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In Hong Kong’s trade with the mainland of China (the Mainland), a crucial
part of it involves outward processing (OP) activities. Within OP trade, the
arrangements of “processing and assembling” (P&A) play a vital role. Having
a more systematic and informed analysis of Hong Kong’s trade with the
Mainland involving OP, especially P&A activities, can help understand better
Hong Kong’s trading characteristics with the Mainland. Census and Statistics
Department (C&SD) recently started to collect additional information on this
topic through the Survey on Trade Involving Outward Processing in the
Mainland of China.

This article introduces the concepts in regard to the types of arrangements for
processing adopted in OP trade and summarises additional information on
P&A activities collected in the period from 2010 to 2011. Readers who are
interested in the overall OP activities in the Mainland may refer to the feature
article entitled “Hong Kong’s Trade Involving Outward Processing in the
Mainland of China, 2001 to 2011” published in the December 2012 issue of
Hong Kong Monthly Digest of Statistics.
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Enquiries on this article may be directed to the Electronic Trading Services Section,

Census and Statistics Department
(Tel. : 2582 4241; E-mail : ops@censtatd.gov.hk).
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Hong Kong’s Outward Processing Trade with the Mainland of
China under the Arrangements of “Processing and Assembling”
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1. Introduction

1.1  In Hong Kong’s trade with the mainland of
China (the Mainland), a crucial part of it involves
outward processing (OP) activities. Within OP trade,
the arrangements of “processing and assembling”
(P&A) play a vital role. Having a more systematic
and informed analysis of Hong Kong’s trade with the
Mainland involving OP, especially P&A activities,
can help understand better Hong Kong’s trading
characteristics with the Mainland.  Census and
Statistics Department (C&SD) recently started to
collect additional information on this topic through
the Survey on Trade Involving Outward Processing
in the Mainland of China.

1.2 This article introduces the concepts in regard
to the types of arrangement for processing adopted in
OP trade and summarises additional information on
P&A activities collected in the period from 2010 to
2011. Readers who are interested in the overall OP
activities in the Mainland may refer to the feature
article entitled “Hong Kong’s Trade Involving
Outward Processing in the Mainland of China, 2001
to 20117 published in the December 2012 issue of
Hong Kong Monthly Digest of Statistics.

2.  Concepts and definitions

2.1  The usual OP arrangement is to export raw
materials or semi-manufactures from or through
Hong Kong to the Mainland for processing, with a
contractual arrangement for subsequent re-
importation of the processed goods into Hong Kong.
Trade flows are not classified as OP-related if all the
raw materials or semi-manufactures are imported into
the Mainland directly without going through Hong
Kong or if the processed goods are sold in the
Mainland or exported to overseas markets directly
from the Mainland.
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2.2 OP trade can be carried out under the
arrangements of either P&A or “processing with
imported materials” (PIM). Under the arrangements
of P&A, the raw materials or semi-manufactures for
processing and the processed goods remain the
property of Hong Kong traders. The Hong Kong
traders just pay fees for manufacturing services to the
processing units in the Mainland. PIM refers to the

types of arrangements for processing other than
P&A.

23 To facilitate the implementation of
international statistical standards in recording goods
sent aboard for processing and merchanting, the
value of imports from the Mainland involving OP
under the arrangements of P&A would be
disaggregated. The breakdown of the value can be
classified into “raw materials or semi-manufactures
procured by the Hong Kong traders for processing”
and “fees paid for manufacturing services by the
Hong Kong traders for the processed goods”.

2.4  “Raw materials or semi-manufactures procured
by the Hong Kong traders for processing” are not
limited to those procured by the Hong Kong traders
and exported from or through Hong Kong. Those
procured by the Hong Kong traders and exported
directly from place(s) other than Hong Kong are also
included.

2.5 Value of raw materials or semi-manufactures
procured by the processing units in the Mainland
together with the processing fees paid by the Hong
Kong traders would be classified as “fees paid for
manufacturing services by the Hong Kong traders for
the processed goods”.
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3. Objective for collecting additional
information

3.1 Additional information has been collected
through the Survey on Trade Involving Outward
Processing in the Mainland of China in recent years.

(D)  For consignments exported to the Mainland
involving OP, the additional information could
be used to compile:

(i) value and proportion of exports to the
Mainland under the arrangements of
P&A; and

(i) value and proportion of exports to the
Mainland under the arrangements of PIM.

