework of homogeneous categories of goods and services,
which are considered a function or purpose of household consumption expenditure.

COICOP is an integral part of the System of National Accounts (SNA), but it is also used
in several other statistical areas, such as: household expenditure statistics based on
household budget surveys and the analysis of living standards; consumer price indi-
ces; international comparisons of gross domestic product (GDP) and its component
expenditures through purchasing power parities; and statistics relating to culture,
sports, food, health, and tourism.

The idea of classifying household consumption expenditure at the international level
dates back to the year 1923 and resulted three years later into the first, still very
broad classification of household expenditure elaborated by the International Confer-
ence of Labour Statisticians. When the first version of the SNA was published in 1953,
it contained also a classification of private consumption expenditure, which then
evolved with each new version of the SNA.

The first classification under the name COICOP was adopted by the United Nations
Statistical Commission in March 1999, together with the other three functional
classifications of the SNA: the Classification of the Purposes of Non-Profit Institutions
Serving Households (COPNI), the Classification of the Functions of Government
(COFOG), and the Classification of the Outlays of Producers According to Purpose
(COPP).

This is the first revision of COICOP. The new classification is the outcome of a revision
process that started formally in 2015 and involved contributions from many classifi-
cation experts and users around the world. COICOP 2018 is more detailed than the
previous version, responding to the users’ need for more detail, and addresses several
other issues that required a revision of the classification. The new COICOP 2018
reflects the significant changes in goods and services in some areas, improves the
links of COICOP to other classifications, and addresses emerging statistical and policy
needs of several international organizations.

In March 2018, the 49t Session of the United Nations Statistical Commission
considered and endorsed the revised COICOP classification - COICOP 2018 as the
internationally accepted standard.
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Historical background

The Classification of Individual Consumption According to Purpose (COICOP) is part
of a set of classifications of expenditures according to purpose, also known as
“functional” classifications, which are part of the System of National Accounts (SNA)
since 1968.

The idea of classifying household consumption expenditure at the international level
was mentioned for the first time in October 1923 at the first International Conference
of Labour Statisticians organized by the International Labour Organization (ILO).

The ILO document “Methods of Conducting Family Budget Enquiries”?! stated that:

“The information required with regard to expenditure is of necessity more
detailed than that on income. The various items on which the families
expend their income may be combined into a small number of fairly clearly
defined groups — for example, food, housing accommodation, clothing, fuel
and light — and also miscellaneous items of expenditure which may be com-
bined together either into one general group or into several special classes
or sub-groups.”

In the third International Conference of Labour Statisticians, held in October 1926 the
issue of having an international household expenditure classification was discussed
and the conclusion was that consumption expenditure should be classified into the
following groups: food, clothing, housing accommodation, fuel and light, furniture and
furnishings and miscellaneous?2. The suggested classification covered the very basic
necessities of life: food, clothes and housing, and everything else was considered as
“miscellaneous”.

In 1951 this issue was again discussed at the seventh International Conference of
Labour Statisticians. The conference agreed to a list of expenditure topics more
detailed than previous, and listed food (including, as separate items, food consumed
away from home and alcoholic beverages), housing (including, as separate items,
rent, fuel and light, and household furnishings and appliances), clothing and miscella-
neous (including, as separate items, the following ten subgroups: medical care,
personal care, insurance and other contributions, education and reading, telephone
and postage, recreation, transport, tobacco, gifts and charities, servants).

The 1953 SNAS3 provided a classification of consumption expenditure by type of com-
modity and service in table VIII “Composition of private consumption expenditure”.
The classification included 12 categories for household final consumption as well as
three categories for adjusting the domestic concept to the international concept. The
classification included the same basic categories for necessities - food, clothing and
housing - as the list proposed by the ILO conference almost thirty years earlier, but
housing was divided into more detailed groups. In addition to existing groups for rent,

1 ILO: “Methods of Conducting Family Budget Enquiries”. Studies and Reports, Series N, No. 9. Geneva, 1926.

2 See resolution “Methods of Family Budget Enquiries” adopted by the 3™ International Conference of Labour
Statisticians, 1926. Available at http://www.ilo.org/public/libdoc/ilo/ILO-SR/ILO-SR_N12_engl.pdf

