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U.S. Experience with Auxiliary Units under NAICS 
 
 

The U.N. 1993 System of National Accounts (SNA), the International Standard Industrial 
Classification (ISIC), the old U.S. Standard Industrial Classification (SIC), and the newer 
U.S.-Canadian-Mexican North American Industry Classification System (NAICS) were 
all designed to provide industry classifications for grouping establishments rather than 
enterprises or firms.  An establishment is the smallest operating entity for which records 
provide information on the cost of inputs used to produce a unit of output.  The 
establishment is generally a single physical location.  An enterprise (company) may 
consist of one or more establishments potentially at multiple locations. 
 
In large enterprises, many establishments exist solely for the purpose of serving other 
establishments of the same enterprise and are called, in the old SIC system—auxiliary 
establishments, and in the ISIC—ancillary units.  Thus, industry classification systems 
prior to NAICS generally distinguished two types of establishments – operating 
establishments and auxiliary establishments.  
 
Operating establishments produce goods or services for sale to units of other enterprises, 
households, and government under the SIC and the ISIC.  Operating establishments also 
include establishments that produce goods for primary use by other establishments of the 
same enterprise -- captive goods-producing establishments.  These captive goods-
producing establishments are classified according to the primary activity of the 
establishment.  For example, an establishment that produces brake-parts for primary use 
in an enterprise’s auto manufacturing facility will be classified in the motor vehicle parts 
and accessories industry. 
 
Auxiliary establishments are units that produce support services not intended for use 
outside the enterprise under the SIC and the ISIC.  These captive services-providing 
establishments are classified according to the industry of the establishment they serve 
(including location).  For example, an establishment that produces computer-aided design 
for primary use in an enterprise’s auto manufacturing facility will be classified in the 
motor vehicle industry.  
 
The purpose of this paper is to summarize the U.S. Bureau of Economic Analysis’ (BEA) 
experience with measuring the output and inputs of NAICS-defined auxiliary units that 
produce captive services for other units within the same enterprise.  The paper addresses 
the following issues as they relate to BEA’s industry and regional economic accounts: 

• How the output of auxiliary units is measured; 
• How the output of auxiliaries is distributed to the industries served; 
• What is the relative size and distribution of auxiliary activities within the U.S. 

economy; and 
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• How auxiliaries are treated in the regional accounts. 
Information on auxiliaries, including the survey forms used to collect data, is available 
from the U.S. Census Bureau’s Web site at www.census.gov.  Some of these materials 
are reproduced in the appendix at the end of this paper. 

Production by auxiliaries and its use  
The North American Industry Classification System (NAICS) used by the United States, 
Canada, and Mexico defines an auxiliary as an establishment of an enterprise (company) 
that exists solely to serve other establishments of the same enterprise.1  Auxiliaries create 
output as they carry out support activities, such as warehousing, transportation, or 
management services, for other establishments within the enterprise to which they 
belong.  Auxiliaries also may sell their services to establishments outside the enterprise, 
but such activities are secondary to their primary activity which they provide without 
explicit charge.   
 
The NAICS is based on the principle that establishments should be grouped together 
based on their production processes.  Auxiliary establishments that carry out support 
activities for their enterprise are classified according to the NAICS code related to the 
activity performed.  In other words, auxiliary establishments are grouped with operating 
establishments performing the same activities.  A list of NAICS industries from the 2002 
Economic Census that includes these auxiliary establishments is provided in table A 
below.  Separate Economic Census questionaires were developed for sector specific 
enterprise support establishments.  In addition, there is a separate sector in NAICS:  
Management of companies and enterprises, which includes industry 551114, Corporate, 
subsidiary, and regional managing offices. 
 

