November 2006

37

Operations of U.S. Multinational Companies

Preliminary Results From the 2004 Benchmark Survey

By Raymond J. Mataloni Jr. and Daniel R. Yorgason

HIS article presents preliminary results from

BEA’s 2004 benchmark survey of U.S. direct in-
vestment abroad, which provides detailed information
on the operations of U.S multinational companies
(MNCs)—U.S. parents and their majority-owned for-
eign affiliates.! The 2004 benchmark survey introduces
several methodological and statistical improvements,
and compared with BEA’s annual surveys of U.S. direct
investment abroad, it is more comprehensive in its
coverage of companies and subject matter. The prelim-
inary 2004 estimates in this article supersede the ad-
vance estimates of U.S. MNC employment, capital
expenditures, and sales, which were released earlier
this year; revisions to the estimated growth rates in
2003-2004 for each of these items were all less than 1.5
percentage points.

In 1999-2004, the value added of U.S. MNCs grew
at an average annual rate of 4 percent, to $3,040.1 bil-
lion (table 1). U.S. parents grew more slowly than their
foreign affiliates; in 1999-2004, the value added of par-
ents grew at a rate of 3 percent, to $2,215.8 billion, and
value added of majority-owned foreign affiliates grew
at a rate of 8 percent, to $824.3 billion. Parents’ growth
was slower than the growth of U.S. gross domestic
product (GDP) (5 percent on average), but foreign af-
filiates’ growth was faster than the growth of world-
wide GDP (6 percent on average).? The value added of

1. AU.S. MNC comprises a U.S. parent company and its foreign affiliates.
For both conceptual and practical reasons, the examination of foreign oper-
ations of U.S. MNCs in this article generally focuses on data for majority-
owned foreign affiliates (MOFAs) rather than data for all foreign affiliates.
Conceptually, most data users prefer using the data for majority-owned
affiliates because such affiliates are unambiguously under U.S. control; for-
eign affiliates that are minority-owned by a U.S. resident could also be
under the influence or control of foreign investors. In addition, some of the
data items necessary for the examination of foreign operations of U.S.
MNCs are more easily collected for MOFAs, and most foreign affiliates are
majority owned; for example, in 2004, MOFAs accounted for 86 percent of
the employment by all nonbank foreign affiliates.

In this article, historical comparisons of the 2004 benchmark survey
results are generally made against 1999 and 1994—the two most recent pre-
ceding benchmark survey years.

2. Estimates of worldwide GDP are at current prices in U.S. dollars, as
obtained from the Economic Statistics section of the United Nations Statis-
tics Division Web site at <unstats.un.org/unsd/economic_main.htm>.

Marilyn Ibarra prepared the estimates of real value
added of foreign affiliates in manufacturing.

U.S. MNCs grew more slowly in 1999-2004 than in
1994-99 when it grew at an average rate of 8 percent.
The pattern of growth of U.S. MNCs in 1999-2004
partly reflected the distribution of their production by
industry and by geographic area. The value added of
U.S. parent companies grew at a slower rate than total
U.S. GDP, partly reflecting the concentration of U.S.
parent companies in U.S. industries—such as manu-
facturing, telecommunications, and utilities—in
which total U.S. production grew relatively slowly. The
value added of foreign affiliates grew at a faster rate
than total GDP in foreign countries, partly reflecting
the expansion of production by foreign affiliates in

Data Availability

The final estimates of the worldwide operations of
U.S. multinational companies (MNCs) for 2003 and
the preliminary estimates for 2004 are presented in
this article. The estimates are based on the 2003
Annual Survey of U.S. Direct Investment Abroad and
the 2004 Benchmark Survey of U.S. Direct Investment
Abroad. More detailed estimates from the surveys are
posted on BEA’s Web site. The preliminary 2004 esti-
mates of research and development expenditures, and
of employees engaged in research and development
activities, of U.S. MNCs will be published in the
SurvEY OF CURRENT BUSINESs early next year.

The final estimates of U.S. MNC operations for
1977 and for 2003 are available in publications or in
files that can be downloaded free of charge from our
Web site at <www.bea.gov>.

For more information about these products and
how to obtain them, go to <www.bea.gov/bea/ai/
iidguide.htm>.