(I)  For consignments imported from the Mainland
involving OP, the additional information could
be used to compile:

(i) value and proportion of imports under the
arrangements of P&A, and the further
breakdown of the value and proportion by
“raw materials or semi-manufactures
procured by the Hong Kong traders for
processing” and  “fees paid for
manufacturing services by the Hong Kong
traders for the processed goods”; and

(i) value and proportion of imports under the
arrangements of PIM.

4. OP trade by type of arrangements for
processing

4.1 Table 1 presents the estimated value and
proportion of OP trade by type of arrangements for
processing from 2010 to 2011.

42 In 2011, the value of total exports to the
Mainland related to OP was $556 billion. Of this, the
value of goods processed under the arrangements of
P&A accounted for $409 billion (73%). (Table 1)
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Table1  Estimated value and proportion of outward processing trade by type of
arrangements for processmg
‘Elﬁi&i
HKS$ million
BRI
Arrangements for processing
2010 2011
-~ R ER ff R ER =
) rocessing an rocessing wit| otal Processing an rocessing wit| ota
el P i d P i ith 1P i d P i ith 1
Trade type assembling imported materials assembling imported materials
fiy (2 Fl R |29 387,838 131,301 519,139 408,581 147,519 556,100
2 i ETFE#I (74.7%) (25.3%) (100.0%) (73.5%) (26.5%) (100.0%)
Total exports to the
mainland of China
WEElE] 4,695 1,094 5,789 3,817 947 4,764
ﬁg@f' i IE. it (81.1%) (18.9%) (100.0%) (80.1%) (19.9%) (100.0%)
Domestic exports to the
mainland of China
WEElE] 383,143 130,207 513,350 404,764 146,571 551,335
QEJPF ! E' (74.6%) (25.4%) (100.0%) (73.4%) (26.6%) (100.0%)
Re- exports to the
mainland of China
CEFBI T (B Tpy E,Tfﬁ[h 527,040 235,370 762,410 496,923 307,052 803,975
Imports from the mainland (69.1%) (30.9%) (100.0%) (61.8%) (38.2%) (100.0%)
of China
ﬁ%t%” DR BT IR B Y ﬂﬁljﬁ YL BT R B Note:  Figures in bold type refer to the estimated values of outward

processing trade under different types of arrangements for
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processing and figures in brackets are the estimated
proportions of corresponding type of arrangements for
processing in total outward processing trade.

4.3  The value of re-exports to the Mainland related
to OP was $551 billion in 2011, of which $405
billion (73%) was attributable to the value of goods
processed under the arrangements of P&A. (Table 1)

4.4 Meanwhile, the value of domestic exports to
the Mainland related to OP was $5 billion. The value
of goods processed under the arrangements of P&A
accounted for $4 billion (80%) of this value.
(Table 1)

4.5 The value of imports from the Mainland
related to OP in 2011 was $804 billion. Of this, the
value of goods processed under the arrangements of
P&A accounted for $497 billion (62%). (Table 1)
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4.6 On the other hand, exports under the
arrangements of PIM accounted for $148 billion
(27%) of the value of exports to the Mainland
involving OP, while imports under the arrangements
of PIM constituted $307 billion (38%) of imports
from the Mainland involving OP. (Table 1)

4.7  The proportion of total exports to the Mainland
involving OP under the arrangements of P&A
dropped slightly from 75% in 2010 to 73% in 2011.
Meanwhile, the proportion of re-exports to the
Mainland moved in a similar manner, decreasing
from 75% in 2010 to 73% in 2011. As regards
domestic exports to the Mainland, the share of OP
under the arrangements of P&A had a slight decrease
from 81% in 2010 to 80% in 2011. (Table 1)

4.8 Over the same period, the proportion of
imports from the Mainland involving OP under the
arrangements of P&A decreased from 69% in 2010 to
62% in 2011. (Table 1)

4.9 On the other hand, the proportion of total
exports to the Mainland involving OP under the
arrangements of PIM increased slightly from 25% in
2010 to 27% in 2011. Meanwhile the proportion of
imports from the Mainland involving OP under the
arrangements of PIM increased from 31% in 2010 to
38% in 2011. (Table 1)

5. Breakdown of value of imports from
the Mainland involving OP under the
arrangements of P& A

5.1 Table 2 presents the estimated value and
proportion of breakdown of value of imports from the
Mainland involving OP under the arrangements of
P&A in the period from 2010 to 2011.

