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INTRODUCTTOW
1. Annexed to this report is a draft of the International Standard Classification

of 411 Goods and Services (ICGS). The report .explains how the classification was
developed, the uses for which 1t is intended and the further work required before it
can become operational. The report also deals with the question of correspondence
between the ICGS and the Standard international Trade Classification, Revised (SITC)-;
and the relationship bebween the ICES and other international classificaticns.

2. This work is being carried out in accordance with resolution 4{XV), adopted by

the Statistical Commigsion at its fifteenth session, which requestsg the Secretary-
Ceneral inter alia "to draft, in consultation with national statistical offices, the
Iframework of a commodity classification scheme which 1s liyked in with the revised
ISIC" (International Standard Industrial Classification).2/ At its seventeenth
session, the Commission included in its approved work programme the "preparation of

a draft classification of all goods and services, in consultation with interested
international agerncies and national statistical offices; a final draft of the classi~
ficaticn is to be submitted at the eighteenth session of the Statistical CommiSSion".i/

3. The present version of the ICGS is a revision of an earlier draft (ST/STAT.LT),
which was preoduced in 1970. That versicn was sent to national statistical offices,
international organizations within and outside the United Nations system, and was
considered at meetings of statisticians in Burope and Asia. The present version
benefits from comments made by national statistical offices and by ofther international
organizations, and takes into account suggestions and propcsals contained in the
reports cf the meetings to which the earlier version was submitted. On this basis it
mey be said that the version before the Commicsion is essentially complete. Further
werk does, however, remsin to be done, the extent of which is explained later in the
report.

b, The present version differs from the earlier version most particularly in three
respects: (a) the categories of goods and services which make up the classification
have been more fully defined; {b) each category containing internaticnally traded
goods has attached to it one or more SITC item codes so that the industrial origin

of SITC items can be identified, and (c) the disggection of wholegale and retail trade,
transportation, storesge and warehousing makes use of and is co-ordinated with the
classification and coding of goods at their point of crigin.

5. The nature and uses of the ICGE iz the first topic dealt with in this report.

It includes a discussion of the relationship of the ICGS to the ISIC. The uses to
which the ICGS is to be put determine the criteria employed in raising the classes
and subclasses which make up the classification. Criteria employed is the next topic
considered. The harmonization of international sftatistical clasgifications has been
receiving a great deal of attention in recent years. To a considerable extent, the
ICGS tekes into account established classifications of the Statistical Cffice of the
United Nations, of specialized agencies (e.g., FAQ and UNESCO), as well as of inter-
national organizations outside the United Nations system. The degree tc which har-
monization has actually been achieved is the third topic discussed. The fourth part
ig devoted to a discussion of the content of selected classes and subclasses to 1llus-
trate how certain general as well as important special problems were handled. The
report concludes with a short discussion of the further work which has to be done fo
make the classification operational.

1/ United Nations publication, Sales No.: 61.XVIL.6.
2/ TUnited Nations publication, Sales No.: E.68.XVII.8.

é/ Official Records of the Economic and Socisl Council, Fifty-fourth Session,
Supplement No. 2, para. 195 (i) (i).
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6. The need for standard classifications has ween emphasized on many occasions.

Toc illustrate, Wassily Leontief, in his presidential address to the American Economic
Association referred to this need in the following terms: "The shift from casusl
empiricism that dominates much of today's econometric work to systematic large-scale
factual analysis will not be easy .... The spectacular advanceg in computer technol-
ogy increased the economists' potential ability to make effective analytical use of
large sets of detailed data .... What is, however, urgently needed i1s the establish-
ment, maintenance and enforcement of co-ordinated uniform classification systems ....
Incompatible data are useless data .... How far from a tolerable, not to say, ideal
state our present economic statistics are in this respect, can be judged by the fact
that because of differences in classificaticn, domestic output data cannct be com-
pared, for many goods, with the corresponding export and import figures. Neither

can the official employment statistics be related without laboricus adjustments to
output data, industry by industry .... An unreasonably high proportion of msterial
and intellectual resources devoted to statistical work is now spent not on the collec~
tion of primary information but on a frustrating and wasteful struggle with incongru-
ous definitions and irreconcilable classifications."g/ Wassily Leontief is, of
course, referring to the situetion in the United States of America, but there is no
doubt that many countries are experiencing difficulties. The ICGS has a role to
play in overcoming these difficulties.

J. ACTION BY THE COMMISSION

7. The Commission may wish to comment on the structure and principles of the clas-
gification and, in particular, the work programme suggested in paragraphs TO-T3.

IT. NATURE AND PURPOSES OF THE ICGS
A. Nature of the ICGS

8. The ICGS is an international classification of all goods and services according
to industrial origin. Industries are defined by the 157 groups of the ISIC {(the
lowest level of that four-level classification).

9. Like most international classifications, the ICGS seeks to meet the needs of
countries at different stages of econcmic and social development; of countries in
which economic activities are differently organized; and of countries with different
natural resources. It also seeks, to the extent possible, to mesh with existing
special-purpose international classifications. For these reascons, the classification
contains two levels, with a relatively large number of separate categories at the
gecond level. A number of these separate categories are composed of goods which may
be of minor importance or even entirely absent from certain national classifications.
Their aggregation into first-level categories will, however, usually produce econom-
ically significant data in the case of many countries. '

10. The ICGS cconsists of 1,123 six-digit classes, T05 of which are further divided
into 2,660 eight-digit subclasses. The remaining 418 six-digit classes are not
further divided so that there are a total of 3,078 undivided categories of goods and
gervices within which each gocd and service has a specific place.

11. The first four digits of each class and subclass code is the ISIC industry code.
By this means, the industrial origin of all goods and services are identifiable and
a positive link is established between the ICGS and the ISIC. Two additional digits
identify the classes and a further two digite make up the subclass code.