8 United Nations, 1953, A System of National Accounts and Supporting Tables, New York.
Available at https://unstats.un.org/unsd/nationalaccount/docs/1953SNA.pdf

Vii


http://www.ilo.org/public/libdoc/ilo/ILO-SR/ILO-SR_N12_engl.pdf
https://unstats.un.org/unsd/nationalaccount/docs/1953SNA.pdf

viii

Classification of Individual Consumption According to Purpose (COICOP) 2018

fuel and light, furnishings and household equipment, household operations was
created as a separate group, and the miscellaneous group was divided into personal
care and health expenses, transportation and communication, recreation and
entertainment and miscellaneous services.

The 1968 SNA* presented the next version of the classification called the “Classifi-
cation of household goods and services”. This classification was composed of eight
divisions determined by the main purpose of the consumption:

1. Food, beverages and tobacco

2. Clothing and footwear

3. Gross rent fuel and power

4. Furniture, furnishings and household equipment and operation
5. Medical care and health expenses

6. Transport and communication

7. Recreation, entertainment, education and cultural services

8. Miscellaneous goods and services.

The classification was also designed to separate goods from services and to draw
distinctions between durable, semi-durable and non-durable goods.

The 1968 SNA “Classification of household goods and services” was revised to
develop the first version of COICOP, which was adopted by the United Nations
Statistical Commission in March 1999 and published in 20005 together with the other
three functional classifications: the Classification of the Purposes of Non-Profit Insti-
tutions Serving Households (COPNI), the Classification of the Functions of Govern-
ment (COFOG) and the Classification of the Outlays of Producers According to
Purpose (COPP).

COICOP 1999 classifies individual consumption into 14 divisions: Divisions 01 to 12
cover individual consumption expenditure of households; Division 13 covers indi-
vidual expenditure of Non-Profit Institutions Serving Households (NPISHs); and
Division 14 covers the individual consumption expenditure of general government.

During its meeting in 2015 the Expert Group on International Statistical Classifica-
tions recommended a full revision of COICOP 1999. The revision process is explained
in detail in paras. 95 to 105.

The revised COICOP is referred to as COICOP 2018.

4 United Nations, 1968, A System of National Accounts and Supporting Tables, New York.
Auvailable at https://unstats.un.org/unsd/nationalaccount/docs/1968SNA.pdf

5 United Nations, DESA (1999): Classifications of Expenditure According to Purpose, Statistical Papers, Series
M No. 84, ST/ESA/STAT/SER.M/84.
Available at https://unstats.un.org/unsd/publication/SeriesM/SeriesM_84E.pdf
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Support for COICOP users

The United Nations Statistics Division is responsible for the development and mainte-
nance of COICOP. National and regional statistical offices and other institutions using
COICOP may find it in their interest to establish contact with the Statistics Division to
receive notification about plans for updates or revisions, information concerning
interpretations and rulings, and general technical support in applying the classifi-
cation. Users are encouraged to request clarification.

Updated information on COICOP, indexes, proposals for revisions and the revision
process are available on the classifications website of the United Nations Statistics

Division at http://unstats.un.org/unsd/classifications .

Communications should be addressed to the Director, United Nations Statistics
Division,

by mail:

2 United Nations Plaza

Room DC2-1414

New York, NY 10017
United States of America

or by e-mail to the Classifications Hotline: CHL@un.org
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. Introduction

A. Overview and scope of the classification

1. The 2008 SNA® uses four classifications of expenditure according to purpose.
These four classifications are used to analyse consumption by different institutional
sectors according to the purpose for which the expenditure is undertaken. These
classifications are referred to as functional classifications and are as follows:

COICOP: (Classification gf Individual Consumption by Purpose

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

COFOG: (Classification of the Functions of Government
COPP: Classification of the Qutlays of Producers by Purpose

2. The four classifications are designed primarily to answer the question of why
outlays are incurred. They classify transactions undertaken by households, non-profit
institutions serving households (NPISH), government and producers which result in
“payables” - that is, 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, the individual
consumption expenditures of households, NPISH, and general government.