FC6 Hong Kong Monthly Digest of Statistics January 2013
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Estimated value and proportion of breakdown of value of imports from the
mainland of China involving outward processing under the arrangements of
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Table 2

“processing and assembling”

F IFJ W

HKS$ m11110n

2010 2011

PR R P (o PRORI S Qﬁ‘/fﬁ#, 422,053 405,553
Raw materials or semi-manufactures procured by the Hong Kong traders for processing (80.1%) (81.6%)
g QF‘}FE#,EIfJQiﬁQW?ﬁ’_#[‘J 104,987 91,370
Fees paid for manufacturing services by the Hong Kong traders for the processed goods (19.9%) (18.4%)
BB FI GBI |35 17 9P 00 TR S T g 527,040 496,923
Overall imports from the mainland of China involving outward processing (100.0%) (100.0%)

under the arrangements of “processing and assembling”

P S el s )
CoRl D | HFE A AY LT F[[} [th[g }—ﬁu
Hied: [ t(uﬁ'%ﬁi{fﬁf'—;l o

52 % 2011 F (P ERE g s o
PP TSR ) HFGESRVET RS 4,970 (&
S ?'}’F]' , FE[,&;\F:H"EEEI (e EJ’F’U{Q[F[&
%‘"gﬂﬁi}#u fﬁ4,060 B (82%) o[y "fhiv
iy S L OBEEARTER ) BT 910 e
7 (18%) - (%2)

53 TR FRRE N T pURCRI RS A S
filis B ETIRY P 2010 £ (9 80%E |
% 2011 i 82% « 24 T FT5IHY il
FOBLEIRFFISH |y EEEIRIE T 2010 19 20%
fEEN RS 2011 FAY 18% o (3 2)

6. H2RIETFHEEHIFT - I Yo
I HFRESPUG B ¥R

6.1 AT TR PV ETRTEE Rl ﬁ%ﬂ' 1
AVl 2011 st gt g o 20l T
RIVPZ S HF S EEIEEET - T e B
AEL NIRRT 2EED] TR
Tl BT I
b

AT 20135 1 7]
FRHBITT PR

Note : Figures in bold type refer to the estimated values of breakdown
of imports from the mainland of China involving outward
processing under the arrangements of ‘“processing and
assembling” and figures in brackets are the estimated
proportions of the corresponding breakdown.

52 Of the $497 billion of imports from the
Mainland involving OP under the arrangements of
P&A in 2011, “raw materials or semi-manufactures
procured by the Hong Kong traders for processing”
accounted for $406 billion (82%). About $91 billion
(18%) was attributable to the “fees paid for
manufacturing services by the Hong Kong traders for
the processed goods”. (Table 2)

5.3  The proportion of value of “raw materials or
semi-manufactures procured by the Hong Kong
traders for processing” increased slightly from 80%
in 2010 to 82% in 2011, while the proportion of “fees
paid for manufacturing services by the Hong Kong
traders for the processed goods” dropped slightly
from 20% in 2010 to 18% in 2011. (Table 2)

6. OP trade under the arrangements of
P&A by major commodity group

6.1 As P&A is more important in value terms,
Chart 1 presents the proportion of OP value under the
arrangements of P&A by major commodity group in
2011. Both exports to the Mainland and imports
from the Mainland are analysed.

FC7 Hong Kong Monthly Digest of Statistics January 2013
Census and Statistics Department, Hong Kong Special Administrative Region



6.2 WpfE st BaEG g o 2] TR
T hERES PR lgj#l , 2011
@ﬁ{gﬁwg#@W%rﬁmbﬁww
=0 %éﬁ%%gl%ﬁﬁp (49%) - FV - b g
TERFIR AR TR SRS R B
Sy (16%) = V5 G55 TR - 1)
W P GERAPIRET) L (8%)

(i 1D

6.3 WHEEF B ER T o 20 TR
Ty hEE SO TR, TR R
=0 F:‘ié*ﬂ%‘-}%ﬁ?ﬁﬁ  RYEH S BT E‘TF%[![
K (49%) o [ufEErEs et T o
PP TR 3 R T
PTG SR T
(11%) = (1)

6.4  FREMEPPREL R G o ] T
BIpT o hFSE R ghigF - TR
RS RS (34%) 15 2011 &
BT B 6T A < T8 B AR
C %ﬁjfﬁ«@&%%@ﬁﬁ“ﬁﬁﬁﬁﬁp (17%)
LS o TP AR (AR
P10 (%) PIFEI= o0 - (R 1)