The Bureau has also recently launched a free service
on its Web site that allows users to interactively access
detailed data on the operations of U.S. multinational
companies, on the operations of foreign-owned com-
panies in the United States, and on other aspects of
U.S. direct investment abroad and foreign direct
investment in the United States. For an introductory
guide to this service, see Ned G. Howenstine, “Primer:
Accessing BEA Direct Investment Data Interactively,”
Survey 86 (May 2006): 61-64.
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several rapidly growing low-to-middle-income host
countries, such as China, Poland, and India.?

The primary destination of sales by affiliates in both
low-to-middle-income countries and high-income
countries is the local market, and much of the growth
in production by foreign affiliates in both groups of
countries reflected growth in those markets. Local sales

3. The total value added of foreign affiliates in low-to-middle-income
countries grew at an average annual rate of 11 percent (to $169 billion in
2004 from $101 billion in 1999), compared with the 6-percent average
annual rate of growth of GDP in this group. Value added of foreign affiliates
in high-income countries grew at a 7-percent rate (to $655 billion in 2004
from $465 billion in 1999), compared with a 6-percent average rate of
growth of GDP in this group.

The income classifications used here are the latest classifications issued
by the World Bank. The income levels of countries are currently classified in
the following four tiers on the basis of their annual per capita gross national
income in 2005 dollars: High-income countries, in which income is $10,726
or more; upper middle-income countries, in which income ranges from
$3,466 to $10,725; lower middle-income countries, in which income ranges
from $876 to $3,465; and low-income countries, in which income is $875 or
less. For a list of the countries in each tier, see <www.worldbank.org/data/
countryclass/countryclass.html>.
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accounted for 67.4 percent of total sales by affiliates in
low-to-middle-income countries in 2004 and for 62.0
percent of sales by affiliates in high-income countries.

The following are additional highlights of the
benchmark survey:

e Methodological and statistical improvements intro-
duced in the 2004 benchmark survey include the
collection of new detail on sales of services and on
employment by occupational class, the incorpora-
tion of the 2002 North American Industry Classifi-
cation System (NAICS) industry classifications, and
a new treatment of nonbank units of U.S. banks.
The new detail on sales of services will significantly
improve BEA’s comprehensive estimates of U.S.
international services.

e The operations of U.S. MNCs in 2004 remained
concentrated in the United States: U.S. parents
accounted for a little more than 70 percent, and for-
eign affiliates for a little less than 30 percent, of their
combined value added of $3,040.1 billion, capital

Table 1. Selected Data for Nonbank U.S. MNCs, U.S. Parents, and Foreign Affiliates, 1982-2004

