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What is outsourcing?

The contractual basis of modern production — and the foundation of the FGP concept

THE TWO ROLES

Outsourcing is a contractual agreement under which a

S ) - PRINCIPAL
prlnCIpa' requires a contractor to‘carry Ou_t par’f oraftota _ Enters the contract, defines the work, often owns the
production process — or supporting functions like accounting, inputs and/or the IPP (designs, brand).

IT or customer service.
mm—) contractual relationship

The contracted work was previously, or could otherwise be, CONTRACTOR

Carries out the production process or support function
on behalf of the principal.

performed in-house. The term subcontracting is sometimes
used interchangeably.

Common scopes: manufacturing, customer service, accounting, Both units are statistical units in their own right — ISIC must classify
each one separately.

IT, logistics, payroll, R&D.
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Outsourcing today — a global landscape

A trillion-dollar reshaping of how production is organised across borders

$1.09T

global outsourcing services market in
2025, combining IT outsourcing, BPO
and shared-services contracts

WHO LEADS & WHO HOSTS

66%

of US companies outsource at least one
business process — IT, accounting and
customer support lead

$348B

Business Process Outsourcing market
in 2025, growing at ~10% CAGR
through 2035

The United States generates the largest share of outsourcing demand. India, the Philippines and China dominate IT and BPO

supply — in the Philippines, IT-BPM alone reached ~$40B in export revenues and 1.9M workers in 2025.

African hubs (South Africa, Kenya, Egypt) are emerging in BPO — but in apparel manufacturing the principal/contractor pattern is already

dominant.
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= How ISIC classifies outsourcing

Four scenarios that determine the principal’s ISIC class — the contractor is always classed with own-account producers of the same good or service

a Part of the production process 0 Whole manufacturing — with inputs OR IPP

The principalis classified as if it carried out the complete process Principal owns the final output AND owns either (a) input materials,
itself, including the contracted work. Same rule applies to or (b) the IPP. Classified in Section C — Manufacturing, in the same
outsourced support functions (accounting, IT). class as the good produced.

e Whole manufacturing — no inputs, no IPP ° Services, construction, agriculture, mining
Principal is in fact buying the finished good to resell. Classified in Principal is classified as if providing the whole process. Exception:
Section G — Wholesale and retail trade, by the type of sale and in agriculture, mining, water (Sections A, B, E), if no inputs are

good sold. owned, the principal is in Section G.
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From outsourcing to factoryless goods producers

The FGP is the special case where the principal of an outsourcing contract owns the IPP but no inputs — the case that matters most for Africa

FGP — ISIC REV. 5 DEFINITION
An FGP is an outsourcing principal

“A factoryless goods producer is a principal that controls It outsources the full transformation process to a contractor —

the production of a good by undertaking the this is scenario 2 or 3 from the previous slide.

entrepreneurial steps and providing the technical

What is distinctive: IPP without inputs

The FGP owns the IPP — designs, brand, specs — but typically
not the input materials.

specifications required to produce the good, but that

outsources all or most of the material transformation

process required to produce the output.”

Source: ISIC Rev. 5 introductory text Rev. 5 keeps the FGP in Section C
So long as the FGP supplies IPP, it is classified in Manufacturing
— in the same class as if it had built the good itself. This is the
rule that reshapes how Africa’s apparel value chains are read.
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Why FGPs are an African priority

Africa's modern formal manufacturing footprint is largely contractor-based

S1.4B+ 60+ = 80%

annual apparel exports from sub- industrial parks and special economic of African apparel-zone output produced
Saharan Africa to the US under AGOA, zones across Ethiopia, Kenya, Rwanda, for foreign principals (US apparel brands,
dominated by Lesotho, Kenya, Egypt, Madagascar, Morocco, Lesotho European fast-fashion retailers, regional
Madagascar and Mauritius groups)

Africa hosts the contractors. The principals — the FGPs — are mostly in Europe, the US and East Asia. The standard

FGP framework therefore needs an inverted reading for African NSOs.
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® The ISIC Rev. 5 FGP framework

The classification rules an African NSO must apply to factoryless goods producers
Rev. 5 definition

"A factoryless goods producer (FGP) is a principal that controls the production of a good by undertaking the entrepreneurial steps and
providing the technical specifications required to produce the good, but that outsources all or most of the material transformation process
required to produce the output."

Three Rev. 5 conditions for a principal to be classified in Section C

A

&/‘ Owns the inputs ‘. Owns the IPP h Controls the process
Owns the input materials (raw materials or Owns the intellectual property products — Exercises control of the transformation,
intermediate goods) to the production designs, patents, brand identity (this is including quality control and oversight of
process, OR new in Rev. 5) the production process
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The inverted FGP problem in Africa

African NSOs do not classify the principal — they classify the contractor

PRINCIPAL (FGP) CONTRACTOR FINAL GOODS
US / EU / Asian brand African apparel maker Branded apparel exported under
. . . . L AGOA / AfCFTA
Owns design, IPP, brand. Provides specs. Operates the cutting, sewing, finishing line.
Controls QC. Often owns inputs. May not own inputs or IPP.

How should an African NSO classify the contractor — the apparel maker in Ethiopia, Lesotho, Madagascar
or Kenya — when neither inputs nor IPP are owned locally?

Rev. 5 answer: the contractor is classified with the units that produce the same goods on own account — i.e. it stays in Section C,
in the same class as if it were a vertically-integrated manufacturer of those goods. The contractoris NOT moved to Section G.
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¥ Decision tree — does the African unit stay in Section C?