Table A.  2002 NAICS Industries with Auxiliary Establishments 
NAICS Code Description 

NAICS 484, 488, 492 Truck transportation; Support activities for transportation; Couriers and 
messengers 

NAICS 4931 Warehousing and storage 
NAICS 5182 Data processing and related services 
NAICS 54 except 5412, 5417 Professional and technical services except Accounting and bookkeeping 

services and Scientific research and development services 

NAICS 5412 Accounting and bookkeeping services 
NAICS 5417 Scientific research and development services 
NAICS 55 Management of companies and enterprises 
NAICS 5613, 5614, 5615 Employment services; Business support services; Travel arrangement and 

reservation services 
NAICS 5612, 5616, 5617, 
5619, 562 

Facilities support services; Investigation and security services; Services 
to buildings and dwellings; Other support services; Waste management 
and remediation services 

                                                 
1 North American Industry Classification System, United States, 2002, page 22. 
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NAICS 611 Educational services 
NAICS 811, 812 Repair and maintenance; Personal and laundry services 
 
Output is preferably measured by the receipts of the establishment.  In a market economy, 
receipts reflect the cost of producing the good or service as well as the return to the 
producer – the profit.  When the goods or services of an establishment are not sold in the 
market, an alternative measure of output is needed.  A commonly used convention is to 
measure the output of such an establishment as the sum of its operating expenses.   
 
In the U.S. industry accounts, the measure of auxiliary industry output is the sum of 
expenses, as collected by U.S. Census Bureau.  Although Census Bureau collects receipts 
of auxiliaries, those receipts are not generally used as a measure of output because 
auxiliary receipts do not necessarily reflect the cost of producing all of the auxiliary’s 
services.   
 
For 2002, the Economic Census collected 19 types of expenses from auxiliaries, plus a 
total for all expenses.  In addition, each auxiliary was asked to identify whether the 
expense was paid for the auxiliary itself or for other establishments of the enterprise.  The 
19 subcategories of expenses consist of the following:  

(1) administrative and management consulting 
(2) accounting, auditing and bookkeeping 
(3) advertising 

   (4) communications 
(5) computer services 
(6) depreciation 
(7) electricity 
(8) fringe benefits 
(9) fuels for heat or power 
(10) legal services 
(11) materials and supplies 
(12) other utilities 
(13) other expenses 
(14) payroll 
(15) rental payments for machinery and equipment 
(16) rental payments for buildings and structures  
(17) repair and maintenance for machinery and equipment 
(18) repair and maintenance for buildings and structures 
(19) taxes 
 

For the U.S. accounts, auxiliary industry output was measured as the sum of the expenses 
for each type of auxiliary.  Because not every auxiliary reported their expenses to the 
Census Bureau, BEA extrapolated the reported values by employment to arrive at an 
estimate for all establishments. 
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Inputs to auxiliaries are the expenses collected by the Census Bureau.  The broad expense 
categories collected by the Census Bureau, such as fuels or materials and supplies, are 
then further disaggregated in the I-O accounts to item codes, the most detailed type of 
goods or services identified in the accounts.  The input pattern of similar operating 
establishments is used to identify the appropriate item codes within each input category.  
 
The commodity output of auxiliaries is equal to the industry output of auxiliaries.  The 
commodity output is distributed to the industries served by the auxiliary establishments 
as well as to final users.  For the 2002 Economic Census, the Census Bureau is providing 
special data tabulations of data that link the major sectors (2-digit NAICS level) served 
by each auxiliary group (3-digit NAIC level).  This information is important for the 
allocation of auxiliary services to using industries in the I-O use table. 
 
Effects of auxiliaries in the 1997 benchmark I-O accounts 
Prior to NAICS, auxiliaries were classified as being part of the industry that used their 
services.  For example, a plant that produces soft drinks uses the services of a central 
administrative office (CAO) that is located outside of the plant.  This CAO handles 
activities such as paying invoices and providing payroll services for the soft drink plant.  
Under the pre-NAICS treatment, the intermediate purchases of the CAO were included in 
the intermediate purchases of the soft drink plant, and the compensation, the indirect 
business tax and nontax liability, and the depreciation expenses of the auxiliary were 
reflected in the value added of the soft drink plant.  In contrast, in NAICS, the services 
the CAO provides are measured as separate economic activities rather than grouped with 
the economic activities of the soft drink plant, and the services provided by auxiliaries are 
explicitly measured and treated as output.  Auxiliary value added, intermediate purchases 
and output are grouped with similar operating establishment activity, and the auxiliary 
services are shown as purchases by the industries served.  The important change is that 
the activities of the auxiliaries are grouped in industries with similar production 
processes. 
 