U.S. MNCs Affiliates U.S. MNCs Affiliates
Parents Parents Parents Parents
andall |, Prents, Total | MOFAS | Other andall |, Perents, Total | MOFAs | Other
affiliates affiliates
Value added Number of employees
Millions of dollars Thousands
na.| 1,019734| 796017| na.[223717| na. 26,334.0| 24,867.0| 18790.0| 7,544.0| 6,077.0|1,467.0
na. na. na| na.|216683| na. 27,851.0| 26,358.0| 19.878.0| 7,973.0| 6,480.0|1,493.0
na. na. na. n.a. | 220,331 n.a. 28,003.6| 26,5929| 19,819.8| 8,183.8| 6,773.1 [1,410.7
na. na. na.| na|220074| na 32,227.0| 30,772.6| 23,006.8| 9,2202| 7,765.8 |1,454.4
na. na. na. n.a.| 231,644 na. 33,598.2| 32,056.6| 23,885.2| 9,713.0| 8,171.4|1,541.6
na. na. n.a. n.a.| 269,734 na. 32,538.7| 30,929.2| 22,735.1| 9,803.6| 8,194.1|1,609.5
na. na. na| na|297556| na. 31,8936| 30,373.2| 22,117.6| 9,776.0| 8,255.6|1,520.4
na.| 1,364878| 1,044884| na.|319994| na. 30,762.3| 29,347.0| 21,104.8| 9,657.5| 8,242.2(1,415.3
na. na. na.| na|356033| na 31,4055| 29,994.7| 21.377.5/10,028.0| 8,617.2(1,410.8
n.a. na. na. n.a. | 355,963 na.
n.a. na. na. n.a.| 361,524 na. * * * _
na. na. na. na.|359,179| na. 0(2) 8; _0(2) 1(2 gg _1?
na.| 1,717,488 | 1,313,792 n.a.| 403,696 n.a. 47 49 4.4 5.4 6.4 0.8
na.| 1,831,046 | 1,365,470 n.a. | 465,576 n.a. 05 05 15 17 21 -0,
na.| 1978948 1480.638|  na.|498310| na.
na.| 2,094,318| 1,573,451 n.a. | 520,867 na.
na.| 2,100,773 | 1,594,504 n.a. | 506,269 na.
ne. 3‘;23182 ;?1;‘3;}3 ne. 232322 ne. 248262| 233,078| 188266 59,996 44812 15,184
na.| 2478,056| 1892399 na.|585657| na. na.| 197534| 160656 na | 36878 na.
na.| 2460411| 1858805  na.|601,606| na. na.| 203791| 168692 na| 35099 na.
2003 na.| 2655903| 1958,125| na.|697.778| na. na 23;283 123?31 na. ggggg na
2004, na.| 3,040,136| 2215800  na.|824336| na. R I
Percent change at annual rates: na.| 223814 177,203 na| 46611 na.
1982-89.. - na. 4.3 4.0 na. 52| na 276,790 | 260,488| 201,808| 74,982| 58,680 | 16,302
1989-94 na. 4.7 47 na. 48| na na.| 274614 213079 na| 61535 na.
1994-99 ... na. 76 78 na. 70| na na.| 269221| 206,290 na| 62931 na
1999-2004 na. 4.2 3.0 na. 78| na na.| 272,049| 2083834 na.| 63215 na.
na. 271,661 207,437 na.| 64224 na.
Number of employees 328240 303364| 231.917| 96,323| 71447 | 24,876
Thousands na.| 323616 248,017 na.| 75599 na.
25344.8| 23727.0| 18,704.6| 6,640.2| 5022.4 1617.8 na. 340510/ 260048  na| 80462 na.
24,7826 23253.1| 18,399.5| 63831 4,853.6|1,529.5 na.| 398037 309247\  na. 8879 na.
245484| 229726| 18,130.9| 6,417.5| 4,841.7|1,575.8 na. 411,155 317184  na| 93971 na
245319| 22,923.0| 18,112.6| 6419.3| 4,810.4 [1,608.9 514,038 483032 369,728 144,310| 113,304 31,006
240820 22543.1| 17,831.8| 6250.2| 4,711.3(1,538.9 na. 506950 396313|  na| 110637 na
24255.4| 22,6500 17,985.8| 6,269.6| 4,664.2 1,605.4 na. 524215 413457 na| 110758 na.
24141.1| 22,498.1| 17,737.6| 64035 4,760.5 1,643.0 na. 443388 333113|  na|110275| na.
25,387.5| 23.879.4| 187654 6,622.1| 5114.0 1,508.1 na.| 425068/ 315480  na | 109588 na.
25263.6| 23785.7| 18429.7| 6,833.9/ 5356.0 [1,477.9 na.| 431788 308720|  na | 123068 na.
24837.1| 233454| 17,9589 6,878.2| 5,386.5 |1,491.7
24189.7| 22,8120| 17,529.6| 6,660.1| 5282.4 |1,377.7|| 1982-89 . na. 48 41 na. 76/ na.
242215| 227602| 17,5369 6,684.6| 5223.3 |1,461.3|| 1989-94 na. 33 3.1 na. 42 na.
25670.0| 242725| 185654 | 7,104.6| 5707.1|1,397.5|| 1994-99 na. 9.4 98| na. 79| na.
25921.1| 24,409.7| 18576.2| 7,344.9| 59235 |1,421.4| 1999-20 na. -32 -49| na 22| na.
p Preliminary foreign affiliates and for parents that had only “very small” foreign affiliates. For details, see the technical
r Revised note on page 121 of the December 2002 Survey oF CURRENT BusiNEss.)

* Less than 0.05 percent (+/-).
n.a. Not available.
1. Break in series. (Beginning with 1999, BEA expanded its estimates to include data for “very small”

MNC Multinational company
MOFA Majority-owned foreign affiliate
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expenditures of $431.8 billion, and employment of
30.0 million (table 1). The parent shares in 2004
were down more than 4 percentage points in com-
parison with the shares in 1999.

e High-income countries remained the most impor-
tant location for production by foreign affiliates.
The value added of foreign affiliates in these coun-
tries, at $655.2 billion, accounted for 79.5 percent of
the worldwide value added of foreign affiliates in
2004. This share, however, was down from 82.2 per-
cent in 1999, as value added of foreign affiliates in
low-to-middle-income countries in Africa, Asia and
Pacific, and Eastern Europe grew at an above-aver-
age rate in 1999-2004 (chart 1).

