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Decoding the Mystery: Your Guide to the
Information Technology NAICS Code

Are you navigating the complex world of business classification? Trying to figure out the
right NAICS code for your information technology (IT) company can feel like deciphering a
secret code. But don't worry! This comprehensive guide will break down everything you
need to know about the information technology NAICS code, helping you confidently select
the correct code for your business. We'll explore the intricacies of the system, offer
practical examples, and provide you with the knowledge to avoid costly mistakes. By the
end of this post, you'll be an expert on finding and using the correct NAICS code for your IT
business.

Understanding the NAICS System: More Than Just a
Number

Before diving into the specifics of IT NAICS codes, let's establish a basic understanding of
the North American Industry Classification System (NAICS). This standardized system is
used by the U.S., Canada, and Mexico to categorize businesses based on their primary
activities. This isn't just a bureaucratic exercise; NAICS codes are crucial for various
reasons:

Government Reporting: Many government agencies require businesses to use NAICS codes
for reporting purposes, including census data, economic analysis, and grant applications.
Market Research: Researchers and analysts use NAICS codes to segment markets and
understand industry trends.
Business Planning: Understanding your NAICS code can help you better target your market,
identify competitors, and assess industry benchmarks.
Industry Associations: Finding the right NAICS code allows you to connect with relevant
industry associations and networking opportunities.

Pinpointing the Right Information Technology NAICS
Code: A Deep Dive

The NAICS system is hierarchical, meaning codes are structured in a six-digit format. The
first two digits represent the sector, the next two represent the subsector, and the final two
digits represent the industry group. Finding the correct information technology NAICS code
requires careful consideration of your company's core activities.

While there isn't one single "information technology" code, several codes within the 51
sector ("Information") encompass various IT-related businesses. Here are some key NAICS
codes commonly associated with the IT industry:



511210: Software Publishers: This code applies to companies primarily engaged in
developing and publishing software applications. This could include everything from
enterprise resource planning (ERP) software to mobile apps.

511219: Other Software Publishers: This is a catch-all category for software publishers not
otherwise classified. This might include niche software developers or companies focusing
on specific software types.

518210: Data Processing, Hosting, and Related Services: This code encompasses
companies offering data processing, web hosting, cloud computing, and other related IT
services.

517919: Other Telecommunications: This could apply to certain IT companies offering
telecommunications services as part of their broader IT solutions.

541511: Custom Computer Programming Services: This applies to businesses specializing in
creating customized software solutions for clients.

541512: Computer Systems Design Services: This covers companies designing and
implementing computer systems for organizations.

541519: Other Computer Related Services: This is a broader category that might include IT
consulting, network management, and other related services.

Choosing the Correct Code: The key is to identify the activity that generates the majority of
your revenue. If your company primarily develops and publishes software, 511210 is your
code. If your main business is providing cloud hosting services, 518210 is more appropriate.

Avoiding Common Mistakes with NAICS Codes

Selecting the wrong NAICS code can have significant consequences, including:

Inaccurate Reporting: This can lead to misrepresentation of your business and potentially
impact government funding or analysis.
Missed Opportunities: Incorrect coding may prevent you from connecting with relevant
industry associations or accessing targeted market research.
Compliance Issues: Using the wrong NAICS code can result in compliance issues and
potential penalties.

To avoid these problems, carefully review the NAICS code descriptions and ensure they
accurately reflect your business's primary activity. If you're unsure, consulting the official
NAICS website or seeking professional advice is always recommended.

Beyond the Code: Utilizing NAICS for Business
Advantage

Understanding your NAICS code is more than just a compliance issue; it's a strategic tool.
By accurately identifying your code, you can:



Benchmark Your Performance: Compare your business's performance to industry averages
using NAICS-based data.
Target Marketing Efforts: Utilize NAICS codes to identify and target your ideal customer
base more effectively.
Improve Business Planning: Leverage NAICS data to inform your strategic planning process
and make data-driven decisions.

Conclusion

The information technology NAICS code is a critical piece of information for any IT business.
By carefully reviewing your company's primary activities and understanding the nuances of
the NAICS system, you can confidently select the correct code. This will not only ensure
compliance but also provide valuable insights that can drive your business forward.
Remember to consult the official NAICS website or a business consultant if you need
clarification. Accurate NAICS coding empowers you with valuable data and puts you in a
stronger position for success.

Frequently Asked Questions (FAQs)

Q1: What happens if I use the wrong NAICS code?

A1: Using the wrong NAICS code can lead to inaccurate reporting, missed opportunities for
networking and market research, and potential compliance issues.

Q2: How often do NAICS codes change?

A2: The NAICS codes are updated periodically, typically every five years, to reflect changes
in the economy and industry structure.

Q3: Where can I find the most up-to-date NAICS codes?

A3: The most reliable source for up-to-date NAICS codes is the official NAICS website
maintained by the U.S. Census Bureau.

Q4: Can a company have multiple NAICS codes?

A4: While a company typically uses only one primary NAICS code, it is possible to use
secondary codes to represent ancillary business activities if those activities generate a
significant portion of revenue. Always prioritize the primary activity.

Q5: Is there a resource to help me determine my NAICS code?

A5: Yes, the official NAICS website offers a search tool and detailed descriptions of each
code to help you determine the appropriate classification for your business. You can also
consult with a business consultant specializing in NAICS codes.
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