For 1997, the Census Bureau provided data for auxiliaries on a NAICS basis as well as a 
pre-NAICS basis.  For comparison, these data were used to prepare rough approximations 
of output, intermediate purchases, and value added on both a NAICS basis and a pre-
NAICS basis.  Although rough, these approximations provide a means of gauging the 
effects of the new treatment at an aggregate level and give an indication of the major 
shifts that have resulted.  The results are shown in table B. 
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Table B.  The Impact of NAICS Auxiliaries on Industries in the 1997 Benchmark I-O Accounts  

(Billions of dollars) 
After NAICS 

  

Natural 
resources 
and mining 

Utilities and 
construction Manufacturing Trade 

Transportation 
and 

warehousing 
Information Services 

& Other Total 

Total intermediate inputs 277  494  2,531  605  273  302  2,035  6,517  
   All Other Intermediate 263  492  2,361  505  266  296  1,994  6,177  
   Auxiliaries 14  2  170  100  7  6  41  340  
           
Total value added 178  464  1,254  968  247  367  4,868  8,346  
  Compensation of employees 55  296  722  546  165  158  2,714  4,656  
  Indirect business tax and 
non tax liability 17  35  45  232  13  34  270  646  
  Other value added 106  133  487  190  69  175  1,883  3,043  
           

Total industry output 455  958  3,785  1,573  520  669  6,903  14,863 

Before NAICS 

  

Natural 
resources 
and mining 

Utilities and 
construction Manufacturing Trade 

Transportation 
and 

warehousing 
Information Services 

& Other Total 

Total intermediate inputs 267  493  2,411  534  261  296  1,915  6,177  
   All Other Intermediate 267  493  2,411  534  261  296  1,915  6,177  
   Auxiliaries 0  0  0  0  0  0  0  0  
           
Total value added 188  465  1,374  1,039  241  369  4,669  8,346  
  Compensation of employees 63  297  826  607  159  160  2,544  4,656  
  Indirect business tax and 
non tax liability 18  35  48  234  13  34  264  646  
  Other value added 107  133  500  198  69  175  1,861  3,043  
           

Total industry output 455  958  3,785  1,573  502  665  6,585  14,523 

Difference 

  

Natural 
resources 
and mining 

Utilities and 
construction Manufacturing Trade 

Transportation 
and 

warehousing 
Information Services 

& Other Total 

Total intermediate inputs 10  1  120  71  12  6  120  340  
   All Other Intermediate (4) (1) (50) (29) 5  0  79  0  
   Auxiliaries 14  2  170  100  7  6  41  340  
            
Total value added (10) (1) (120) (71) 6  (2) 198  0  
  Compensation of employees (8) (1) (104) (61) 6  (2) 170  0  
  Indirect business tax and 
non tax liability (1) 0  (3) (2) 0  0  6  0  
  Other value added (1) 0  (13) (8) 0  0  22  0  
            

Total industry output 0  0  0  0  18  4  318  340  

 



 

In the NAICS-based classification, the auxiliary industry, NAICS 55, is grouped with 
services.  The NAICS treatment of auxiliaries raises total intermediate purchases because 
it now includes the intermediate purchases by auxiliaries.  It also affects the industry 
distribution of value added because value added now includes compensation paid to the 
auxiliary’s employees, indirect business tax and nontax liabilities paid by the auxiliary, 
and depreciation of the auxiliary’s fixed capital.  In the pre-NAICS-based classification, 
the services of auxiliaries are shown as intermediate purchases of goods and services, and 
the value added of the industries that used auxiliary services was higher than the NAICS 
treatment.     
 
As a result of the new classification, total intermediate purchases were $6,517 billion, or 
about 5 percent higher than in the system prior to NAICS.  The $340 billion increase 
represents the amount of industry purchases of the new auxiliary services.  Total value 
added in the economy remained the same, but value added across industries changed. 
 
In the goods-producing sectors, value added decreased because the value-added 
components of auxiliary services were moved, and intermediate purchases increased.  
The largest impact was on manufacturing compensation, which dropped more than $100 
billion.  In the services-providing sectors, as a result of the new auxiliary treatment, 
especially the addition of the industry “management of companies and enterprises,” both 
value added and intermediate purchases were raised.  The higher value added in the 
services-providing sectors was equal to the amount of auxiliary compensation, indirect 
business tax and nontax liabilities, and depreciation that was moved from the goods-
producing industries. 