e Goods-producing industries remained the most
important industry group for value added of U.S.
MNCs. The value added of U.S. MNCs in these
industries, at $1,653.8 billion, accounted for 54.4
percent of total value added of MNCs. (In the
United States, these industries accounted for a
much smaller share, 23.3 percent, of the total GDP
of nonbank private industries in 2004.)

eIn 27 major host countries, real value added of
foreign affiliates in manufacturing grew at an aver-
age annual rate of less than 1 percent in 1999-2004,
compared with a 1.8-percent average annual
increase in total value added in manufacturing in
the host countries during the period.

eSales by U.S. parents were $6,949.0 billion in 2004.
Sales to customers in the United States accounted
for 86.6 percent of these sales, down from 90.9
percent in 1999. In 2004, sales by their foreign
affiliates were $3,238.5 billion. Sales to U.S.
customers accounted for 10.4 percent of these sales,
unchanged from the share in 1999. Sales to host-
country customers accounted for 63.0 percent of
these sales, down from 67.4 percent in 1999. Sales to
customers in foreign countries other than the host
country were 26.6 percent of sales, up from 22.2
percent in 1999.

e MNC-associated U.S. exports declined to $428.8
billion in 2004 from $441.6 billion in 1999, and
MNC-associated U.S. imports rose to $503.0 billion
from $391.0 billion. As a share of total U.S. trade,
however, both MNC-associated exports and
imports declined substantially. The decline in the
export share—to 52.4 percent in 2004 from 62.5
percent in 1999—was particularly sharp. The ratio
of MNC-associated exports to MNC-associated
imports dropped to 85.3 percent in 2004 from 112.9
percent in 1999.
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Benchmark surveys are BEA’s most comprehensive
surveys of U.S. direct investment abroad: They are
conducted every 5 years and cover virtually the entire
universe of U.S. direct investment abroad in terms of
value. They collect more data items than the annual
surveys that are conducted in nonbenchmark years
(for further information on the coverage of the bench-
mark survey, see the appendix).

The first two sections of this article focus on the
geographic and industry distributions of value added
of U.S. MNCs in 2004 and the changes in these distri-
butions since 1999. The third section examines the
MNC shares of U.S. and foreign economies, and the
fourth section examines the changes in MNC value
added from 2003 to 2004. The fifth section examines
selected aspects of MNC operations, using data that
are collected only in benchmark surveys; it focuses on
the destination of sales by U.S. MNCs, on U.S. MNC-
related trade in goods, and on the composition of the
employment of U.S. MNCs by broad occupational cat-
egory. The sixth section summarizes the revisions to
the estimates of MNC operations for 2003, and the
coverage of the 2004 benchmark survey is described in
the appendix.

Geographic Distribution
of MNC Value Added

As in past years, most of the value added of U.S. MNCs
in 2004 was in the United States, and the value added
abroad by U.S. MNCs was centered in other high-in-
come countries, particularly Canada and countries in
Europe. However, since 1999, value added has grown
most rapidly in several low-to-middle-income coun-
tries (including China, Poland, and India).

Domestic value added

U.S. parents continued to account for much more of
the value added of U.S. MNCs worldwide than their
foreign affiliates. In 2004, U.S. parents accounted for a
little more than 70 percent, and foreign affiliates for a
little less than 30 percent, of this measure of global
production by U.S. MNCs. Most production by MNCs
is done at home, regardless of the home country, partly
because that is where the firm originated and partly
because producing abroad often entails costs and risks
above those incurred at home.

Foreign value added

In 2004, as in other recent years, six host countries ac-
counted for more than half of the worldwide value
added of foreign affiliates: The United Kingdom (16.1
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Chart 1. Value Added and Change in Value Added of MNCs, by Country

Value Added, 2004

N More than $30 billion
[ $8 billion to $30 billion
1 $2bilionto $8 billion
""" $500 million to $2 billion
[ $100 million to $500 million
I Less than $100 million
—/

No data

N More than 25 percent
[ 15 percent to 25 percent
[ 10percentto 15 percent
"1 5percentto 10 percent
[
]
| E—

0 percent to 5 percent
Less than 0 percent
No data or not meaningful*

MNC Multinational company
* The percent change in value added for ountries with value added less than $100 million in 1999 or 2004 are shown as not meaningful, as small dollar changes may produce large percent changes.
U.S. Bureau of Economic Analysis
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percent), Canada (11.4 percent), Germany (9.0 per-
cent), France (5.8 percent), Japan (5.6 percent), and It-
aly (3.6 percent) (table 2). These countries were among
the world’s largest economies in 2004. Thus, value
added of foreign affiliates has been, and continues to
be, centered in host economies that are large and
highly developed. This tendency suggests that access to
markets in which to sell goods and services is generally
a more significant factor for direct investors than ac-
cess to low-cost labor and other resources with which
to produce goods and services.