L/ Wassily Teontief, "Theoretical assumptions and nonobserved facts", The
Fconomic Review, March, 1971, pp. 5 and 6.
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12. 'The classes and gubclasses under a given ISIC group contaln goods and services
that are the typical output of that industry. Because of the diverse wsys in which
economic activities are orgamized, goods which are the typical or primary cutput of
one industry are, in many casess, also produced by establishments classified in the
ISIC to other industries. In the ICGS, all goods are uniguely classified, i.e., the
data on an item is classified to that industry which is largely vesponsible for its
producticon, including the portion of the item produced by other industries. The
fact that every item 1s uniguely classified is a departure from the practice adopted
in the earlier version where *he rule concerning industrial origin was strictly ad-
hered to, with the result that one item was occasionally found in a number of ISIC
ETOUpRS .

1%5. The ICGS is not merely a more detailed diviegion of the ISIC. The statistical
unit is not the establishment. In the ICGS, interest centres on the goods and ser-
vices in their cwn right. In this connexion, 1t may be noted that the current version
of the ICGS differs from the earlier draft in respect of the form of expression used
in the class and subclass definiticns; these definitions o longer employ activity
terminology.

14, The TICGS is also related toc a number of other international classifications, as
already indicated. Among these is the SITC. A very strong effort was made to form
subclagses of the TCGS that were co-extensive with the basgice categories of the SITC,
The degree to which tThis wag accomplished will be considered later. It ig mentioned
et this peint because of its influence oh the nature of the classification. Atten-
tion is drawn to the two columns on the right side of each page of the annexed clas-
sification. In the penultimate column, matched against each ICGS subclass, are one
or more SITC codes so that it is known where in the SITC such goods as are contalned
in the TCGS subclass are found. Bach SITC code has added to it a letter suffix or a
letter-cum-numeral svffix. The letter {C) indicates that the SITC item is completely
contained within one ICGS subclass. The suffix (Pl) indicates that the SITC item is
distributed among ICGS subclasses falling within a single class; the suffix (F2)
shows that the STTC item is distributed among ICGS subclasgses falling under two or
more classes in a 8ingle industry groups; and the suffix (Pﬁ) indicates that the SITC
item is distributed among ICGS subclasses in two or more industry groups.

15. Exactly which of the goods of a particular SITC item are included in a given
ICGE subclass and which are found in other ICGS subclasses should be clear from the
definiticns. It may also be helpful to consult the BTN.E/ The lasgt column on the
right gives the BIN heading codes for each SITC item.

16. 4s compared with the STTC, Revised, which consists of 1,312 basic items, the
3,078 basic categories of the ICGES may appear numerous. When, however, account is
taken of the fact that the ICGS includes goods and services which do not enter inter-
naticnal frade and which are therefore absent from the 5ITC, the level of detail is
seen to be reasonable. Some 824 basic categories cover goods (e.g., the cutput of
the conatruction industry) and services (e.z., govermment services, education, health,
etc.), which have no equivalent in the SITC. Tt must be added that the number 824
refers cnly to ICGS basic categories for which Separate definitions are given. With
certain exceptions, separate definitions are not included for wholesaling (TISIC group
6100} 2nd retailing (group 6200); for the transport of goods by rail {group T111),
road {group 7114}, pipeline (group 7115), water transport (group 7121 end 71i22) and
by air (group 7151)5 for the storage of goods (group 7192); and for machinery and
equipment leasing (group 8330). This does not mean that the marketing, transport,
storage and leasing of goods have been omitted. Quite the contrary. These ISIC

5/ The scronym BTN identifies the Explanatory Notes to the Brussels Nomenclature
(Customs Co-cperation Council, Brussels, 1966).
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industry groups contain all the classes and subclasses suployed for the goods at

thelr point of origin. DBecause they are exact duplicates they nsve not been repeated.
With the exception of a letter prefix disbtinguishing wholesaling, retalling, euc.

from production, the codes for the classes and subclasses under wholesaling, retail-
ing, etc., are the same as the codes for the goods at their point of origin. This
procedure was adopted to Tacilitate the tracing of goods from their point of origin
through the distribution system.

B. Purposes of the ICG3

17. The ICGS is a statistical tool for collecting and compiling a wide variety of
statisticsg where the units of observation are goods or services. Data on output,
certain costs, prices, marketing, etc., of goods and services are of interest to,

and their collection a continuing activity of, many different groups including gov-
ermnment agencies, businesses and economists, and of the international community. Az
present, much data are collected in accordance with different classification schemes.
Results based on independent sets of data on the various aspects of a given economic
cr social activity are limited in that they do not allow ccmparisons to be made.

Nor may the results of one analysis be introduced into the framework of others.

Data collected in accordance with a standard scheme would reduce this limitation. It
should also reduce the need for some special surveys. Moreover, should countries
adopt the ICGS or relate their classifieations to it, data on goods and services
would also ®e internationally comparable.

18. Countries which have adopted the ISIC or have developed an industrial classifi-~
cation compatible with it, but have not yet developed a comprehensive classification
cf goods and services, will find the task of integrating the ICGS into their statis-
tical gystems relatively straight-forward. Countries which now have an industrial
classification differing from the ISIC will find this task somewhat more difficult.
They will need to identify the categories of their classification in which the classes
and subc’asses of the ICGS fall in the light of the definitions of the latter and
former.

19. Trere are many uses to which a classification of goods and services may be put
in national statistical work. ©Such a classificaticn, linked to an industrial classi-
ficazion, is a necessity for the analysis of the relationship between exports and
imrorts on the one hand and domestic production and consumption on the other.

Eiforis to adjust the balance of trade by increasing the production of exports or
import substitutes have to identify particular products with the domestic industries
prcducing them. This is facilitated if the linked commodity classification is also
related to an international trade classification as is, to a certain extent, the ICGS
tc the SITC.

