Comments and opinions of the Brazilian Statistical Office – IBGE on the draft Concepts Paper concerning the ISIC 2007 Revision, prepared by the Technical Subgroup -TSG.

Concerning the conceptual issues, we would mention the following points:

1. We agree that ISIC should remain an activity classification and that the present top-down approach for the determination of the principal activity by reference to the value added (or an approximate criteria) should be maintained as a general rule.

2. In relation to the definition of statistical units, it is important to let it clear that in practice the countries adopt a definition of establishment (smallest unit) in accordance to their possibility of collecting information. In Brazil, for instance, the smallest unit we are able to delineate for the collection of data is a mix of local unit and establishment: one location, one or more activity, one legal identification (usually one for each local unit, but in a few cases it might be found more than one legal identification for the same localization)

3. In relation to the treatment of the ancillary activity and the classification of ancillary units we think that it needs to be better clarified. It doesn’t seem to us that the SNA is sufficiently clear on the treatment of geographically separate ancillary units that serve more than one unit of the enterprise, specially for its consequence for the compilation of regional accounts. This is specially important in the case of Head Offices due to the fact that it is usual for big business to have their  head offices located in geographically separate units. The proposition of a dual codification in accordance to the primary industry that it serves and to its own industry seems to be the best solution. In this case we should have an specific code for Head Offices activities. 

4. In relation to the classifications principles, we agree with  the use of value added criteria for the case of vertical integration. In fact, using ISIC actual criteria for vertical integration, we have had to create quite a  number of conventions and exceptions. A list of examples in the manual will be helpful.

5. In relation to activity-product link, our experience points that the link activity-product works well for manufacture, but is not so much good for agriculture. It seems to us interesting  to look after a flexible relationship, based on empirical input and  not necessarily dogmatically pure.

6. In relation to country adaptation of ISIC, we agree with the worldwide compromise to ensure international comparability at ISIC two digit  level. In the case of Mercosul we will need, then, to build together a three digit level. 

Concerning the possible structure (tabulation categories) for revised ISIC described in the Draft Concept paper, we have the following comments:

1. Agriculture, forestry, fishing and hunting: we agree with the junction of current tabulation categories A and B

2. Mining and quarrying: we do not agree with the alternative of splitting category C in a new energy category nor with the inclusion of the remaining portions with manufacturing, although we consider useful an alternate energy category. In relation to the options mentioned in the Annex, we would stay with option C.

3. Manufacturing: we agree with the proposed treatment for repair and maintenance activities. As a matter of fact in our 2003 national revision we have created separate groups within the Divisions for those activities. For publishing and other content industries so far included in ISIC category D, we agree that those activities should be moved for a new Information category, but we do not agree with the treatment proposed for ICT  (like energy, an ICT category should stand as an alternate category). In relation to separate facilities engaged in instalation of capital equipment, we would prefer to maintain the current criteria: that includes in category F Construction only the separate facilities engaged in the instalation of capital goods that become part of the building. We do not agree with the proposal of splitting the manufacturing category into new tabulation categories by product end use. 

4. We agree with the creation of a tabulation category for Repair and Maintenance (part of category D, part of Divisions 50 and 52 and part of 72)

5. Electricity and gas: we agree with the treatment proposed for water and sewage activities moving them to a new tabulation category for Sanitation.

6. Construction: as already mentioned we do not agree to move all units specialized in the installation of machinery and other heavy equipment from tabulation category D to tabulation category F; only those units engaged in installation of equipments that become part of the building. We are not sure of the benefits of moving land subdivision and development activities from Division 70 to tabulation category F. We agree with the inclusion in that category of full converter general contractors or other units that undertake responsability for a construction project but subcontract out the actual construction work to one or more construction subcontractors.

7. Trade: we agree with the proposed content of this tabulation category. We think important the discussions on lower level breakdowns at the division level: wholesale and retail boundaries; the breakdown of retail trade in store and not in stores ( in our opinion, it should not be a first breakdown criteria; we prefer a first breakdown criteria be based in the type of merchandise traded); the combination of wholesale and retail for certain markets like motor vehicles, building material and office equipment, computers and non-customized software.

8. Accommodation and food services: no comments

9. Transport and storage: we agree with the proposed changes: communications activities into a new tabulation category for Information; and travel agents and tour operators into a tabulation grouping for administration and support services. In our opinion, the breakdown below the tabulation category for transport should be based first on mode of transportation and the next level, by type of transportation services provided.

10. Information: we agree with that new tabulation category grouping activities associated with the development of content and the dissemination of content in the information economy, but not with the inclusion  of high tech manufacturing. 

11. Finance and insurance:  we would like to discuss its current boundaries, for instance, the inclusion in this tabulation category of the activities of lessors of non-financial intangible assets – perhaps it should be better in tabulation category Real estate.

12  Real estate, rental and leasing: we agree with this breakout of tabulation category K. As mentioned before, we would like to discuss the treatment of the activities of lessors of non-financial intangible assets, moving it from tabulation category Finance and insurance to tabulation category Real estate, rental and leasing. We would like to know the reasons to include leasing and renting activities in an Administrative and support services group rather than with Real estate.

13 Professional, scientific and technical services – we consider most useful the additional breakout of  current tabulation category K in “professional, scientific and technical services” and  “ administrative and support services”. Some professional and technical activities, specially the new ones, are not well treated in ISIC 3.0 and due to the lack of  a better solution they go to 7499 Other business activities n.e.c.

14 Administrative and support services: we would like to discuss the treatment of employment services, when they should be included as support services and when they are outsourcing of specialized workers and should be included at the specific activity of the unit they serve. Should packaging activities be considered as support services? There are many others outsourcing activities in the industrial process whose treatment in ISIC  need to be reviewed. 

15 Public Administration: for sure the boundaries of this tabulation category requires additional discussion. So far, in Brazil, this category includes exclusively the services that are of strict Government competence. But due to the increasing outsourcing practice in Governmental services, we feel that we will need to reformulate our criteria. 

16 Sanitation: we agree that this new tabulation category includes sewage and refuse disposal, sanitation and similar activities, collection, purification and distribution of water. We are not sure if it should include part or all division 37 Recycling.

17 Education: in this tabulation category our problems are related to the treatment of support activities and the boundaries between education and training. There are an increasing number of units engaged in some type of training – should they be treated as educational unit or business services? 

18 Health care and social assistance: in our 2003 revision we have already moved early childhood education activities from tabulation category Health care and social assistance to tabulation category Education.

19 Arts, entertainment and recreation – the boundaries between culture and information activities need to be discuss. 

20 Other services: no comments

21 Private households: no comments

22 Extraterritorial bodies: no comments

With best wishes for 2003 

Sincerely yours

Magdalena Cronemberger Góes

IBGE    Brazil