Since 1999, however, the share of worldwide value
added of foreign affiliates that was accounted for by
these six large economies has decreased, to 51.5 per-
cent from 56.7 percent, as shares for some countries in
Africa, Asia and Pacific, and Eastern Europe increased.
For example, shares for South Africa, China, India, and
Poland increased.

In Europe, value added of foreign affiliates of U.S.
MNCs in 1999-2004 grew at an average annual rate of
7 percent, compared with 8-percent growth in value
added of foreign affiliates in all countries, and the
share accounted for by this region decreased 1.5 per-
centage points, to 55.8 percent. The largest decreases in
shares were in the United Kingdom, Germany, and
France. In the United Kingdom, U.S. companies sold

Table 2. Value Added of Majority-Owned Nonbank Foreign Affiliates
by Major Area of Affiliate, 1999 and 2004

Percent
Millions of dollars Average Share of the
annual rate all-areas total
of growth,
1999 2004 |1999-2004| 1999 2004
AILAreas............cc.ouvvenmeveneerensrnineenes 566,396 | 824,336 78 100.0 100.0
Canada 65,780 94,205 74 11.6 1.4
Europe 324,634 | 460,010 7.2 57.3 55.8
Of which:
37,485| 47,717 4.9 6.6 5.8
61,913 74,184 37 10.9 9.0
14,845| 27,022 12.7 26 33
22,408| 29,292 55 4.0 36
19,018 28,220 8.2 34 34
6,296| 14,329 17.9 1.1 1.7
1,151 4,604 32.0 0.2 06
141 2,703 80.5 *) 0.3
10,786 | 14,821 6.6 1.9 1.8
6,198| 11,028 12.2 1.1 1.3
Switzerland .. 8,941 17,636 14.6 1.6 2.1
United Kingdom 103,048 | 132,527 52 18.2 16.1
Latin America and Other Western
HemISPhere.........c.vviveeeeeneirerens 60,641 82,181 6.3 10.7 10.0
Of which:
Argentina. 7,256 7,334 0.2 1.3 0.9
Bermuda 2,037 6,321 25.4 04 0.8
, 18,261 1.9 29 22
22,383 5.0 31 27
23,519 214 1.6 29
\ 7,634 74 0.9 0.9
Asia and PacifiC...........c..mreerereernereeens 101,077| 156,786 9.2 17.8 19.0
Of which:
Australia .. 19,625 29,853 8.8 35 36
China. 3,945| 13,336 276 0.7 1.6
Hong 8,011 8,345 0.8 1.4 1.0
India .. 1,068 3,937 29.8 0.2 05
Japan...... 30,269 | 46,491 9.0 53 5.6
Korea, Republic of... 3,302 6,902 15.9 0.6 0.8
Singapore..... 9,848 13,353 6.3 1.7 1.6
Taiwan 6,066 5,927 -05 11 0.7

* Less than 0.05 percent.
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their interests in several large electric utilities soon af-
ter they had invested in them; these investments had
been made as part of the privatization wave that oc-
curred in the British electric utility industry in the
mid-1990s. The decreases in share for Germany and
France were less pronounced and were not concen-
trated in a single industry. In contrast, the share of af-
filiates’ value added accounted for by several Eastern
European countries, such as Poland and Russia, in-
creased but remained small.

In Canada, value added of foreign affiliates in
1999-2004 grew at an average annual rate of 7 percent,
and Canadian affiliates’ share edged down 0.2 percent-
age point to 11.4 percent. Growth in value added was
particularly slow in manufacturing, partly reflecting
decreases in the production of automobiles for the U.S.
market. In 1999-2004, the value of exports to the
United States by Canadian affiliates in transportation
equipment decreased at an average annual rate of 1
percent, in contrast to an average annual increase of 9
percent in 1994-99.