2C. In supply and demand analysis, interest centres on balancing supply and demand,
on identifying output bottlenecks or distribution difficulties, on the course of
prices and on the degree of inflationary or deflationary pressures in respect of
given goods. 1In order to analyse and rectify these situations, 1t is necessary to
trace the commodities back tc the industries where they are typically produced. A
linked classification of goods and services alsc facilitates the construction of
orice and gquantity indexes of gross cutput by particular industries. Such indexes
aave to be bullt up from product data and, in order to pass from products to in-
austries, it is necessary to identify the industries typically producing them.
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21. A linked classification of goods and services 1s needed for tracing the flow
of output through the ecopnomic system. Commodity-flow snalysis has been used
chiefly to estimate (a) personal consumption expenditures on given classes of goods
and services and (b) producers® purchases of durable equipment. DBoth estimates are
derived from gross output data of given industries and other sources of supply, e.g.,
imports. This indirect procedure is used because business sales records do not gen-
erally distinguish sales to consumers or to the cther broad purchaser groups, e.g.,
business, government, exports, etc., used in national accounting. The tracing pro-
cess is facilitated i1f the goods and services classification employs the same proc-
uct groupings for output, marketing, transport, etc. The ICGS is so structured {see
paragraph 16),

22, The analysis of inter-industry relaticns also calls for a goods and services
classification linked to an industrial classification. Input-cutput analysis has
many different uses. It makes it possible, for example, to trace back the implica-
tions for particular producers of a given level and compositicn of final demand for
the economy as & whole or for various industries and alsc to forecast the effect of
changes in factor prices upon relative prices and upcn the general level of prices.
For these and other purposes, data are needed on the digposition and the cost struc-
sure of production of relatively homogeneous categories of goods and services classi-
7ied according to the industries where they are typically produced. However, sta-
“istics on uses can only be gathered on a commodity bagis whereas inputs in relation
w0 culputs can only be gathered on an establishment basis. Moreover, establishments
tsually produce secondary as well as primary products. Input-oubtpulb analysis re-
quires that data on disposition and cost structure of secondary products be trans-
Terred to the appropriate goods category. This process is facilitated when the goods
classification is linked to the industrial classification.

25. A goods and services clasgification linked to an industrial classification pro-
vides a means for gathering data on the extent to which the ocutput of each industry
group, as defined by the most detailed level of the industrial classification, in-
cludes output of activities primery to other industry groups. In constructing an
Tndustrial classification, industry groups should be designed so that {a) a high
proporticon of the ftotal output of the establishments of which each industry group is
composed should ccomprise output of activities which are primary to that industry
group {i.e., the industry group swould have a high Mspecialization ratio"), and (b)
a high proportion of the output of the activities which are classified to each in-
dustry group should be produced by establishments which are classified to that in-
dustry group (i.e., the industry group should have a high "coverage ratio").

IIT. CRITERIA

A. General remarks

2h. At both the class and subclass levels, three fundamental considerations in-
fluenced the way in which the classification was structured. The most important

was the range of criteria employed: the technology and crganization of production,
physical composition, purpcse, end use, markets etc., of particular gocds and ser-
vices. The seccnd wag the relative economic importance of the goods and services

in question. The third was the need to bring the ICGS into correspondence with other
existing international classifications, especially the SITC, to the extent possible.
"In spite of the strong effort to maintain the integrity of SITC basic categories in



E/CN.% /157
English
Page 77

the TCGS, many such categories had to be divided among different ICGE subclasses.
The reasons for this procedure are explained in part 1IV. At this point it may be
noted that to-introduce into the ICGS as many complete SITC basic categories as
possible required a pragmatic approach. This means that the integrity of many basic
SITC categories was maintained even though, in a number of cases, some of the ICGS
criferia had to be given less weight than was warranted on cbjective grounds.

B. Btructure
25. A two~level structure was adopted for the ICGE for the following reasons:

(a) The eccnomic significance cf a particular gcod or service is different in
different countries. A ftwo-level structure enhances the universality of the classi-
fication by providing space for geoods and services important in ohly some countries;

(b} The full detail at the second level of the ICGS is unlikely to be needed
in every statistical application. For many purposes, combinations of subclasses
into a single subclass or into a class or classes into a single class may provide
sufficient detail. So as to preserve the comparability of TCGS statistice derived
frem different socurces, entire subclasses should be combined and they should be part
of the same class. Similarly, entire classes should be combined and they should be
part of the same group.

{¢c) Data of certain types are available cnly for relatively broad groups such
ag are found at the class level. TYTor example, data on direct costs, that is, on
labour and materials, are of this type. For other statistics, there is a need for,
and interest in, greater detail. This i1s the case for statistics on ocutput and
prices for which subclass catefories may be usefully employed.

C. Class and subclass criteria

26, The same criteria were used to form the six-digit classes and the eight-digit
subclasses. These relate to production processes and technologies, materials employed,
stage of fabrication, purpose to which the goods or services are to be put and types
of markets in which they are to be sold. Also taken into account was the way in

which production is organized. Even dulte small establishments engage in the pro-
duction of a range of products. Although these goods may be clogely related, they
usually differ in the gquantity of raw materials used, in the kind of labour skills
employed, in capital eguipment requirements, in technology employed, etc., so that
establishments producing them find it useful to separate their production into differ-
ent lines, each of which relates to a narrow range of quite homogeneous products.

D. Application of the criteria

1. Class criterisa

27. =t the class level the main purpose is tc provide relatively broad categories

of goods and services suitable for the purposes cutlined above, viz., {0 take account
of differences in the econcmic significance of different goods in different ceountries;
to provide relatively broad categorics where detailed date are not reguired; and fo
facilitate correspondence between the ICGS and other international goods classifica-
tions where such correspondence is not possible at a mcre detalled level.

