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Understanding the International Standard Industrial Classification
(ISIC)

In a global economy where data flows across borders as freely as trade, the ability to compare economic
activities accurately is essential. This is precisely where the International Standard Industrial
Classification (ISIC) comes into play. Developed and maintained by the United Nations Statistics
Division (UNSD), ISIC is the international benchmark for categorizing economic activities into a coherent
and uniform structure. It provides a common language for economists, statisticians, policymakers, and
businesses worldwide to analyze production, employment, and value added across industries. Without a
standardized system, cross-country comparisons of industrial performance would be almost
impossible—imagine trying to compare "manufacturing” in one country against "industry" in another
without knowing what each label truly means. This article delves deeply into the structure, purpose,
revisions, and practical applications of ISIC, offering a clear and comprehensive guide for anyone
seeking to understand this cornerstone of economic data.

The ISIC system is far more than a simple list of industry names. It is a hierarchical classification that
organizes economic activities into progressively detailed categories: sections (alphabetical), divisions
(two-digit), groups (three-digit), classes (four-digit), and in some cases, subclasses (five-digit). This
hierarchical design allows users to work at varying levels of granularity depending on their needs. A
macro-economist analyzing broad structural changes might focus on sections (e.g., Manufacturing,
Agriculture), while a market researcher identifying niche opportunities might drill down to four-digit
classes (e.g., Manufacture of pharmaceutical products). The system is exhaustive—every economic
activity, from farming to software publishing to waste management, has a place within the
classification. This universality is what makes ISIC the essential foundation for the System of National
Accounts (SNA) and a wide range of international statistical standards.

The Historical Evolution of ISIC

The roots of the International Standard Industrial Classification date back to the mid-20th century. The
first version—ISIC Rev.1—was adopted by the United Nations Economic and Social Council in 1948. The
motivation was straightforward: after World War II, nations needed a better way to reconstruct
economies and foster international trade. Existing national classifications were incompatible, hampering
data aggregation. ISIC Rev.1 provided 10 major divisions (equivalent to today's sections) covering
agriculture, mining, manufacturing, construction, services, and others. Over the decades, the
classification underwent several revisions to keep pace with economic transformation. The most
significant changes came with ISIC Rev.2 (1968), Rev.3 (1989), Rev.3.1 (2002), Rev.4 (2008), and the
latest ISIC Rev.5, which was introduced in 2024, though many countries still operate on Rev.4. Each
revision reflects shifts in technology, globalization, and the emergence of new industries—such as
information technology, biotechnology, and renewable energy. The process is collaborative, involving
national statistical offices, international organizations, and subject matter experts. The goal remains
constant: a classification that accurately represents the current structure of the world economy.

Structure and Coding System of ISIC

Understanding ISIC's structure is critical for anyone who works with economic data. At the highest level,
ISIC Rev.4 (the version still most widely used as of 2025) contains 21 sections, labeled A through U.
Each section groups broadly related activities. For example, Section C is "Manufacturing," Section G is
"Wholesale and Retail Trade," and Section ] is "Information and Communication." Below the sections,
the classification divides into 88 divisions, 238 groups, and 419 classes. The coding uses a numerical
system: divisions are two-digit codes (e.g., 10 - Manufacture of food products), groups are three-digit
(e.g., 101 - Processing and preserving of meat), and classes are four-digit (e.g., 1010 - Processing and
preserving of meat). This numeric coding ensures consistent referencing across datasets. For instance,
the code 6201 appears in ISIC Rev.4 as "Computer programming activities" (Section J, Division 62,
Group 620, Class 6201). This structure enables users to aggregate data at any level with confidence,
knowing that the underlying definitions are harmonized internationally.

Key Sections in ISIC Rev.4

e Section A: Agriculture, Forestry and Fishing

e Section B: Mining and Quarrying

e Section C: Manufacturing

e Section D: Electricity, Gas, Steam and Air Conditioning Supply

e Section E: Water Supply; Sewerage, Waste Management and Remediation Activities

e Section F: Construction

e Section G: Wholesale and Retail Trade; Repair of Motor Vehicles and Motorcycles

e Section H: Transportation and Storage

e Section I: Accommodation and Food Service Activities

e Section J: Information and Communication

e Section K: Financial and Insurance Activities

e Section L: Real Estate Activities

e Section M: Professional, Scientific and Technical Activities

e Section N: Administrative and Support Service Activities

e Section O: Public Administration and Defence; Compulsory Social Security

e Section P: Education

e Section Q: Human Health and Social Work Activities

e Section R: Arts, Entertainment and Recreation

e Section S: Other Service Activities

e Section T: Activities of Households as Employers; Undifferentiated Goods- and Services-
Producing Activities of Households for Own Use

e Section U: Activities of Extraterritorial Organizations and Bodies

This breadth ensures that every conceivable economic activity, from traditional farming to the most
modern digital services, is captured. The classification also includes residual categories (e.g., "Other
manufacturing n.e.c.") for activities that do not fit neatly elsewhere, maintaining exhaustiveness without
forcing unnatural groupings.