In Asia and Pacific, value added of foreign affiliates
in 1999-2004 grew at an average annual rate of 9 per-
cent, and the region’s share increased 1.2 percentage
points, to 19.0 percent; the largest increases in shares
were in China, India, and Japan. In China, value added
of affiliates in manufacturing accounted for more than
two-thirds of the value added of all Chinese affiliates in
2004, and in 1999-2004, value added of Chinese affili-
ates in manufacturing grew at an average annual rate
of 23 percent. In 2004, more than two-thirds of the
sales by Chinese affiliates in manufacturing were to
customers in China, and only 7.4 percent of these sales
were to U.S. customers, down from 16.3 percent in
1999. In India, the growth in value added was wide-
spread by industry, but it was most notable in manu-
facturing and wholesale trade, in which affiliates sell
almost exclusively to local customers, and in computer
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systems design and related services (part of profes-
sional, scientific, and technical services), in which affil-
iates sell mainly to customers in the United States. In
Japan, most of the growth in value added was in manu-
facturing, mainly reflecting the acquisition or estab-
lishment of new foreign affiliates to serve the local
market.

In Latin America and Other Western Hemisphere,
value added of foreign affiliates in 1999-2004 grew at
an average annual rate of 6 percent, and the region’s
share decreased 0.7 percentage point, to 10.0 percent;
the largest decreases in shares were in Brazil and Mex-
ico. In Brazil, the largest decreases in share were in
mining, in information, and in professional, scientific,
and technical services. In Mexico, the largest decreases
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in share were in manufacturing and in finance.

In Africa, value added of foreign affiliates in
1999-2004 grew at an average annual rate of 21 per-
cent, and the region’s share of worldwide value added
of foreign affiliates increased 1.3 percentage points, to
2.9 percent. The largest increases in shares were in Ni-
geria, Angola, Equatorial Guinea, and South Africa. In
Nigeria, Angola, and Equatorial Guinea, the increases
in value added were concentrated in oil and gas extrac-
tion (part of mining), reflecting sharp increases in the
price of crude oil and the continued worldwide growth
in petroleum demand. The increase in South Africa
was partly related to the rising oil prices, which af-
fected the downstream petroleum activities in that
country; however, it also reflected increases in other

The following key terms are used to describe U.S. multi-
national companies (MNCs) and their operations.!

U.S. MNCs

U.S. multinational company (U.S. MNC). The U.S. par-
ent and its foreign affiliates. (In this article, an MNC is
usually defined as the U.S. parent and its majority-owned
foreign affiliates.)

U.S. parent. A person, resident in the United States,
that owns or controls 10 percent or more of the voting
securities, or the equivalent, of a foreign business enter-
prise. “Person” is broadly defined to include any individ-
ual, branch, partnership, associated group, association,
estate, trust, corporation, or other organization (whether
or not organized under the laws of any state), or any gov-
ernment entity. If incorporated, the U.S. parent is the
fully consolidated U.S. enterprise consisting of (1) the
U.S. corporation whose voting securities are not owned
more than 50 percent by another U.S. corporation and
(2) proceeding down each ownership chain from that
U.S. corporation, any U.S. corporation whose voting
securities are more than 50 percent owned by the U.S.
corporation above it. A U.S. parent comprises the domes-
tic operations of a U.S. MNC, covering operations in the
50 states, the District of Columbia, the Commonwealth
of Puerto Rico, and all other U.S. areas.

U.S. direct investment abroad (USDIA). The owner-
ship or control, directly or indirectly, by one U.S. person
of 10 percent or more of the voting securities of an incor-
porated foreign business enterprise or the equivalent
interest in an unincorporated business enterprise.

Foreign affiliate. A foreign business enterprise in
which there is U.S. direct investment, that is, in which a
U.S. person owns or controls (directly or indirectly) 10
percent or more of the voting securities or the equivalent.
Foreign affiliates comprise the foreign operations of a

1. For a comprehensive discussion of the terms and the concepts used,
see Raymond J. Mataloni Jr., “A Guide to BEA Statistics on U.S. Multi-
national Companies,” Survey 75 (March 1995): 38-55.

Key Terms

U.S. MNC over which the parent is presumed to have a
degree of managerial influence.

This article focuses on the operations of majority-
owned foreign affiliates; for these affiliates, the combined
ownership of all U.S. parents exceeds 50 percent. In 2004,
these affiliates accounted for 86 percent of the employ-
ment of all foreign affiliates of U.S. MNCs, up from 84
percent in 1999.