Rev. 5 rule applied to the contractor (the African manufacturer)

YES

Does the unit physically transform inputs into the apparel Classified in Section C
good? with vertically-integrated producers of the same good

YES

Does the principal own input materials OR own IPP Principal classified as FGP
(designs, brand)? in Section C — same class as the good produced

If neither — principal does not own inputs and does not Principal is buying & reselling — Section G
supply IPP Wholesale and retail trade (not manufacturing)

Source: ISIC Rev. 5 introductory text — sections on outsourcing and factoryless goods producers.
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Mapping African export-manufacturing hubs to ISIC Rev. 5

Selected industrial parks and the classes their contractor units fall into

Country / hub Principal type (typical) Goods produced ISIC Rev. 5 class for the contractor
Ethiopia — large industrial parks US apparel & s.portswear brands; Knit & woven apparel, 1410 Manufacture of wearing apparel,
European retailers sportswear except fur apparel

1410 Manufacture of wearing apparel,

Lesotho — apparel cluster US denim brands; regional retail groups Denim, jeans, T-shirts (AGOA)

except fur apparel
. . . . ) . 1410 Manufacture of wearing apparel; 1430
Madagascar — capital region European fast-fashion retailers Apparel, fine knitwear Knitted and crocheted apparel
. 1410 Manufacture of wearing apparel,

Kenya — export processing zones US apparel brands Apparel for US (AGOA) except fur apparel

Rwanda — special economic zone Regional principals; uniform contracts Uniforms, basic apparel 1410 Manufacture of wearing apparel,
except fur apparel

Mauritius — established cluster Regional and European principals Knltwear', woven apparel, 1410/ 1430/ 1520 Manufacture of

accessories footwear
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National classification status — apparel & textiles

What African NSOs need to align as they migrate to Rev. 5

Country Current national class. FGP/contractor treatment Action for Rev. 5

Contractor classified in C; principal Map 1410/1430; align with

Ethiopia ECEA / national NSIC ISIC Rev. 4 + extensions industrial-park survey
usually offshore .
instruments
. . Adopt updated FGP rule; align
Kenya KSIC 2009 ISIC Rev. 4 EPZ Authority captures contractor units with EPZ-authority registers
Lesotho LSIC (ISIC Rev. 4 based) ISIC Rev. 4 Apparel exporters traclfed by national Mlgrate tp Rev. 5; capture FGP
development corporation indicator in SBR

ISIC Rev. 4 / NACE Rev. Mature SBR; some FGP-style operations Use NACE Rev. 2.1 - ISIC Rev. 5

Mauritius NSCM (NACE-based) 2 identified correspondence

_ Update to Rev. 5; clarify 1410 vs
Madagascar NCEAM ISIC Rev. 4 Contractor units in apparel zones 1430 boundaries
South Africa SICEd. 7 ISIC Rev. 4 Mature B2B principal-contractor flows Adopt FGP indicator in StatsSA

SBR
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= Why FGP/contractor classification is a continental priority

What's at stake for African statistical systems and trade policy

AGOA and AfCFTA make manufacturing
h statistics a trade-policy issue

Eligibility rules, rules of origin, and continental industrial pacts all rely on
accurate ISIC-coded output and value-added data — for both contractors
and FGPs.

Many principals are offshore — value-added
‘. attribution is contested

Goods-for-processing flows in Balance of Payments must reconcile with
manufacturing GVA in national accounts. Rev. 5 + 2025 SNA give a coherent
treatment.
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9% Industrial parks proliferating across the
t’ continent

Ethiopia, Kenya, Rwanda, Egypt, Madagascar, Morocco, Lesotho, Mauritius
— each adding contractor units that need consistent classification across
NSO and zone authorities.

m AfCFTA Trade Statistics Strategy is the
— harmonisation lever

The AUC and AfCFTA Secretariat are building a continental classification
spine. Adoption of ISIC Rev. 5 should align with this work from day one.
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" Implementation way forward

Four moves for AGOA-host countries and AfCFTA's industrialisation agenda

Add an FGP/contractor flag to the Statistical Business Register (SBR)

Capture, for each manufacturing unit, whether it operates as a contractor (yes/no), the residence of the principal, and the ownership
of inputsand IPP.

Reconcile EPZ-authority and NSO data

Bring industrial-park, special-economic-zone and Export Processing Zone (EPZ)-authority registers into the SBR. Avoid parallel data
flows — single source of truth uing ISIC (.e.g. at 4-digit).

Align with goods-for-processing in BoP and 2025 SNA

Coordinate with central banks for example: contractor-receipts vs gross-output recording. Rev. 5+ 2025 SNA give a coherent
treatment.

Use the AfCFTA Trade Statistics Strategy

STATAFRIC + AfCFTA Secretariat could co-develop an FGP/contractor module for continental harmonisation.
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Resources & references

m ISIC Rev. 5 — official text

https://unstats.un.org/unsd/classifications/Econ
m ISICRev. 5 introductory text — outsourcing & FGP

Authoritative classification rules for principal-contractor relationships

m 2025 SNA — goods-for-processing

Aligned national-accounts treatment of FGP/contractor flows

m AfCFTA Trade Statistics Strategy

AUC / AfCFTA Secretariat — continental industrial value-chain framework

m AGOA Forum & US ITC reports

Annual updates on African export apparel flows

m NACE Rev. 2.1 — Eurostat

European regional adaptation; useful comparator for African Rev. 5 migration

ISIC Rev. 5 Implementation for Africa
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