- COPNIand COFOG are used to classify a range of transactions, including outlays
on final consumption expenditure, intermediate consumption, gross capital
formation and current transfers, by NPISH and general government
respectively.

- COPP is used to classify intermediate consumption and capital outlays of
financial and non-financial corporations, or producers.

3. The objective of COICOP is to provide a framework of homogeneous categories
of goods and services, which are considered a function or purpose of household
consumption expenditure, which are those expenditures that are made for the benefit
of individual persons or households.

B. Individual consumption

4. Individual consumption expenditures are incurred by three institutional
sectors, namely: households, NPISH and general government:

- All household consumption expenditures are defined as individual and are
presented in COICOP 2018 Divisions 01 through 13.

& United Nations, European Commission, International Monetary Fund, Organisation for Economic Co-operation
and Development and World Bank (2009). System of National Accounts 2008. Sales No. E.08.XV11.29.
Available at: https://unstats.un.org/unsd/nationalaccount/sna2008.asp
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- All consumption expenditures of NPISH are also treated, by convention, as
being for the benefit of individual households and are presented in
COICOP 2018 Division 14.

- Only some of the consumption expenditures by general government are
defined as individual. Expenditures on general public services, defence,
public order and safety, economic affairs, environmental protection, and
community amenities are considered to be for the benefit of the community
as a whole rather than for individual households. They are termed collective
consumption expenditures (or actual final consumption of general government
or actual collective consumption) and are excluded from COICOP.
COICOP 2018 Division 15 identifies those government expenditures that are
regarded as individual and classifies them by purpose, namely, housing,
health, education, social protection, recreation, and culture.

5. In the SNA, the individual consumption expenditures of both NPISH and gen-
eral government are termed social transfers in kind and are added to the individual
consumption expenditures of households to obtain an aggregate called actual final
consumption of households (or actual individual consumption). By bringing together
the relevant expenditures of households, NPISH, and general government, COICOP
identifies the expenditures that make up this aggregate and classifies them according
to the purposes they are designed to achieve.

C. Uses of COICOP

6. COICOP is an integral part of the SNA, but it is intended also for use in several
other statistical areas such as: household expenditure statistics based on household
budget surveys and the analysis of living standards; consumer price indices (for
which it is used to establish weights and aggregate prices); international comparisons
of gross domestic product (GDP) and its component expenditures through purchasing
power parities; and statistics relating to culture, sports, food, health, and tourism.

7. For all these uses, the basic COICOP classification needs to be more detailed in
terms of subcategories; and at the same time there are clear advantages in maintain-
ing the basic structure of COICOP to enable comparison between countries, over time
and between statistics in different domains. It must be recognized, however, that
COICOP follows the concepts and definitions of the 2008 SNA and these are not
necessarily directly applicable, at the most detailed level, for other applications. For
example, in household budget surveys it is not practical to ask households about
expenditure on insurance service charges as required by COICOP, and in consumer
price indices some countries may include interest on housing loans, which is excluded
from COICOP.

8. The purposes defined in COICOP are based on the classifications of consump-
tion expenditures which national statistical offices have developed for their own use
and which have been found to serve a variety of analytic applications. 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.

9. COICOP 2018 class and subclass levels are also divided into “services” (S),
“non-durables” (ND), “semi-durables” (SD) and “durables” (D). This supplementary
classification provides for other analytic applications. 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.
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10.  COICOP is also useful for the collection and dissemination of data on expendi-
tures and consumption of food worldwide, which accounts for a considerable share
of household expenditure, particularly in developing countries’. However, previous
versions of COICOP lacked suitable detail which resulted in heterogenic food classifi-
cation lists across countries and consequently limited international comparability.

11. Because of the importance of having comparable information on food
purchased and consumed, Division 01 (Food and non-alcoholic beverages) has been
significantly revised. The additional detail of Division 01 allows for:

(a) a common framework and reference classification for food lists for household
budget surveys;

(b) the compilation and comparison of consumption data coming from other sources,
such as food and nutrition surveys (in which detail on food goes generally beyond
COICOP); and

(c) the reconciliation of data coming from other domains, such as production and
trade.