• As a result of treating auxiliaries as output-producing establishments in the 1997 
benchmark I-O accounts, total gross output was $14,863 billion, or 2.3 percent 
higher than prior to the NAICS treatment.  The $340 billion increase, the same as 
the increase in total intermediate purchases, was almost entirely accounted for by 
three auxiliaries: 

• Corporate, subsidiary, and regional managing offices, 
• Auxiliary scientific research and development, and 
• Auxiliary warehousing and storage.  

 
Measuring subnational value added for auxiliary establishments 
As discussed at the beginning of this paper, there has been an inconsistency in the ISIC 
and SIC industry classification systems’ treatment of support (captive) activity—captive 
goods-producing establishments were classified based on what they did and not on whom 
they served, while captive services-providing establishments were classified based on 
whom they served.  This inconsistent treatment has always had the potential to distort 
measurement of subnational value added.  For example, if a California-based computer-
aided design auxiliary establishment provides its services for the company’s auto 
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manufacturing facility in Michigan, its value added is allocated to the auto manufacturing 
facility in Michigan, thus overstating Michigan’s motor vehicle value added and 
understating California’s professional, scientific, and technical industries’ value added. 
 
Both the location and industry assignments of establishments providing support activities 
are relevant to the estimation of gross state product (GSP—value added—or GDP by 
state or province) because GSP is measured by place of work and by industry.  The 
primary state source data used to estimate GSP in the U.S. in the mining, manufacturing, 
and construction industries, are Census Bureau valued-added data from the economic 
censuses, and from the Annual Survey of Manufactures (ASM).  For industries defined 
on the old SIC, the Census Bureau makes no attempt to separate the value-added of 
auxiliary operations from the value-added of operating establishments for multi-
establishment companies.  Therefore, in estimating GSP, the value added of the auxiliary 
operations of these multi-establishment companies is reassigned from the state where the 
establishment they serve is located to the state where the auxiliary functions are 
performed. 
 
In the U.S. statistical system, this locational adjustment of auxiliary establishments is a 
three-step process and is documented by the U.S. Bureau of Economic Analysis.2 First, 
national data are used to establish value-added levels for auxiliary establishments for 
each industry.  Second, state-level data are used to compute the amount of auxiliary value 
added that is mis-located and therefore must be removed from each SIC industry in each 
state.  Third, the auxiliary value added removed in step 2 is relocated to states based on 
the proportion of auxiliary payrolls for each industry in each state.  The total adjusted 
value added for each industry in each state is the original value added plus the net result 
of the auxiliary value added adjustment. 
 
An example of the effect on motor vehicle manufacturing GSP of reassigning the value 
added of auxiliary establishments, for selected states, can be seen in table C. The table 
shows the results for economic census year 1992.  Michigan and Rhode Island both gain 
value added in the motor vehicle industry after adjusting for auxiliary location, while 
Georgia loses value added.  The net effect of the adjustment at the national level is zero. 
 

Table C. Adjustment to Motor Vehicles Value Added, 1992 – Selected States 
[Millions of dollars] 

State Census  
Value Added 

Value Added 
Removed 

Value Added 
Added 

Net  
Adjustment 

Adjusted 
Value Added 

Michigan 21,053,200 1,430,643 4,296,037 2,865,394 23,918,594
Georgia 2,317,200 157,462 3,060 -154,402 2,162,798

Rhode Island 8,031 546 5,532 4,986 13,017
U.S. 78,880,811 5,360,245 5,360,245 0 78,880,811

 
                                                 
2 See www.bea.gov.   
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It is important to note that, as in the above example, adjustments to value added for 
auxiliary activities correct for locational biases under the old SIC system, but do not 
correct for industrial biases.  That is, auxiliary establishments’ value added is reassigned 
to the location (state) where the support activity takes place, but remains in the industry 
which it serves.  NAICS, in contrast, corrects both the locational and industrial biases 
inherent in the old SIC system. 
 
Under NAICS, establishments are classified according to the method of production. In 
the examples above, the brake-parts establishment will continue to be classified in the 
motor vehicle parts industry, but in the state in which the establishment operates. The 
computer-aided design establishment will be classified in the industrial design services 
industry (and in the state in which the establishment operates). Further, captive services-
providing establishments that produce two or more core activities, i.e. the services needed 
to manage an enterprise, are classified in the management of companies and enterprises 
industry—NAICS 55—(rather than in the establishment they serve) in the state in which 
they operate. In effect, all establishments are classified as operating units under NAICS. 
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