28. In general, in raising the six-digit classes, greater weight was placed on de-
lineating the technology and process of production. This meant forming classes com-
prised of ccmmodities or services which could be identified as originating within the
game line of production. In other words, classes generally give greater weight to
technology, raw materials and crganization of production and tc stage of fabrication.
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2, Subclass criteria

29. The same criteria were employed at the subclass level. As was mentioned in
paragraph 24, other considerations had to be taken into account so that the resulting
subclasses reflect a falrly large pragmatic element.

30. At the lower level the emphasis was on establishing subclasses which would be
considerably more homogeneous than the classes of the gix-digit level, taking into
account the uses to which the goods and services are put and the markets to which
they are disposed, as well as their physical composition and technology of production.
The degree of detail at the eight-digit level is related to the economic significance,
that is volume, of the goods and services involved.

31l., The need to limit the size of the classification was an important factor in
forming subclasses. This factor usually operated to override the substantive cri-
teria. The smaller the number of subclasses, the less homogeneous they are. A fair
number of classes and subclasses contain miscellaneous collections of goods and ser-
vices. Thege are usually identified by employing the numeral nine as the iast digit
of class and subclass codes.

IV, ERELATICNSHIP BETWEEN THE ICGS AND OTHER CLASSIFICATTIONS

%2, In addition to the IBIC and the 8ITC, a iarge number of international and nation-
al clagsifications were taken into account in constructing the ICGS. Some exercisged
a relatively greater influence on the structure and dissectiocn of the ICGS than
others. Among the more important, after the ISIC and the SITC, were: the Interna-
tional Standard Statistical Classification of Aquatic Animals and Plants (TISSCAAP)
and the International Standard Statistical Classification of Fighery Commodities
(ISSCFC), both produced by FAO; a draft classification and definitions of forest pro-
ducts, preoduced by the ECE/FAO Timber Division; other classifications and commodity
lists contained in various FAOC publications and documents; the International Standard
Classification of Bducation (ISCED) produced by UNESCO; the Classification of Commod-
ities by Industrial Origin (Links between the SITC and the ISIC)®/; and Recommenda-
tions for the 1973 World Programme of Industrial Statistice {(Part II, Iist of selec-
ted products and materials).f/

A, DRelationghip between the ICGS and the SITC

3%3. The relationship between the ICGS and the SITC, Kevised, was mentioned a number
of times earlier in the report. Briefly, it was stated that the SITC, Revised, (i.e.,
the current version of the classification, not the SITC, Rev. 2 (B/CN.3/L456))}, was
used in constructing the ICGS; that a strong effort was made to form subclasses of
the ICGS that were co-extensive with the basic categories of the SITC; and that by
attaching one or more SITC codes to each ICGS subclass, the goods contained in that
subclass could be located in the SITC. Tt was further stated that each SITC code

had added to 1t a letter suffix or a letter-cum-numeral suffix; that the letter (C)
shows that the SITC basic category is completely ccntained within one ICGS subclass;
that the suffix {P1) shows that the SITC item is distributed among ICGS subclasscs
falling within a single class; that the suffix (P2) shows that the SITC item is dis-
tributed among ICGS subclasses falling under two or more clagses in a single indus-
try group; and that the suffix (P%) indicates that the SITC item is distributed among
ICGS subclasses in two or more industry groups.

§/ United WNations publication, Sales Ho.: E.T7T1.XVII.15.
I/ United Nations publication, Sales No.: E.71.XVII.16.
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3. To the above statements has to be added the fact that, in many cases, goods
from more than one SITC basic category {complete or partial) were assigned Lo one
IC&S subclass. The reasons for this may be best illustrated by selected cases.

35, Bubclass 1110.1121 (Cereal straw and husks) illustrates the case of goods which,
in accordance with ICGS criteria, have to be included in a single subelass but which
are found in & number of SITC basic categories (or items). The subclass covers resi-
duss from the harvesting of cereals. Such regidues are found not only in SITC item
081.11(C) but also in item 081.19(P3) which, among other things, contains maize

stalks and leaves, and in ifem 292.93(P§) which, among other things, includes panicles
of rice and certain millets with their seeds removed,

36. The same subclass may be used to illustrate the case where, because the ICGS

igs linked to the ISIC, parts of SITC items have to be assigned to subclasses falling
in different ISIC groups. The fact that the suffix (P3) is attached to item 081.19
indicates that this item contains scme goods which are primarily the output of sev-
eral industry groups. Item 081,10 not only contains maize stalks and leaves, falling
in industry group 1110 (Agriculture and livestock production), but alsc acorns and
chestnuts, which are classified in industry group 1210 (Forestry); waste of fruit

and fruit pomace, which are classified in industry group 3113 (Canning and preserving
of fruits and vegetables); bran obtained as a by-product from the crushing of mustard
seeds, which is clagsified in group 3121 (Manufacture of food products not elsewhere
classified): as well as other goods classified in other ISIC industry groups. In
termg of the SITC, this heferogeneous item is logical because it brings together
vegetable products of a kind used for animal food not elsewhere specified, but it
does not conform to the rule that goods are to be classified by industrial crigin in
the ICGS. There are %7h SITC items which contain goods originating in two or more
ISIC industries.

27, Subclass 3522.1439 (Medicament33 not elsewhere classified, promoted chiefly to
the general public) illustrates the case of goods which have a distinct market, but
which are combined in the STIC with goods having different markets. BSITC item
541.7(P1) covers medicaments regardless of market. The market for proprietary reme-
dies is considered important enough to be separated from medicaments promoted to the
medical profession (prescription drugs for people) and from medicaments promoted to
veterinarians (prescription drugs for animals). The Tact that the SITC code bears
the suffix (P1) shows that all such goods are found in subclasses under one ICGS
class.