Downloaded from tracker.dreammachineusa.org by Harper & Jeramiah ¢ Books are a uniquely portable magic. ¢ Page 1



Why ISIC Matters: Applications and Benefits

The International Standard Industrial Classification is not just a technical tool; it has far-reaching
practical consequences. As an SEO writer, think of it as the meta tag for the global economy—it
structures information for retrieval and comparison. Here are the primary applications:

1. National Accounts and GDP Calculation: Every country's statistical office uses ISIC (or a
national classification fully comparable to ISIC, such as NACE in the EU or NAICS in North America)
to calculate gross domestic product by industry. The same classification allows the UN and World
Bank to compile global aggregates.

2. International Trade Analysis: ISIC is often used alongside the Harmonized System (HS) and the
Central Product Classification (CPC) to link production data with trade data, enabling analysts to
understand which industries are exporting and importing.

3. Policy Formulation: Governments rely on ISIC-based data for industrial policy
targeting—identifying which sectors need support, where jobs are created, and how structural
changes (e.g., shift from manufacturing to services) affect employment.

4. Business and Market Research: Companies use ISIC codes to segment markets, analyze
competitors, and assess industry risk. For example, a venture capital firm might use ISIC codes to
filter startups by sector.

5. Environmental and Social Statistics: ISIC serves as the backbone for classifying emissions by
industry, occupational injury data, and even energy consumption patterns.

ISIC and Other Classification Systems: The Ecosystem

The International Standard Industrial Classification does not exist in isolation. It is part of a family of
international economic classifications maintained by the UNSD. Understanding these relationships
enhances your ability to work with economic data. The three core classifications are:

* ISIC: Classifies productive economic activities (what establishments do).

¢ CPC (Central Product Classification): Classifies goods and services (outputs).

e COICOP (Classification of Individual Consumption According to Purpose): Classifies
household expenditure purposes.

The links between ISIC and CPC are particularly strong. For example, if you know the ISIC code of a
manufacturing plant (e.g., 2011 - Manufacture of basic chemicals), you can infer the typical products it
produces (CPC codes starting with 34 - Basic chemicals). Similarly, many countries use national
adaptations of ISIC—like the NACE (Statistical Classification of Economic Activities in the European
Community) and ANZSIC (Australian and New Zealand Standard Industrial Classification)—that are
directly mapped to ISIC at the four-digit level. This harmonization ensures that data from different
sources can be integrated seamlessly, making ISIC the linchpin of global economic statistics.

How to Use ISIC Codes in Practice

Are you a researcher, business owner, or policy analyst needing to classify an economic activity? Here is
a step-by-step guide to using ISIC:

1. Identify the primary activity: What is the main source of revenue or the core function of the

entity? If a company both manufactures and retails products, you generally classify by the activity
that contributes the most value added.

2. Start at the section level: Determine which broad section (A to U) best fits the activity. For
instance, a factory making smartphones is clearly manufacturing - Section C.

3. Navigate down the hierarchy: Use the ISIC structure (division = group - class) to narrow
down. For smartphones, you would go to Division 26 (Manufacture of computer, electronic and
optical products), then Group 261 (Manufacture of electronic components and boards), and finally
Class 2620 (Manufacture of computers and peripheral equipment). Note: ISIC Rev.4 does not have
a separate class for smartphones; they are captured under 2620 as a type of computer. This
highlights the need for careful interpretation.

4. Use official correspondence tables: If you have data classified under a national standard (e.g.,
NAICS in the U.S.), use the UNSD's correspondence tables to convert to ISIC. These tables map
codes from one system to another, often at the four-digit level.

5. Refer to explanatory notes: Each ISIC class includes detailed descriptions and examples of
included and excluded activities. For example, the class 6201 (Computer programming activities)
explicitly includes "design of the structure and content of databases" but excludes "data
processing and hosting" (which is 6311). Paying attention to these notes prevents
misclassification.

Challenges and Limitations of ISIC

No classification system is perfect, and the International Standard Industrial Classification has its share
of critics and challenges. One common issue is the speed of adaptation: the digital economy, gig work,
and platform-based services have evolved faster than the revision cycle of ISIC. For instance, activities
like ride-hailing (e.g., Uber) could be classified under transportation (Section H) or information services
(Section J) depending on interpretation. The UNSD provides guidance, but ambiguity remains. Another
limitation is that ISIC is designed for establishments (physical locations) rather than enterprises. In an
era of conglomerates and cross-sectoral integration, a single enterprise may have multiple ISIC codes
across its establishments, complicating firm-level analysis. Additionally, the classification is based on
the primary activity, which can obscure secondary but growing revenue streams. Despite these flaws,
ISIC continues to be the most widely accepted framework for industrial classification, and periodic
revisions (now under ISIC Rev.5) aim to address these gaps. For instance, Rev.5 introduces new
categories for information service activities, such as web portals and data processing, reflecting the
ascendance of the digital sector.

The Future: ISIC Rev.5 and Beyond

The latest iteration, ISIC Rev.5, was adopted by the United Nations Statistical Commission in 2024 and
will be implemented by national statistical offices in the coming years. Rev.5 retains the overall
hierarchical structure but modernizes several sections. Notable changes include the splitting of Section J
(Information and Communication) into more granular groups to account for new digital services like
cloud computing, social media platforms, and online advertising. Additionally, new classes have been
created for renewable energy generation (e.g., solar power) and for waste management activities that
support a circular economy. The revision also improves the alignment with the North American Industry
Classification System (NAICS) and the European NACE, making international comparisons even
smoother. For users of IS