12, The additional detailed classification of Division 01 includes new goods
grouped by source (e.g., cereal, meat, seafood), where raw primary commodities are
at the top of the hierarchy within each group, followed by processed commodities and
preparation of composites. A new class for ready-made food and other food goods
n.e.c. has also been introduced to Division 01.

13. In addition to the new detail available related to food due to the addition of a
subclass level in COICOP 2018, an additional 269 codes at the six-digit level are also
provided in an annex to supplement the five-digit subclass structure. This Annex 1
has been prepared by the Food and Agriculture Organization of the United Nations
(FAO) as a guideline for countries to further expand Division 01 in their national ver-
sions (see section “Optional high detail structure for food products”, paras. 21 to 23).

14, The World Health Organization (WHO) is supporting a methodological re-
search project aiming at improving the measurement of health expenditures in
household surveys and COICOP 2018 plays a critical role to achieve this as most
household budget surveys or household income / expenditure surveys do follow this
classification. COICOP enables the measurement of the financial burden households
are exposed to because of the health expenditures they face when using health care
services. Such measurement is critical to inform the Sustainable Development Goals
agenda.

15. Expenditure by individuals and households on cultural or sporting goods and
services can be considered as a proxy for participation in cultural and sport activities,
which in turn provides the key to completing the analysis of data available from other
sources (e.g., dedicated surveys on cultural participation).

D. COICOP 2018 structure and coding system

16. The COICOP 2018 has a hierarchical structure consisting of four (4) levels with
the number of categories, and therefore the level of detail increasing from the two-
digit level to the five-digit level. The example below demonstrates the coding system:

Division 03 CLOTHING AND FOOTWEAR
Group 03.1 CLOTHING

Class 03.1.1 Clothing materials (SD)
Subclass 03.1.1.0 Clothing materials (SD)

" World Bank, Global Consumption Database: http://datatopics.worldbank.org/consumption/
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17.  Each ofthe categories are numerically coded where a period between the digits
indicating the different levels. The division level is denoted by a two-digit number
(Divisions 01 to 15). The group, class and subclass levels consist of one additional
digit each. Sequential numbering is used at the division and group levels starting
with 1. If a classification category is not further subdivided at the next lower hierar-
chical level, a zero (0) is used. Nine (9) is used to designate residual categories at the
class and subclass levels (e.g. 04.4.4.9 Other services related to the dwelling).

18.  The number of categories at each level of the classification in COICOP 1999 and
COICOP 2018 are presented in Table 1.

Table 1 Comparison of the number of categories between COICOP 1999 and
COICOP 2018 by level

Number of categories
COIOP level
COICOP 1999 COICOP 2018
Division 14 15
Group 58 63
Class 157 186
Subclass NA 338

E. Use of different levels of the classification

19. It may be desirable to utilize less detailed classification categories of COICOP
for some areas of statistics, or where the number and size of the categories for which
reliable statistics are presented may depend on both their source and confidentiality
considerations. For example, it may not be feasible to present data on the different
purposes of health inpatient / outpatient services (e.g. dental, curative, rehabilitative
or long term) if not based on a household survey. Or it may not be necessary to
present data on household consumption expenditures in as great detail in national
accounting as in price statistics. By providing four hierarchical levels (divisions,
groups, classes and subclasses), COICOP 2018 provides a framework for comparable
classification of data at different levels of detail. It is important to note, however, that
the fact that a category has been defined at the class level in COICOP will not prevent
it from being larger in a particular national economy than a category defined at the
group level or even at the division level in another national economy.

20. Similarly, for specific domains, such as Food, the detail provided by
COICOP 2018, even at its most detailed level, will often not be sufficient for the
required analysis. In such cases, COICOP 2018 subclasses can be further subdivided
for specific purposes, as necessary (see paras. 21 to 23). It is suggested, however, that
the additional detailed categories still be aggregated to the existing COICOP
subclasses for comparability reasons.