38. Subclass 3511.5215 (Pyroligneous liguids including pyroligneous acid) illus-
trates a case similar to that described in paragraph 37. The fact that the suffix
(P2) is atiached to SITC item 512.51 indicates that this item contains some goods
which are classified in subclassges under two or more clagses in the same industry
group. Pyroligneous ligquids are only a small part of SITC item 512.51, which covers
monoacids and derivatives. Many moncacids and their derivatives are produced syn=-
thetically. Pyrolignecus liguids are always obtained from the destructive digtilla-
tion of wood. This was deemed sufficient reason for dividing the SITC item between
two ICGS classes. There are, of course, a number of cases where the SITC item was
divided among three or more ICGS classes.

39. TYrom the illustrations above, it may be seen that differences in the way commod-
ities are grcouped in the two classifications are the result of a number of factors.
Consider a product which may be made of different materials. If these materials are
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such as toc be worked by different industries, as defined by the ISIC, then the ICGS
takes it that there are as many different commoditieg as there are materials. Tor
example, the ISIC provides separate industry groups for wooden furniture and for
metal furniture, and combines plastic furniture with other plastic products in a
third industry group. In the SITC, however, furniture, with certain specified ex-
ceptions, is contained in four items withoul regard for material compogition. Dif-
ferences also occur because of divergencies in detail fround in the two classifica-
tions. In many instances, the ICGS must divide SITC items into & large nunber of
subclasges., ©SITC item T22.1 is & good example of why this is necessary. It covers

a very large variety of electric power machinery including generators and motors of
all sizes, transformers, rectifiers, converters, telephone magnetos, bettery chargers,
coile ete. Less freguently, the ICGS combines two or more STIC items into one sub-
class ~ in other words the ICGS reduces the detail found in the SITC. TFor example,
iron or steel shapes are divided in the S8ITC according to their cross-sectional di-
mensiong, but this was not considered warranted in the ICGS. lLack of correspondence
also occurs because of the existence in both classifications of a considerable number
of residual or miscellanecus categories. In the SITC such categories almost always
include scme individual gocds which, because of the materials of which they are made,
their stage of fabricaticn or the manufacturing process employed, would be classifiied
under different groups in the ISIC and therefeore in different classes or the ICGS
under these groups.

40. There are two ways of locking &l the degree of co-ordination between the ICGS
and the STIC. One way is simply to count (a) the number of SITC items that are in-
certed complete in the ICGS, i.e., those with the suffix (C) attached to their codes;
(b) the number that are divided among subclasses under one ICGS class, i.e., those
with the suffix (P1) attached to their codes; (¢) the number that are divided among
different classes in one industry group, i.e., those with the suffix (P2) attached

to their codes; and (d) the number that are divided among different ISIC industry
groups, i.e., those with the suffix (P3) attached to their codes. Such a count gives
the following results:

Suffix to SITC item Number Per cent of total

(a) C 66% 50,3
(b) Pl 186 4.1
{c) P2 <6 7.3
(a) 3 37h 28.3

Total of items 1,3168/ 100.0

L1, The other way is to examine the content of ICGS subclasses in terms of SITC
items. This involves identifying (a) those ICGS subclasses which contain only come
plete SITC items (indicated by SITC codes with suffix {(C) and no other SITC item);
and (b) those subclasses within a single ICGS class which contain only parts of the
same SITC item {indicated by SITC codes with suffix (Pl) and no other SITC item).
This examination gives the following results:

@/ There are a total of 1,312 basic categories in the SITC proper plus seven
special items covering gold in varicus forms.
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Q)
Wo. of ICG3 subclasses Per cent of totali/
(=) Lho 15.5
{b) 196 8.7
Total 636 28.2

Lo, The remaining 1,618 ICGS subclasses covering internationally traded goods con-
sist of parts of SITC items spread over two or more classes; parts of SITC items
spread over two or more industry groups; and combinations of parts of SITC items.

In all such cases, data collected according tc the B8ITC cannct be exclusively assigned
to one ICGS subclass or class. The frequency of occurrence of this situation was
explained earlier in this section.

4%, All of the above figures are based upon the dissection found in the SITC,
Revised. SITC, Rev. 2, contains about 500 items more than the 1,315 of the current
version. The added detail of SITC, Rev. 2, should meke possible increased correspon-
dence between the ICGS and the SITC. One of the tasks that has to be done tc make
the ICGS operational is to take account of these changes.

B. Relationship between the ICGE and other clagsifications

i. FPAQ clagsifications

4. The FAO classification of sjuatic animals and plants (ISSCAAP) and of fishery
copmodities {IBSCFC) were basic references for raising ICGS subclasses under ISIC
group 1301 (Ocean and coastal fishing), under group 1502 (Fishing not elsewhere clas-
gified) and under group 311k (Canning, preserving and processing of fish, crustacea
and similar foods). In general, the correspondence between ISSCAAP gnd the ICGS can
be charscterized as good. A few differences persist because of the need to maintain
the 1link between the ISIC and the ICGS. For example, the ISSCAAP combines salmon and
trout, whereas the ICGS considers salmon as originating in ocean fishing (group 1301)
and brock trout as criginating on fish farms or in inland water (group 1302). The
same situation exists, mutatis mutandis, for the correspondence between the ISSCTC
and the ICGS.