BRI E 20135 17
FiReinlz Daiad s

6.2  For total exports to the Mainland related to OP
under the arrangements of P&A, the top commodity
group in value terms in 2011 was “machinery and
mechanical appliances, electrical equipment” (49%).
“Sound recorders and reproducers, television image
and sound recorders and reproducers” (16%) ranked
second and “textile materials, yarn, fabrics and textile
articles other than textile garments” (8%) ranked
third. (Chart 1)

6.3  For re-exports to the Mainland involving OP
under the arrangements of P&A, the top commodity
group was “machinery and mechanical appliances,
electrical equipment” (49%), while for domestic
exports to the Mainland related to OP under the
arrangements of P&A, the top commodity group was
“plastics and articles” (11%). (Chart 1)

6.4 Regarding imports from the Mainland related
to OP under the arrangements of P&A, “machinery
and mechanical appliances, electrical equipment”
(34%) was the top commodity group in terms of
value in 2011. It was followed by “sound recorders
and reproducers, television image and sound
recorders and reproducers” (17%). “Articles of
apparel and clothing accessories (textile garments)”
(11%) came third. (Chart 1)
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Chart1 Proportion of outward processing trade under the arrangements of “processing
and assembling” by major commodity group
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Chart1 (cont’d) Proportion of outward processing trade under the arrangements of
“processing and assembling” by major commodity group
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Table 3 timated value and proportion of breakdown of value of imports from the
mainland of China involving outward processing under the arrangements of
“processing and assembling” by major commodity group

F IFJP&FJL
HKS$ m11110n
FI@E‘F“J#’EEE'J f'EJJ[I: F’|€J ]EI'H‘F“J_"' f gﬂ#ylflhﬁﬁ 1{
FORIFS F S5 iy BLE I otal

SEiE Raw materials or semi- Fees paid for manufacturmg

= E ! FL']!';%IHU X manufactures procured by the services by the Hong Kong

Major commodity group Hong Kong traders for processing traders for the processed goods

P MR G A 39,716 13,171 52,886

Articles of apparel and clothing accessories (75.1%) (24.9%) (100.0%)

(textile garments)

R R S TR AR ) 141,458 28,100 169,558

Machinery and mechanlcal appliances, (83.4%) (16.6%) (100.0%)

electrical equipment

‘# AR TP YA A 73,606 12,983 86,589

| fﬁ (85.0%) (15.0%) (100.0%)

Sound recorders and reproducers, television

image and sound recorders and reproducers

i 150,773 37,116 187,889

Others (80.2%) (19.8%) (100.0%)

405,553 91,370 496,923

%otal (81.6%) (18.4%) (100.0%)

ﬁ%t?%i COEEETREE RO ﬂ KEWIFIT - B J{‘”ﬁ%@ Note:  Figures in bold type refer to the estimated values of breakdown

[ R FpT j‘,,\ quH /S *ﬁj ERBLad i) of imports from the mainland of China involving outward

processing under the arrangements of “processing and
assembling” by major commodity group. Figures in brackets
are the estimated proportions of corresponding breakdown in
corresponding commodity group.
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7.2  The proportions of breakdown of value of
imports from the Mainland involving OP under the
arrangements of P&A varied among different major
commodity groups. For example, the proportion of
“fees paid for manufacturing services by the Hong
Kong traders for the processed goods” ranged from
15% (“Sound recorders and reproducers, television
image and sound recorders and reproducers™) to 25%
(“Articles of apparel and clothing accessories (textile
garments)”). (Table 3)

8. Remarks for interpreting the survey
results

8.1 While the survey results facilitate a more
informed analysis of Hong Kong’s trade with the
Mainland involving OP, users have to exercise
caution in comparing statistics on the value of
exports to the Mainland and the value of imports
from the Mainland involving OP under the
arrangements of P&A for the reasons mentioned
below:

(i)  goods exported for processing in the Mainland
may not eventually be re-imported into Hong
Kong after processing as initially arranged
under contractual terms. Subsequent changes
in the contractual arrangement may occur as a
result of damage of materials, parts or
components in the course of production,
products not meeting the required standards, or
the emergence of other more profitable
arrangement, etc.;

(i1))  exports to the Mainland are recorded in free on
board (f.0.b.) value while imports from the
Mainland are recorded in cost, insurance and
freight (c.i.f.) value; and

(ii1)) time lag exists between the exportation of raw
materials or semi-manufactures to the
Mainland for processing and the re-
importation of processed goods from the
Mainland into Hong Kong after processing.
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