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Note for reviewers

As new economic developments occur and needs in economic analysis change, underlying tools, such as economic classifications, have to reflect these new conditions. The revision of the International Standard Industrial Classification of All Economic Activities (ISIC) is being conducted in this context.

The revision of ISIC pursues a number of goals, such as to adapt the classification to the changed economic situation in the world, reflect the needs of countries in different phases of economic development, improve the relationship of ISIC to other important activity classifications in use around the world and to provide guidance to users of the classification through detailed explanatory notes.

The current document is the third in a series of consultation documents in the revision process of ISIC. It provides a complete draft of the proposed ISIC structure with a complete set of explanatory notes. Also included in the document is a discussion related to the use of value added for mixed activities. In previous discussions, the majority of countries have favored the use of value added as the universal criterion for determining the primary activity of a unit, even in the case of vertical integration. This document discusses options of how to make this universal rule operational.

Comments are expected on all parts of this document, including a) the detailed aggregation structure as such, b) the definition of individual categories, c) the discussion on the use of value added. Comments on the structure can range from requests for additional detail over requests for collapsing certain categories in this structure to completely different concepts of definition and aggregation. The document also includes a number of comments on individual categories, to which additional reactions are expected. 

Please note that the top-level structure as proposed by the Expert Group on International Economic and Social Classifications has been approved by the United Nations Statistical Commission as the basis for the detail work on ISIC. Changes to the higher levels of the classification will therefore be more difficult to accept at his point and would need more extensive rationalizations. 

To facilitate the review process, comments on this document should reference the codes used in this draft.

This document should be discussed with data producers, data users and other stakeholders in your county. Your comments should reflect your countries consolidated position on these issues.

Comments should be sent by 15 November 2004 by e-mail to the UN Classifications Hotline (CHL@un.org), by fax (1 212 963-1374) or mail to:

United Nations Statistics Division

Attn: Statistical Classifications Section

DC2-1522, 2 UN Plaza

New York, NY 10017, USA
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ISIC Rev.4 draft explanatory notes

C
Manufacturing

Manufacturing comprises the physical or chemical transformation of materials, substances, or components into new products. The materials, substances, or components transformed are raw materials that are products of agriculture, forestry, fishing, mining or quarrying as well as products of other manufacturing activities.

The units in the manufacturing section are often described as plants, factories or mills and characteristically use power-driven machines and materials-handling equipment. However, units that transform materials or substances into new products by hand or in the worker's home and those engaged in selling to the general public of products made on the same premises from which they are sold, such as bakeries and custom tailors, are also included in this section. 

Manufacturing units may process materials or may contract with other units to process their materials for them. Both types of units are included in manufacturing.

The new product of a manufacturing unit may be finished in the sense that it is ready for utilization or consumption, or it may be semi-finished in the sense that it is to become an input for further manufacturing. For example, the product of the alumina refinery is the input used in the primary production of aluminium; primary aluminium is the input to an aluminium wire drawing plant; and aluminium wire is the input for a fabricated wire product manufacturing unit.

Assembly of the component parts of manufactured products is considered manufacturing. This includes the assembly of manufactured products from either self-produced or purchased components. 

Assembly and installation of machinery and equipment, when carried out as a specialized activity, is classified in 3320. 

Assembly and installation of machinery and equipment that are performed as a service incidental to the sale of the goods by a unit primarily engaged in manufacturing, wholesale trade or retail trade, are classified with its main activity.

Specialized maintenance and repair of industrial, commercial and similar machinery and equipment is, in general, classified in division 33 (Repair, maintenance and installation of machinery and equipment). However, the repair of computers and personal and household goods is classified in division 85 (Repair of computers and personal and household goods), while the repair of motor vehicles is classified in division 42 (Wholesale and retail trade and repair of motor vehicles and motorcycles). 

Substantial alteration, renovation or reconstruction of goods is generally considered to be manufacturing.

Manufacture of specialized components and parts of, and accessories and attachments to, machinery and equipment is, as a general rule, classified in the same class as the manufacture of the machinery and equipment for which the parts and accessories are intended. Manufacture of unspecialized components and parts of machinery and equipment, e.g. engines, pistons, electric motors, electrical assemblies, valves, gears, roller bearings, is classified in the appropriate class of manufacturing, without regard to the machinery and equipment in which these items may be included. However, making specialized components and accessories by moulding or extruding plastics materials is included in class 2220.

