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Outline of presentation

• Concepts. classifications and estimation of final 
consumption expenditure

– Households 

– Government 

– NPISHs

• Individual and collective consumption

• Actual final consumption
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Household final consumption expenditure (1/7)

• Household final consumption expenditures include:

– All purchases of consumer non-durable and durable goods except 
dwellings and valuables;

– Imputed purchases of consumer durables by financial leasing;

– Imputed gross rental for owner-occupied housing services;

– Own-account production and consumption of goods

– Bartered consumer goods and services (net);

– Domestic services provided by domestic servants;

– Goods and services in kind provided by enterprises as wages;

– Imputed financial intermediary (banking, insurance, etc.) service 
charges;

– fees paid to government and NPISHs, fees for all kinds of licences and 
permits

– Purchases by residents abroad; 

– (Minus) Purchases by non-residents at home.
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Household final consumption expenditure (2/7)

• Final consumption expenditure excludes 

– expenditure on fixed assets in the form of dwellings or on valuables.

• Dwellings are goods used by their owners to produce housing services. 
Expenditure on dwellings by households, therefore, constitutes gross fixed 
capital formation. 

• When dwellings are rented by their owners, rentals are recorded as 
output of housing services by owners and final consumption expenditure 
by tenants. 

• When dwellings are occupied by their owners, the imputed value of the 
housing services enters into both the output and final consumption 
expenditure of the owners.

• When a household includes one or more persons who own an unincorporated 
enterprise, all expenditure incurred for business purposes is excluded from 
household consumption expenditure. 

– It is necessary to ensure that only expenditure for the direct satisfaction of 
human needs and wants is included in household final consumption 
expenditure.
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Household final consumption expenditure (3/7)

• Inclusion in the HFCE of Household expenditures on particular types of goods and 
services

– Expenditures on financial services estimated indirectly

• FISIM, money changers margins (difference between average buying and 
selling prices and the actual price paid by households), insurance service 
charges, pension scheme service charg

– Services of dwellings, repairs and improvements

• Imputed value of Services of owner-occupied dwellings

• Purchases of materials used for such decoration or repairs, fees and 
service charges paid to builders, carpenters, plumbers, etc. 

– Included in HFCE if they are normally the responsibility of tenants

– Excluded from HFCE if they are normally the responsibility of owners 
(intermediate consumption)

– All repairs and maintenance of durable goods
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Household final consumption expenditure (4/7)

• Licenses and fees

– payments by households for licences to own or use 
vehicles, boats or aircraft and also licences for recreational 
hunting, shooting or fishing are treated as taxes. 

– Payments for licences to undertake a specific activity, for 
example a taxi licence, are treated as a tax on production. 

– Payments for all other kinds of licences, permits, 
certificates, passports, etc., are treated as purchases of 
services and included in household consumption 
expenditure.



Economic Commission for Africa

www.uneca.org

Household final consumption expenditure (5/7)

• HFCE is recorded at purchasers’ prices paid by households including any 
transport charges and taxes on products that are payable at the time of 
purchase

• Valuation of imputed expenditures.  

– Goods consumed out of own production is valued at purchasers’ 
prices, although it is same as basic prices, since there are no trade 
and transport margins and taxes.

– Income in kind is valued at purchasers’ prices if the employer 
purchased the products that are provided to employees. It is valued 
at producers’ prices if the products are produced by the enterprise 
itself.   
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Household final consumption expenditure (6/7)

• Valuation of purchases on credit

– The purchaser’s price does not include any interest or service charges 
that may be added when the seller arranges for credit to be provided 
to the purchaser. 

– Purchaser’s price does not include any extra charges that may be 
incurred as a result of failing to pay within the period stated at the 
time the purchases were made, such charges being effectively interest 
payments on the credit extended by the seller. 

• Data sources for estimating HFCE are the household income-expenditure 
surveys, retail trade surveys and other administrative data.  

• Commodity flow approaches are widely used to estimate the HFCE
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Household final consumption expenditure in the use table 
(7/7)

• The main data source is the household expenditure survey or the 
household income and expenditure survey (HIES)

– Supplemented with administrative data (e.g. alcohol sales, utilities 
sales to households, etc.) and commodity flow methods

• Household surveys tend to under estimate household expenditures, 
especially for services.  Therefore, even if a country has good HIES, 
commodity flow methods become necessary for validation and 
consistency of data.

• Product level break-down of household expenditures, at very detailed 
level is generally available in the surveys, which can be used to fill the 
cells in the column of HFCE in the use table.

• The HFCE estimates based on HIES and commodity flow method, at 
product level should be reconciled carefully at the time of manual 
balancing
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Adjustment items for HFCE in SUTs

Adjustment for purchases of residents abroad

• Direct purchases by residents abroad are treated as both imports and HFCE

– These values are shown in the adjustment rows 

• under imports in supply table  

• under HFCE in use table

– ESA recommends (i) distributing these expenditures to different products, 
not in a single adjustment row and (ii) allocating part of these 
expenditures to intermediate consumption in the case of business travels.

