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information on the economy of origin and destination and the type of trade (ordinary versus 
processing). 

For the purposes of the present analysis, we focus solely on processing trade. The summary 
statistics provided in Table 1 show the importance of processing trade in the PRC’s overall 
trade. Between 1997 and 2005, processing exports consistently accounted for approximately 
55% of total PRC exports (column 4), while processing imports consisted of 39–49% of total 
PRC imports (column 5). In addition, column 3 of Table 1 illustrates the high foreign content 
in the PRC’s processing exports. Between 1997 and 2005, approximately two thirds of the 
PRC’s processing export value corresponded to the value of the imported components 
embodied in these exports.13 

Table 1: Summary Statistics on People’s Republic of China’s Processing Trade,  
1997–2005 

Year 

Processing 
Exports  

(bn US$) 

Processing 
Imports  

(bn US$) 

Processing 
Trade 

Surplus as 
Share of 

Processing 
Exports 

Share of 
Processing 
Exports in 

Total Exports 

Share of 
Processing 
Imports in 

Total Imports 
1997 99.6 70.1 29.6 54.5 49.4 
1998 104.3 68.5 34.3 56.8 48.9 
1999 110.9 73.6 33.6 56.8 44.4 
2000 137.6 92.6 32.7 55.2 41.1 
2001 147.0 94.0 36.1 55.4 38.6 
2002 179.6 122.3 31.9 55.3 41.4 
2003 241.2 162.9 32.5 55.2 39.5 
2004 327.2 221.5 32.3 55.3 39.5 
2005 415.2 273.8 34.1 54.7 41.5 

US = United States. 

Source: Authors’ calculations based on People’s Republic of China Customs Statistics. 

In Table 2, we list the primary source economies of the PRC’s processing imports and 
destination economies of the PRC’s processing exports in 2005. The table unveils two 
interesting facts related to the PRC’s processing trade. First, columns 1 and 3 of Table 2 
show that, despite Hong Kong, China’s relatively small economic size, it is the PRC’s largest 
source of processing imports and the second largest destination market for its processing 
exports. A key reason why Hong Kong, China is such an important trading partner is that a 
large portion of the PRC’s processing imports and exports are transshipped through Hong 
Kong, China (Feenstra, Hanson, and Lin 2004). Because the PRC’s Customs Administration 
does not necessarily know the original source economy of imports and destination economy 
of exports transshipped through Hong Kong, China, they record Hong Kong, China as the 
trade partner. To account for these transshipments, we used a data set from the 
Government of the Hong Kong Special Administrative Region Census and Statistics 
Department on the economy’s re-exports to identify the original source and final destination 
of these transshipments (see Appendix 2 for details). A comparison of columns 1 versus 2 
and columns 3 versus 4 in Table 2 illustrates the significant impact that adjusting for 
transshipments through Hong Kong, China has on the PRC’s processing trade with its major 
trading partners. More specifically, it almost doubles the share of processing imports 
originating from the PRC’s major trading partners (other than Hong Kong, China) and 
increases by a quarter the share of processing exports destined for these same economies. 

                                                 
13 This estimate of the import content share of the PRC’s processing exports is slightly lower than that of 

Koopman, Wang, and Wei (2008) because they also took into account indirect import content in their 
estimation. 