45, The classification, with definitions, of forest products produced by the ECE/FAO
Timber Division was a basic reference for raising ICGS subclasses under ISIC group
1210 (Forestry), under group 1220 (Logging), under group 3311 (Sawmills, planing and
other wood mills) and under group 3Lk11 (Manufacture of pulp, paper and paperboard).
Correspondence between the ICGS and the forest products classification might have
been better but for the fact that both classifications were under development at the
same time. To the extent possgible, changes will be made in the classes and sub-
classes of the ICGS on the basis of a final version of the classification of forest
products, In this connexicn, it has to be stated that the ferest products clasgifi-
cation sometimes assembles products into basic categories which, according to the
ISIC, have to be classified in different industry groups. Many of these products
are, fortunately, of relatively minor importance. Like the TICGE, the forest products
classification also splits SITC iltems among a number of its basic categories.

2/ The base of these percentages is the 2,254 ICGS subclasses covering inter-
nationally traded goods.
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o, TUNESCO clasgsification of education

L6, Correspondence between the ICGS and ISCED may be said fo be cemplete. The

three gtages of the ISCED give, of course, more detail than is necessary in a gen-
eral-purpose goods and services classification. The procedure followed, in consulta-
ticn with the UNESCU gecretariat, was to duplicate The ISCED first stage (levels of
education) as ICGS classes; to combine ISCED second-stage items (fields of education)
into subclasses; and to drop ISCED third-stage 1tems (programmes) from the ICGS.

Mot all second-stage items were combined; many were considered important enough to
te included as separate gsubclasses. The selection of combinations was aided by con-
sultations with UNESCO.

L7, In order to make guite clear what ISCED second-sfage item is contained in each
ICGS subclass under ISIC group 9310 (Education'services), each such subclass has
attached the ISCED gecond-stage {(or field)code. This appears in the last column on
the right-hand side of the page. Data collected according to the ISCED at the second
or third stage may be aggregated to produce data according to the ICGS.

U8. Tike the SITC, Rev. 2, and the classification and definitions of forest products,
the ISCED and the ICGS were developed at the same time. TIS8CED is in .a very advanced
stage of development, the latest draft being before the Commission (E/CN.3/458). Tt
is not expected that there will be substantial changes in the final version, but
account will be taken in the ICGS of such medifications as are made.

A, Qther clasgificaticas

44, A fairly large number of other works were consulted. Among these were the
"Standard nomenclature of in?ustrial and agricultural production" of the Council for
Mutual Fconomic Assistancedd/ and the Nomenclatures d'asctivité et de produits dans

le cadre du SEC produced by the Statistical Qffice of the Lurcopean Communities.

Also consulted were commodity lists produced by FAQ, statistical publications of WHO,
My, UPU, ITU, etc. Many national goods classifications were also consulted but ref-
erence material covering services is very limited. All these classifications were
taken into account in constructing the ICGE. While thoge relating to services were
heavily drawn upon, those covering material goods were mainly used To supplement the
SITC, Revised, and the goods classifications of FAO.

V. CLASS AND SUBCLAESS CONTENT

A, General considerations

1. The elimiration of multiple classes

50. The so-called "maltiple classes” of the earlier draft were eliminated, (gcods
of The same kind originating in two or more industry groups were formerly classified
in subclasses under each of the industry groups. ©Such subclasses were termed multi-
ple). The unigue placement of goods and services makes it possitle fo utilize data
from sources other than producing units (e.g., export and import data) without divi-
ding them over a number of subclasses according to some estimation procedure. The
elimination of multiple classes weakens to some extent’ the link between the ICGE and
the I8IC. The following examples illustrate the point. Natural rubber produced on
plantations (ISIC industry group 1110) is not readily distinguishable from rubber
gathered in the forest (ISIC industry group 1210). As the largest volume by far is

;9/ Conference of Buropean Statisticians, WG.EE/GR.E/ﬁ/Add.E, 22 December 1965.
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produced on plantations, rnatural rubber is classified under industry group 1110 and
does not appear under group 1210 at all. A similar situation concerns certain fish
products which are important outputs of the twoc ISIC industry groups covering fish-
ing, as well as of the fish canning and processing industry. Fish fillets are clas-
sified in industry group 3114 even though they are alsc produced in substantial vol-
ume in the fishing industry. 4 related case involves knitted garments. Such gar-
ments are produced in knitting mills {industry group 3213) and by apparel manufac-
turers (industry group 3220). 1In this case, however, a technical distinction was
enployed so that garments produced in knitting mills can, 1t 1s thought, be differ-
entiated from similar garments produced by apparel manufacturers., The distinction
relates to the degree to which a garment is knitted to shape rathes than cut and
sewn from Tlat knitted fabric. A considerable, and growing, volume of garments are
cut and sewn Trom flat knitted fabric by apparel manufacturers and the statistics
ought to reflect this. 1t is reccgnized that such data may be hard to come by, ex-
cept from producing units. Providing a place in industry group 3220 for garments
cut and sewn from flat knitted fabrics seemed more satisfactory than classifying
such garments in industry 3213 with garments knitted to shape.

2. Rebuilt machinery and equipment

51. ©Subclass definitions generally do not state that rebullt and repaired industrial,
commercial, office and similar machinery and equipment are included with new goods.
Rebuilt and repaired machinery and equipment were treated in this manner because the
I81IC classifies establishments specializing in repair work in the same groups as
establishments engaged in manufacturing the gcods.

%, Classification of parts

52. TFor definitions in respect of parts, it will be helpful to refer to the BIN,
using for this purpose the BIN codes attached to the ICGS subclasses. In general,
parts which are clearly identifiable as specialized to or mainly for use with a par-
ticular machine or apparatus, or with a group of machines or apparatus falling within
the same IBIC Industry group, are classified in that industry group. The class or
subclass definition for the complete product will usually make clear how parts are
treated. In the absence of a specific reference to parts, they are to be classified
in the same subclass as the machine or apparatus for which they are specialized.
This rule, however, does not apply te parts which in themselves constitute a product
which is specifically included in an industry appropriate to such goods. Sets of
parts constituting a substantially complete product are classified in the same sub-
class as the assembled product. This applies nct only to machinery and apparatus,
but also to furniture, apparel, transport eguipment, toys etc.

