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Executive Summary



Historical View

In view of the continuous development of civilization and science and because of the
numerous amount of available statistical data, it became important to substitute manual data
processing techniques with more advanced ones. Such techniques enable us to meet the
demands of national economy and make comparisons on the international level. On this
basis, different classifications, that are considered stages of data compilation, were developed.
However, making use of them depends mostly on their types. The process of classification
takes place through dividing national economy or economic activities into branches or
sectors, and then Classifying them into more detailed classes.

Classifications vary according to objectives of data collection e.g. the International
Standard Industrial Classification of All Economic Activities, the Vocational classification,
the Central Classification of Products, Educational Attainment Classification, etc.

The First International Standard Industrial Classification was developed in 1856, it was
verified by the International Statistics Conference held in Vienna in the same year. It is a
general Classification that included 8 groups and 34 types. However, it was not
comprehensive, therefore, it was not applied. This classification was followed by another one
by the end of the previous century. In this century, many classifications were developed by
official international organizations including: the International Statistical Institute, League of
Nations, and the United Nations. The United Nations Statistical Committee put in cooperation
with UN member states the International Standard Industrial Classification of All Economic
Activities. It was adopted in 1948 by the United Nations Socio-Economic Council which
recommended this classification as a national milestone and an instrument of comparison on
the international level.

The experiences acquired from using this classification emphasize the importance of
revising its structure periodically and defining its classes and main principles. This is due to
the changes in the organization of economic activities; new activities occur within the
national economy in addition to new analytical requirements for data. Thus there is a need for
increasing, classifying, or improving them in different ways.

For this reason the UN Statistical Committee revised and edited this classification in
1956. The first edition of the classification was issued in 1958 and revised later in 1965. The
second edition was issued in 1968 and reviewed in 1979. The UN Socio-Economic Council
issued the third edition in 1989 (resolution No. (D-151). The committee recommended that
member states adopt the classification as soon as possible. The committee is not against
making modifications essential for meeting national demands, provided that such
modifications abide by the frame of the classification and that any modification (if found)
should be reported by type of economic activity for purposes pertaining to comparisons.

This classification which takes into account the demands of national economy is based
on the third International Standard Industrial Classification . It is used for a big set of
statistics that need detailed data classified by type of activity e.g. statistics pertaining to
production, national income, other economic statistics, social and demographic statistics



necessary for analyzing labor force and employments and other types of analysis. Thus, the
use of the word “Industrial” is not confined to industry but for all economic activities.

Main Principles of the Classification.

This classification mainly aims at classifying economic activities into classes, divisions,
groups, and categories hierarchically. Such a sequence enables us to identify the item by type
of activity. The classification must abide by the principle of the International Standard
Industrial Classification (third edition) to be used in making comparisons on the international
level.

In view of the fact that the data required for these statistics should be collected from
economically independent units and parties, the aim of this classification became the
organization of these units and parties according to their main economic activity. This
establishes a strong connection between such parties and the industrial classification in a way
that organizes economic activities properly. This means that these units must be as consistent
as possible in their activities to have proper rank in the classification. These units must have
control on their economic activities as well as on the process of marketing. Records necessary
for such purposes must be reserved.

Virtually, The conditions of consistency and independence are scarcely corresponding.
The more consistent the unit is, the less independent it will be, and data available on it will
be few. What solves this conflict is the independent establishment. Self-independence
condition applies to the establishment that practices a variety of activities, keeps the necessary
records, and financially independent. Data on homogenous units are more available, such
units practice one type of activity and classified as the establishments. Data could be collected
from various units, enterprises or establishments, provided that these units are defined clearly
and in detail.

This classification is not based on type of property, or legal structure, or method of
running that should come in accordance with the principles of the International Standard
Industrial Classification (third edition); it is rather based on the units that share the same
economic activity regardless of whether these units are enterprises or establishments, or a
property of public or private sectors. Furthermore, Industrial units are classified according to
their main activity regardless of whether they are operated mechanically or manually.

The most significant standards of this classification in terms of classes, divisions,
groups and categories, are related to the characteristics of activities of these units. These
characteristics have great value in determining the degree of similarity between the structures
of economic units:

1. Nature of produced items

2. Aspects of consumption.

3. Raw materials; and technology, organization, and funding of production.

When we specified the divisions of this classification, we took into account activities
within same property and differences between various enterprises in terms of size of activity
,organization, capital requirements and funding. With respect to the nature of produced items
and services, we took into consideration their physical composition, stage of classification,
and the needs they meet. This distinction between the different ranks of classification



provides a basis for classifying production units in accordance with the aspects of similarity
and correlation between the consumed raw material and the demand on items and services. In
the case of intermediate products, It might often be said that great attention has been given to
the physical composition of these items and services while the final use of items produced in
complicated production conditions is given a top priority in this classification. This priority
has a great importance upon which the International Industrial Classification depends.

The application of the International Standard Classification (third edition) in the West
Bank and Gaza Strip.

The application of the International Standard Classification. (third edition) on the
fourth-digit-level is essential in the current stage except for some divisions that don not apply
to national economy. The ISIC was adopted as a general frame work for this classification
which will be reviewed and edited in the coming stages, and; when changes occur in the
conditions of national economy.

This classification was divided into three main sections for the economic activities on
the first -digit-level; the sections were divided into divisions on the second digit-level; the
divisions into groups on the third -digit-level. the groups into categories on the fourth-digit-
level and the categories into items on the sixth-digit-level. Accordingly, this classification
contains 16 sections, 56 divisions, 143 groups, 275 categories and 2400 items.