The recovery of waste, i.e. the processing of waste into secondary raw materials is classified in class 3730 (Materials recovery).

Remark: The boundaries of manufacturing and the other sectors of the classification system can be somewhat blurry. As a general rule, the units in the manufacturing sector are engaged in the transformation of materials into new products. Their output is a new product. However, the definition of what constitutes a new product can be somewhat subjective. As clarification, the following activities are considered manufacturing in ISIC:

· Milk pasteurizing and bottling (see 1050)

· Fresh fish processing (oyster shucking, fish filleting), not done on a fishing boat (see 1020)

· Printing and related activities (see 1811, 1812)

· Ready-mixed concrete production (see 2395)

· Leather converting (see 1511)

· Wood preserving (see 1610)

· Electroplating, plating, metal heat treating, and polishing (see 2592)

· Rebuilding or remanufacturing machinery (e.g., automobile engines, see 2910)

· Tyre retreading (see 2211)

Conversely, there are activities that though sometimes considered manufacturing, are classified in other sections of ISIC (in other words, they are not classified as manufacturing). They include:

· Logging, classified in section A (Agriculture, forestry and fishing);

· Beneficiating of agricultural products, classified in section A (Agriculture, forestry and fishing); 

· Beneficiating of ores and other minerals, classified in section C (Mining); 

· Construction of structures and fabricating operations performed at the site of construction, classified in section F (Construction);

· Activities of breaking bulk and redistribution in smaller lots, including packaging, repackaging, or bottling products, such as liquors or chemicals; the customized assembly of computers; sorting of scrap; mixing paints to customer order; and cutting metals to customer order, produce a modified version of the same product, not a new product, and are classified to section G (Trade).

15
Manufacture of leather and related products

This division includes dressing and dyeing of fur and the transformation of hides into leather by tanning or curing and fabricating the leather into products for final consumption. It also includes the manufacture of similar products from other materials (imitation leathers or leather substitutes), such as rubber footwear, textile luggage etc. The products made from leather substitutes are included here, since they are made in ways similar to those in which leather products are made (e.g. luggage) and are often produced in the same unit.

151
Tanning and dressing of leather; manufacture of luggage, handbags, saddlery and harness; dressing and dyeing of fur

1511
Tanning and dressing of leather; dressing and dyeing of fur

This class includes:

· production of tanned leather

· manufacture of chamois dressed, parchment dressed, patent or metallized leathers

· manufacture of composition leather

· dressing and dyeing of fur skins and hides with the hair on: scraping, currying, tanning, bleaching, shearing and plucking and dyeing of fur skins

This class excludes:

· production of hides and skins as part of ranching, see 0141, 0142, 0143, 0149

· production of hides and skins as part of slaughtering, see 1010

· manufacture of leather apparel, see 1410

· tanning or dressing of fur skins or hides with the hair on, see 1420

· manufacture of imitation leather not based on natural leather, see 1311, 2219, 2220

1512
Manufacture of luggage, handbags and the like, saddlery and harness

This class includes:

· manufacture of luggage, handbags and the like, of leather, composition leather or any other material, such as plastic sheeting, textile materials, vulcanized fibre or paperboard, where the same technology is used as for leather

· manufacture of saddlery and harness

· manufacture of non-metallic watch straps

· manufacture of diverse articles of leather or composition leather: driving belts, packings etc.

· manufacture of shoe-lace, of leather

· manufacture of horse whips and riding crops

This class excludes:

· manufacture of leather wearing apparel, see 1410

· manufacture of leather gloves and hats, see 1410

· manufacture of footwear, see 1520

· manufacture of metallic watch straps, see 3211

· manufacture of saddles for bicycles, see 3092

· manufacture of linemen's safety belts and other belts for occupational use, see 3250

152
Manufacture of footwear

See class 1520.

1520
Manufacture of footwear

This class includes:

· manufacture of footwear for all purposes, of any material, by any process, including moulding

· manufacture of gaiters, leggings and similar articles

· manufacture of leather parts of footwear: manufacture of uppers and parts of uppers, outer and inner soles, heels etc.

This class excludes:

· manufacture of footwear of textile material without applied soles, see 1410

· manufacture of footwear of asbestos, see 2399

· manufacture of orthopaedic shoes, see 3250

· manufacture of plastic footwear parts, see 2220

· manufacture of rubber boot and shoe heels and soles and other rubber footwear parts, see 2219

· manufacture of wooden shoe parts (e.g. heels and lasts), see 1629