F. Optional high detail structure for food
products

21,  There are many applications of the COICOP for which different levels of detail
may be needed. To satisfy different user needs, rearranging the COICOP structure to
form alternative structures is a possibility. This is a general principle applicable to all
international classifications: The Central Product Classification (CPC), for example,
has a long established practice in this sense.
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22.  Such alternative structures can take different forms. They can be:

(a) rearrangements of all COICOP categories, or of a subset of categories, into a new
structure that still preserves the original detailed categories as building blocks;
or

(b) expansions of certain areas of interest for sectoral purpose beyond the detail
provided in the published classification.

23.  Due to the fact that the expenditure of households on food represents the
highest portion of household expenditure in many countries, and that more detail is
often needed at the national level for food security monitoring and policy interven-
tions, an extension to a six-digit level is provided for Division 01 as an official annex
to COICOP 2018. This Annex 1 can be used as a guideline for countries to further
extend Division 01 in their national versions and to compare consumption data
coming from other sources, such as food and nutrition surveys, when there is a need
for detailed information on food and non-alcoholic beverages. This level was devel-
oped by the Food and Agriculture Organization of the United Nations (FAO) and
includes 269 six-digit codes to supplement the Subclass structure.

G. Units of classification

24,  For the household consumption expenditures in Divisions 01 through 13, the
units of classification are consumption expenditures made by households for satis-
fying their needs or wants for various goods and services. The basic data on consump-
tion expenditure usually come from one or more of the following sources: household
budget surveys, statistics on retail trade sales, and product 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 01 to 13 of COICOP 2018 convert these basic statistics into a purpose
classification by grouping together the expenditure on various goods and services
that are deemed to fulfil particular purposes, such as nourishing the body, protecting
it against inclement weather, preventing and curing illness, acquiring knowledge,
travelling from one place to another.

25.  The units of classification for COICOP 2018 Division 14 are the same as for
COPNI. In principle, COPNI classifies individual outlays of NPISH according to the
purpose they serve.

26.  The units of classification for COICOP 2018 Division 15 are the same as for
COFOG. 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.
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Il. Underlying principles of the
classification

A. Conceptual basis of COICOP

27. The 2008 SNA (para. 9.81) defines household actual consumption as consisting
of three components:

(a) households’ final consumption expenditure;

(b) government units’ expenditure on consumption goods and services provided to
households as social transfer in kind; and

(c) NPISHs’ expenditure on consumption goods and services provided to households
as social transfer in kind.

28. “Household final consumption expenditure” is defined in 2008 SNA
(para. 9.56). It includes the expenditures on goods and services purchased for final
use by the household plus the estimated or imputed value of barter transactions,
goods and services received in kind and goods and services produced and consumed
by the same household. Household final consumption expenditure includes the
consumption expenditures of the resident households, whether the expenditure
takes place in the country or abroad. The treatment of the different types of goods
and services that enter into household final consumption expenditure is explained in
more details in the following paragraphs.

B. Types of products

29. Most classes and subclasses comprise either goods or services. Classes and
subclasses containing goods are denoted by “ND”, “SD” or “D” indicating non-durable,
semi-durable or durable respectively. “S” denotes classes or subclasses consisting of

services.

30. The distinction between non-durable and durable goods is based on whether
the goods can be used only once, or repeatedly or continuously over a period of
considerably more than one year (para. 9.42 of 2008 SNA). Moreover, durables, such
as motor cars, refrigerators, washing machines and television sets, have a relatively
high purchasers’ price. Semi-durable goods differ from durable goods in that their
expected lifetime of use, though more than one year, is often significantly shorter and
their purchase prices are substantially less.

31, Although a systematic separation between goods and services was carried out
in this revision of COICOP, some classes and subclasses contain both because it is
difficult for practical reasons to break them down into goods and services. Such
classes and subclasses are usually assigned an “S”, as the service component is consid-
ered to be predominant. Similarly, there are classes that contain either both non-
durable and semi-durable goods, or both semi-durable and durable goods. Again,
such classes and subclasses are assigned an “ND”, “SD” or “D” according to which type
of good is considered to be predominant.