Adjustment for purchases of non-residents in the domestic market

• Direct purchases in the domestic market by non-residents are shown under 
exports and also as a negative entry under HFCE in the use table, in a 
separate row at the end of the product rows

These adjustment rows are not required if the HFCE is based on household 
expenditure survey (since it does not cover non-residents) and if balance of 
payments include data on such purchases by residents/non-residents
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Actual final consumption

• The use table also has a provision to record actual final consumption 
of households, NPISHs and general government

– Of these, conventionally, the NPISHs do not have actual final 
consumption, as their expenditures are of the nature of individual 
final consumption and, therefore, become part of household 
actual final consumption.  

– The actual final consumption of general government is its 
collective consumption expenditure. The individual consumption 
expenditure of general government becomes part of actual final 
consumption of households.  

– Thus, the actual final consumption of households includes:

• Household final consumption expenditures;

• Final consumption expenditures of NPISHs; and

• Individual final consumption expenditures of general 
government
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Government final consumption expenditure (1/4)

GFCE equals government output, less value of government sales of non-capital goods and 
services, plus social benefits in kind.

• Output of government services is measured on the cost basis

• Other government expenditures such as subsidies to industries, interest payments, costs 
of capital goods procurement, transfers, etc. do not form part of output

• Sales include receipts from fees and charges that are not economically significant and, to 
a minor extent, receipts from sales of market output

GFCE includes

• Expenditure on individual services and collective services produced by government itself 
that are supplied free or at prices not economically significant

– Individual final consumption expenditures consist services, mainly of (a) Health, (b)
Recreation, culture and religion, (c) Education, (d) Social security and welfare, and 
(e) Housing, refuse collection and sewerage.  

– Main characteristic of individual consumption expenditure is that, it must be 
possible to observe and record the acquisition of the good or service by an 
individual household or member and also the time at which it took place
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Government final consumption expenditure (2/4)

• Collective final consumption expenditures include only services with the 
following characteristics:

– (a) Collective services can be delivered simultaneously to every member 
of the community or of particular sections of the community;

– (b) The use of such services is usually passive and does not require the 
explicit agreement or active participation of all the individuals concerned;

– (c) The provision of a collective service to one individual does not reduce 
the amount available to others in the same community or section of the 
community. There is no rivalry in acquisition.

• Current expenditures defined as collective fall under the broad headings of 
general public services, defense, public order and safety, economic affairs and 
environment protection but they also include certain expenditures under 
housing, health, recreation and culture, education and social protection that 
are considered to benefit the community at large.
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Government final consumption expenditure (3/4)

• Social benefits in kind include expenditure on 
consumption goods and services purchased by 
government from market producers and supplied directly 
to households without further processing

– This is not government output, but is part of GFCE

– These goods and services are valued at purchasers’ 
prices

• The government consumption expenditures are recorded 
according to the classification COFOG 

• Sources of data are the accounts of government units at 
all levels and/or the budget documents. 
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Government final consumption expenditure in use 
table (4/4)

• For the GFCE column, it is necessary that government 
expenditures are classified under different functions (or 
purposes) of the government according to COFOG, in as much 
detail as possible

• The GFCE data can further be classified as individual 
consumption and collective consumption

• the detailed data on government expenditures compiled 
according  to COFOG can easily be translated to ISIC/CPC using 
the concordance tables available between the purposes 
(COFOG) and the industries (ISIC) and products (CPC).  

• Some developing countries show GFCE only under three broad 
product groups of education and health (individual); and Public 
administration and defence; compulsory social security 
(collective)
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Consumption expenditure of NPISHs
• NPISHs are legal or social entities created for the purpose of producing services (and 

sometimes goods) on a non-market basis

– mainly financed by donations or regular subscriptions

– not a source of income, profit or other financial gain for the units that establish, control 
or finance them. 

– can have surpluses but cannot be appropriated by those which establish them.

• Final consumption expenditures of NPISHs equals the gross output of producers of NPISHs 
services less sales of non-capital goods and services plus social transfers in kind. 

– The final expenditures of NPISHs are classified according to classification of the 
purposes of non-profit institutions (COPNI) (housing, health, recreation and culture, 
education, social protection, religion, political parties, labour and professional 
organizations) : These need to be converted to a product classification for use table.  

• By convention, the actual final consumption of NPISHs is assumed to be nil.

• Data sources:

– tax authorities collect accounts of NPISHs, though exempt from taxation..  

– economic censuses, enterprise surveys, annual accounts, labour force surveys. 

– BoP on current transfers made to NPISHs
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Final consumption expenditure and actual 
final consumption

• Total final consumption in the economy may be viewed from 
two angles. 

– It may be defined from the expenditure side as the total 
value of all expenditures on individual and collective 
consumption goods and services incurred by resident 
households, resident NPISHs and general government 
units. 

– Or, it may be defined in terms of actual final consumption 
as the value of all the individual goods and services 
acquired by resident households plus the value of the 
collective services provided by general government and 
NPISHs to the community or large sections of the

• community.
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Suggested reading material

• Handbook on SUT: Compilation, Application, and Practices 
Relevant to Africa (Draft), UNECA

• The 2008 SNA, European Commission, IMF, OECD, UN, World 
Bank, 2009; 

– Chapter 14: The supply and use tables and goods and 
services account

• Eurostat Manual of Supply, Use and Input-Output Tables, 
European Union (2008)

– Chapters 3 to 5
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