4. Size and capacity distinctions

5%. Just over 2,250 undivided classes and subclasses covering internaticnally traded
goods are included in the classification. 8o large a number wasg necesgary to obtain
the desired degree of homogeneity. To some extent, however, homocgeneity was sacri-
ficed to keep the gire of the classification within reasonable limits. 'This was
accomplished by including in a single subclass materials, or machinery, or egquipment
or other goods which varled greatly in size or capacity. Tor example, a distinction
1s made between fractional horsepower electric motors and integral horsepower motors,
but not among integral horsepower motors themselves even though the latter vary
greatly in capacity. ZEven where size or capacity distinctions are made, exact or
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numerical values are generally avoided because of the variation in "break-points”
used in different countries. Tor example, certain subclasses cover "high tension"
as distinguished from "low tension" electrical equipment. Precise distinctions,
usually in numerical terms, are frequently used in national classifications. BSuch
distinctions could be incorporated into the ICGS by introducing a third level of
detail —

5. By-products and wastes

S5k, In most cases, by-products are classified in the same industry group as the
primary product. For example, wool grease is classified under ISIC industry group
3211 (Spinning, weaving and finishing textiles) and cotton linters are classified in
industry group 3115 (Manufacture of vegetable and animal oils and fats). Waste pro-
ducts were similarly treated except for wastes resulting from the working of basc
metals. DBecause such wastes are the output of a number of industry groups chiefly
fzlling in division 38 of the ISIC, and because no particular industry group within
the division can be considered the primary scurce of such wastes, 1t was decided to
classify waste and scrap base metal to ISIC division 38 and not tc any one of the
industry grecups under that division. A note in the annex explains this treatment.

B. Considerations relating to particular industry groups

1. Printing., publishing and allied industries

55. Under industry group 3420 (Printing, publishing and allied industries), there
are classes for the different types of publications produced: newspapers, boocks and
pamphlets, musical works etc. Bach c¢f these classes i1s further divided into two
types of subclasses; one type covers the complete product and the other type covers
only the mechanical cperations {printing, binding ete.) involved in producing a pub-
lication. In other words, parts of books were considered important enough to warrant
their own subclasses. The mechanical operations are frequently underfaken on a fee
or contract basis and the subclasses covering such operaticns are therefore defined
in these terms. The same mode of operation is very frequently employed in other in-
dustries, e.g., in the painting, galvanizing, plating and pclishing of metal products,
and separate subclasses are provided for such output. Contract work also occurs
frequently in the textile, wearing apparel and leather industries, amongst others,
but special subclasses were not provided because of the need to control the classifi-
cation's size.

11/

2, Construction—

56. The present version of the classification of construction differs somewhat from
that in the earlier version of the ICGS. In addition to finished buildings, struc-
tures and other works, which are the output of general contractors, the output of
special trade contractors (such as electrical work, masonry, carpentry, painting, etec.)
is now alsgo distinguished. While the output of such units can be considered to be
parts of structures, it 1s useful to raise distinct categories concerning it.

57. The present version alsoc modifies the arrangement of classes and subclasses to
give more weight to the criterion of end-use at both the six- and eight-digit levels.
Technology 1s zlso important, especially at the eight-digit level. General contrac-
tors frequently specialize in certain broad fields of construction distinguished in

l;/ The SITC does not include categories for bulldings ete. or for the output
of service industries. Subclasses covering goods and services absent from the SITC
are denoted by a conventional sign (::} in place of SITC codes. There are 824 such
subclasses ).
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terms of the preceding criteries e.g., in buildings (homes, office buildings, hospi-
tals), highway construction, harbour works, bridges ete. Classes 5000.11 to 5000.19
cover buildings of all types; classes 5000.21 to 5000.27 cover works and structures
associated with transport and so forth.

58, Construction also includes the cn-gite erection of heavy industrial plants and
equipment (class 5000.51) and certain services to the mining and petroleum extraction
industries delivered on a fee or contract basis (classes 5000,61 and 5000.62).

%. Wholesale and retail trade

59. The procedure for the dissection of wholesale and retall trade was discussed in
paragraph 15, where 1t was stated that these industry groups contain all the classes
and subclasses found elsewhere in the classification that cover gocds which are
wholesaled or retalled. DBecause they are exact duplicates of the classes and sub-
classes employed for goods at thelir point of origin, they are not repeated under
wholegsaling or ~etailing. The position is fully explained in notes in the annex -
directly after the ISIC definition of industry group 6100 (Wholesale trade) and
directly after the definition of group 6200 (Retail trade). These classes and sub-
classes do not, however, cover all wholesaled or retailed goods, particularly second-
hand goocds and certain wastes. The treatment of the wholesaling and retailing of
such goods is also explained in the notes.

L, Transport, storage and machinery leasing

60. The procedure for the dissection of the transport of freight by land, sea or
air and of the storage of goods, as well as of machinery leasing, 1s the same as the
procedure employed for wholesale and retail trade. 1In each case, the position is
fully explained in notes ip the annex - directly after the ISIC definitions for the
industry groupg involved: group 7111 (Railway transport), group 7114 (Freight trans-—
port by road), group 7115 (Pipeline transport), group 7121 (Ccean and coastal water
transport)s group 7122 (Inland water transport)g group 7131 (Air transport carriers),
group 7192 (Storage and warehousing) and group 5330 (Machinery and equipment rental
and leasing). As in the case of wholesaling and retailing, certain types of trans-
ported or stored goods do not appear elseyhere in the classification, e.g., personal
and household goods, not separately identifiable. BSeparate subclasses are provided
fer such goods and, of course, for passenger transport.