Measures of operations?
Value added. The portion of the goods and services sold
or added to inventory or fixed investment by a firm that
reflects the production of the firm itself. It represents the
firm’s contribution to gross domestic product in its
country of residence, which is the value of goods and ser-
vices produced by labor and property located in that
country. Compared to sales, value added is a preferable
measure of production because it indicates the extent to
which a firm’s sales result from its own production rather
than from production that originates elsewhere, whereas
sales data do not distinguish between these two sources
of production. Value added can be measured as gross
output minus intermediate inputs; alternatively, it can be
measured as the sum of the costs incurred (except for
intermediate inputs) and the profits earned in produc-
tion. The value-added estimates presented in this article
were prepared by summing the cost and profits data col-
lected in the annual and benchmark surveys of USDIA.?
Employment. The number of full-time and part-time
employees on the payroll at yearend. If the employment
of a parent or an affiliate was unusually high or low
because of temporary factors (such as a strike) or large
seasonal variations, the number that reflected normal
operations or an average for the year was requested.

2. Data on the operations of U.S. MNCs cover the survey respondent’s
fiscal year ending in the reference year of the data.

3. For the derivation of the current-dollar value-added estimates, see
Raymond J. Mataloni Jr. and Lee Goldberg, “Gross Product of U.S. Mul-
tinational Companies, 1977-91,” Survey 74 (February 1994): 57.
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industries, some of which were related to the reestab-
lishment of business operations by U.S. companies
that had previously operated there but had divested
during the final years of apartheid.

In the Middle East, value added of foreign affiliates
grew at an average annual rate of 7 percent, and the re-
gion’s share was unchanged at 0.9 percent, the smallest
share of any of the major geographic areas shown in ta-
ble 2. The largest increases in shares were in Yemen and
Kuwait and were offset by decreases in shares in Saudi
Arabia and Lebanon.

Real value added in manufacturing. In addition to
the current-dollar estimates of value added of foreign
affiliates, BEA prepares estimates of the real value
added of foreign affiliates in manufacturing.* These es-

4. These estimates were last published in Raymond J. Mataloni Jr., “U.S.
Multinational Companies: Operations in 2000,” SUrRVEY OF CURRENT BUSINEss
82 (December 2002): 111-131. This series was then suspended because the
necessary source data on host-country producer price indexes from the
Organisation for Economic Co-operation and Development were discon-
tinued. Since then, alternative sources for price data have been identified;
the new sources are Eurostat, Statistics Canada, Banco de Mexico, the Japan
Statistics Bureau, the National Statistical Office of Korea, and the Australian
Bureau of Statistics. In addition to providing the data needed to resume the
creation of the estimates, the new source data enabled several improve-
ments; specifically, the new estimates are based on producer price indexes
for 22 manufacturing industries, compared with 6 manufacturing indus-
tries in the older series, so that the underlying price deflators are more
closely related to the products produced by foreign affiliates, and the new
estimates provide country detail for six countries that were not shown sepa-
rately in the older series: Bulgaria, Lithuania, Mexico, Slovakia, Slovenia,
and South Korea.
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timates provide more meaningful comparisons of
value added of foreign affiliates across countries and
over time than do the current-dollar estimates. Com-
parisons across countries are enhanced because the es-
timates in real terms are based on purchasing power
parity (PPP) exchange rates rather than on market ex-
change rates.” Comparisons over time are enhanced
because the estimates are denominated in chained
(2002) dollars that account for changes in the industry
mix of production by manufacturing affiliates.® The es-
timates are restricted to manufacturing because the
source data necessary for the adjustments are unavail-
able for other industries.

The real value added of foreign affiliates in manu-
facturing was $344.4 billion in 2004 (table 3). The 27

5. To translate the value-added estimates that are denominated in foreign
currencies into U.S. dollars for international comparisons, PPP exchange
rates generally are preferable, because they approximate the number of for-
eign currency units required in a foreign country to buy the goods and ser-
vices that are equivalent to those that can be bought in the United States
with 1 U.S. dollar. A distinguishing feature of PPP exchange rates is that
they are based on the prices of all goods and services produced or sold in a
country, both those that are traded internationally and those that are not.
For details, see the appendix to Raymond J. Mataloni Jr., “Real Gross Prod-
uct of U.S. Companies’ Majority-Owned Foreign Affiliates in Manufactur-
ing,” Survey 77 (April 1997): 8-17.

