 SEQ CHAPTER \h \r 1Conversion to the North American Industry Classification System
This release of data for the fourth quarter of 2001 reflects the conversion of the Quarterly Financial Report to the North American Industry Classification System (NAICS) from the Standard Industrial Classification (SIC) system.  With NAICS, there are major changes in how industries are defined, requiring the movement of many corporations to different industry categories.  All data in this report, including estimates for Fourth Quarter 2000 through Third-Quarter 2002, which were previously published on an SIC basis, were developed from samples of corporations selected on a NAICS basis.

Nearly all published industry groupings have been affected by the conversion to NAICS.  Major changes include the following:

· Publishing, part of SIC Manufacturing Major Group 27, has been deleted from the Manufacturing sector, and Eating and Drinking Places, SIC Retail Trade Major Group 58, (included in All Other Retail Trade in the SIC Publication) has been deleted from the Retail Trade sector.  These industries have been moved to NAICS sectors outside of Manufacturing, Mining and Trade.  Printing and Related Support Activities, the remainder of SIC 27, now comprises NAICS subsector 323.

· A new group has been created, NAICS subsector 334, Computer and Electronic Product Manufacturing.  This group is primarily comprised of parts of SIC Major Groups 35 Machinery, Except Electrical; 36, Electrical and Electronic Equipment; and 38, Instruments and Related Products.  The new group presents for the first time separate financial data for manufacturers of Computer and Peripheral Equipment, as well as for Communications Equipment.

· Most of the remainder of SIC Major Group 35, Machinery, Except Electrical, is now included in NAICS subsector 333, Machinery Manufacturing; and the remainder of SIC Major Group 36, Electrical and Electronic Equipment, is in NAICS subsector 335, Electrical Equipment, Appliance and Component Manufacturing.

· SIC Major Group 38, Instruments and Related Products, was reorganized with the major sections moving to NAICS subsector 334, Computer and Electronic Product Manufacturing; NAICS subsector 333, Machinery Manufacturing, and NAICS subsectore 339, Miscellaneous Manufacturing.

· Food Manufacturing, NAICS subsector 311, and Beverage and Tobacco products Manufacturing, NAICS subsector 312, previously combined on an SIC basis, are now published separately.

· NAICS subsector 331, Primary Metal Manufacturing, formerly SIC Major Group 33, has a new industry group, Foundries.  Foundries was previously included in the SIC Ferrous and Non-Ferrous categories.

· A number of other NAICS groups, while largely consistent with their SIC counterparts, have small but noticeable changes due to the transfer of certain product lines from one group to another.  Once example is NAICS subsector 336, Transportation Equipment Manufacturing, which includes products such as vehicle seating, lighting, and air-conditioning that were not part of SIC 37, Transportation Equipment.

· NAICS expands the definition of Manufacturing to include companies that perform the entrepreneurial functions of manufacturing, but contract out the actual making of the product.  This includes companies contracting overseas for manufacturing their products.   The operations of those foreign plants are not fully consolidated in the financial reports, but are reported on the equity or cost basis of accounting.  This change resulted in the reclassification of a number of companies from Wholesale Trade in the SIC publication to Manufacturing in the NAICS publication.

For a comprehensive treatment of the SIC to NAICS Conversion, see the 1997 NAICS manual, or visit the NAICS Web site at http://www.census.gov/epcd/www/naics.html