5. Financial instituticns

61. The outputs of Financial institutions, industry group 8101 (Monetary institu-
tions), group 8102 (Other financial institutions) and group 8103 (Financial services)
ig classgified according to the manner in which they are usually combined. Although
each type of institution provides some unigque services, it generally also provides
many of the services of other types of finanhcial institutions. DMoreover, the orga-
nizational structure of financial ingtitutions and their operating procedures are
such as to make difficult the gathering of data on only those services which are
unigue to a single type of iastitution.

6. Public edministration and defence

62. The six~digit classes under ISIC group 9100 (Public administration and defence)
are designed to cover the purposes of government, and the eight-digit classes to
cover the types of services themselves. This arrangement was adopted to facilitate
the transposition of data classified according to kind of activity into data classi-
fied according to purposes, as required in connexion with naticnal and sccial
accounting.
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65. The special limitations on the content of the eight-digit subclasses should be
carefully noted. Most generally, 1f a particular activity of government results in
a good or service that is the same as or cleosely related to a good or service deliv-
ered by non-governmental producers, then the goods produced by both sources are
classified in the appropriate IETC group. A good example of such gocds are books,
periodicals and other printed matter produced by government printing offices.

6h. FEven if the government is the primary or scle producer, in general, the "opera-
ticnal" services, that is those which are not administrative, regulatory, research
and the like in character should be classified under the appropriate ISIC industry
group other than group 9100. Tor example, the government may operate all elementary
schools, but education services are nevertheless classified under ISIC group 9310
(Educaticn services). Bducation services alsc provide a good example of the separa-
tion of government administrative services, which is the major content of the sub-
classes under discussion, from what may be termed "operational" services, which in
most cases have to be classified under other ISIC groups. The separation of admin-
istrative services provided by government from government Yoperaticnal" services is
no doubt difficult in practice and will have tc be done on a pragmatic basis. Class
and subclass definitions under industry group 9100 provide guldelines for this.
purpose.

5. TWot all government "operational™ services are classified elsewhere. A clear
erample of "operational" services which remain classified under public administra-
tion are those provided by the armed forces. But even here, certain services orig-
inating within the armed gervices should be excluded from public administration if
possible, Jlervices provided by hospitals operated by the armed forces (base hospi-
tals and veterana' hospitals, for cxample) are classified under TSTC group 9331
(Medical, dertal and other health services) and the operation of officer training
academies and schools for other ranks, in which the curricula consist in part of
courses useful in civilian life, is classified under ISIC group 9510 (Education ser-
vices); but fthe =raining of other ranks in military science and tactics is an impor-
tant "operationa " service of the armed forces and remaing classified under the
appropriate class of putlic adwinistration and defence.

66. The services of all levels of government are indistinguishably included under
each of the classes ana subclasses of public administration. For example, law courts,
police, transport administraticon, ete., at all levels of government are combined in
appropriate subclasser. doreover, because the classes are based on purposes of gov-
ernment, all the administrative services necessary to accomplish a given purpose are
included in the subciasses under each purpose class, with the result that similar
services are Tound in tyo or more subclasses of different classes. For instance,
public information services designed to serve different governmental purpcses are
classified in eleven sunclagses under the same number of classes.

T. Medical, dental and health services

67. The six-digit classes under ISTC industry group 9331 (Medical, dental and other
health services) are designed to reflect the ways inwhich health services are delilvered
Classes cover services delivered by hospitals, by medical specialists ocutside of
hospitals, by general practitioners, etc. The services of hospitals delivered to
in-patients are considered different from related services delivered by a specialist
working in his private surgery, and from those delivered by a general practitioner.

The eight~-digit subclasses corer services for the treatment of variocus diseases and
conditions. Buch subelasses not only reflect the way the medical profession is
organized, but they also provide a basis for classifying dabta by disease or condition.
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8. Welfare institutions

68. Industry group 9340 (WEIfare institutions) contains two guite distinet types of
services, namely, the services of welfare institutions themselves and the services
cf fund-raising organizations. Like medical services, the six-digit classes of wel-
fare services reflect the fact that such services differ according to the manner in
which they are rendered. The eight-digit subclasses are based upon the type of
client to whom services are supplied. A dissection of this type provides much in-
formaticn needed in the administration of welfare services.

69. The raising of funds is not limited to funds for welfare institutions but covers
alsc the raising of funds for educational, religious, health and other institutions.
The services of foundations and philanthropic trusts engaged in dispensing funds are
considered financial services and as such are classified in industry group 8102
(Other financial institutions).

¥I. WORK TO BE DONE TO MAKE THE ICGS OPERATTONAL

70. The main task that remains in order to make the ICGS operational is to align it
with the SITC, Rev. 2. The latter has about 1,800 basic categories while the SITC,
Reviged, has approximately 1,300. Of course, the number of code changes in the SITC,
Rev. 2, exceeds 500, The SITC codes found in the ICGS have to be changed to agree
with the SITC, Rev. 2. The fact that 500 new basic categories were introduced into
the SITC, Rev. 2, does net mean that the content of ICGS subclasses has to be changed
Indeed, to the extent that the basic categories of the SITC, Rev, 2, are more homo-
genecug, the relationship between the ICGS and the SITC will be strengthened.

Tl. It was mentioned earlier that the ISCED and certain FPAO classifications were
under development at the same time as the ICGS. It is intended to take account of
changes in these other classifications before preducing a final version of the ICGS.

72, The ICGS is to be submitted to international organizations within and outside
the United Hations system, 1s to be considered at meetings of national statisticians
and is to be circulated to national statistical offices during 1974 and 1975. The
comments resulting from these consultvations will be taken into account in preparing
the final draft version of the ICGS.

T3, The final draft vergion of the ICGS will be submitted for consideration by the
nineteenth session of the Statistical Commission.
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Draft International Standard Classification of
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