C. Imputed transaction values

32, The SNA records the exchange of goods, services and assets between institu-
tional units in the form of transactions. Typically, transactions are carried out through
the exchange of money and products. However, many goods or services are not actu-
ally sold but are nevertheless supplied to other units: for example, they may be
bartered for other goods or services or provided free as transfers in kind. In other
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cases, there is an implicit exchange of services which are recorded as transactions
even though no money was exchanged. The transactions of such goods and services
must also be included in the accounts even though their value has to be estimated.

33. Thus, estimates and imputations are needed in order to be able to record trans-
actions not disposed of in monetary transactions with other units. Such estimates and
imputations should not be interpreted as introducing hypothetical activities or flows
of goods and services into the SNA. Their purpose is the opposite, namely, to capture
in the accounts major flows of goods and services actually taking place in the economy
that would otherwise be omitted. Strictly speaking, the imputation refers to the value
of goods or services involved and not to the expenditure itself. In other words, it is
the valuation that is imputed, not the fact that the transaction takes place.

34.  Transactions that are not directly observable, e.g. from household income and
expenditure surveys, and need to be estimated are own account production of goods
for own final consumption, income in kind in the form of goods or services provided
free of charge or at very low prices to households by government and NPISHs, ser-
vices provided by financial intermediaries which are measured indirectly in the SNA
and the production of housing services for their own final consumption by owner
occupiers. These imputed values of household consumption expenditure are not
directly observable from household income and expenditure surveys.

35. The production of housing services for their own final consumption by owner
occupiers has always been included within the SNA production boundary, although it
constitutes an exception to the general exclusion of own-account service production.
The ratio of owner-occupied to rented dwellings can vary significantly between coun-
tries, between regions of a country and even over short periods of time within a single
country or region, so that both international and inter-temporal comparisons of the
production and consumption of housing services could be distorted if no imputation
were made for the value of own-account housing services. The imputed value of the
income generated by such production is taxed in some countries.

36.  Persons who own the dwellings in which they live are treated as owning unin-
corporated enterprises that produce housing services that are consumed by the
household to which the owner belongs. The housing services produced are deemed
to be equal in value to the rentals that would be paid on the market for accommo-
dation of the same size, quality and type. The imputed values of the housing services
are recorded as final consumption expenditure of the owners.

37. Expenditures that owners, including owner-occupiers, incur on the decoration,
minor repairs and maintenance of the dwelling that would normally be seen as the
responsibility of a landlord should not be treated as household final consumption
expenditure, but as intermediate expenditure incurred in the production of housing
services. These expenditures may consist either of payments for services provided by
professional builders or decorators or purchases of materials for “do-it-yourself”
repairs and decoration.

38.  Financial services may be paid for explicitly or implicitly and some transactions
in financial assets may involve both explicit and implicit charges. There are four main
ways in which financial services are provided and charged for:

(a) Financial services provided in return for explicit charges. Expenditures on
services for which financial institutions do make charges are recorded in the
usual way.

(b) Financial services provided in association with interest charges on loans and
deposits. These sorts of services are known as financial intermediation services
indirectly measured (FISIM) and are calculated as the difference between the
actual bank interest receivable and the SNA interest receivable by financial
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corporations on the loans they issue, and the difference between SNA interest
payable and the actual bank interest payable by financial corporations on the
deposits of their customers.

(c) Financial services associated with the acquisition and disposal of financial assets
and liabilities in financial markets. When households acquire or dispose of
foreign exchange and some other financial assets, the dealer in the financial asset
will typically quote a buying price and a selling price for the asset. The difference
between the price actually receivable or payable and the average of the buying
and selling price at the time of the transaction is also treated as expenditure on
the services of financial institutions.

(d) Financial services associated with insurance and pension schemes. Service
charges for insurance are classified by type of insurance, namely: life insurance
and non-life insurance. The service charge for non-life insurance is estimated as
total premiums earned plus investment income earned from investing the premi-
ums less adjusted claims incurred. The servic