6. For a summary of the methodology used to derive the estimates of real
value added, see Mataloni, “Affiliates in Manufacturing,” 12-17. Footnote
14 to the article specifies the Fisher quantity index used in the methodol-
ogy. The estimates presented here differ from the earlier estimates because
they have been rebased to a more current year (2002).

Table 3. Real Value Added by Majority-Owned Foreign Affiliates in Manufacturing by Country, 1998-2004

Billions of chained (2002) dollars Share of all-countries total (percent)
1998 1999 2000 2001 2002 2003 2004 1998 1999 2000 2001 2002 2003 2004

All COUNLTIES ... 3128 335.2 341.8 334.3 338.6 335.3 3444 100.0 100.0 100.0 100.0 100.0 100.0 100.0
27 selected countries 258.4 2837 282.7 279.4 2825 21.7 264.6 82.6 84.6 827 83.6 834 81.0 76.8
8.1 8.9 9.9 10.1 9.1 74 8.0 26 27 29 3.0 2.7 2.2 2.3
14 1.8 1.8 1.8 1.6 14 1.6 05 0.5 0.5 05 05 0.4 0.5
*) *) 0.2 0.1 0.2 0.2 0.2 *) * 0.1 *) 0.1 0.1 0.1
438 52.2 54.3 50.7 49.6 49.2 47.0 14.0 15.6 15.9 15.2 146 147 13.6
Czech Republic. 1.8 241 2.2 26 26 24 3.0 0.6 0.6 0.6 08 0.8 0.7 0.9
Denmark.. 07 0.8 0.9 0.7 0.9 0.7 0.7 0.2 0.2 0.3 0.2 0.3 0.2 0.2
Finland. 08 0.7 0.7 07 0.6 0.4 0.7 03 0.2 0.2 02 0.2 0.1 0.2
France.. 22.8 22.3 221 22.0 21.6 21.2 20.4 7.3 6.7 6.5 6.6 6.4 6.3 5.9
Germany.. 44.8 454 37.0 36.5 35.6 30.6 31.0 14.3 13.6 10.8 10.9 10.5 9.1 9.0
Greece. 0.5 05 0.6 05 05 0.5 1.8 0.2 0.2 0.2 0.2 0.1 0.2 0.5
Hungary 29 17 1.8 1.6 2.1 16 1.3 0.9 0.5 0.5 0.5 0.6 0.5 04
Ireland.. 10.4 12.5 14.1 15.1 19.5 17.0 13.2 33 37 441 45 5.8 5.1 38
20.0 19.9 19.1 20.0 18.7 17.7 17.4 6.4 5.9 5.6 6.0 55 5.3 5.1
9.5 10.3 13.1 15.6 13.6 13.6 13.2 3.0 3.1 338 47 4.0 4.0 38
(D) 0.1 0.2 0.2 0.1 0.1 0.1 (D) *) 0.1 0.1 *) *) *)
17.9 19.6 205 20.7 214 23.9 21.8 57 5.9 6.0 6.2 6.3 741 6.3
Netherlands .. 12.2 1.7 1.9 1.6 12.0 11.0 10.8 39 35 35 35 35 33 31
Norway. 14 14 1.3 1.4 1.4 1.5 1.6 0.4 0.4 0.4 0.4 0.4 0.4 0.5
Poland.. 1.3 19 33 38 42 49 48 04 0.6 1.0 1.1 12 14 1.4
Portugal ... 1.1 1.2 29 28 2.8 26 25 0.3 0.4 0.8 038 0.8 0.8 0.7
Slovak Republic 0.1 0.2 0.2 0.9 1.4 1.5 1.7 *) 0.1 * 0.3 0.4 0.4 0.5
Slovenia (D) 0.1 0.2 0.2 0.1 0.1 0.1 (D) *) * ") *) ) "
South K 21 25 34 32 39 34 39 0.7 0.8 1.0 1.0 11 1.0 1.1
Spain 9.0 9.3 9.3 9.4 9.4 8.8 87 29 2.8 27 28 28 26 25
Sweden 1.9 26 32 3.1 3.2 4.1 35 0.6 0.8 0.9 0.9 1.0 1.2 1.0
Switzerlan 2.0 25 3.0 1.8 2.0 241 2.7 0.7 0.8 0.9 05 0.6 0.6 0.8

United Kingdom 435 50.1 46.2 432 443 441 44.0 13. 14.9 13.5 12.9 13.1 13.2 12.
All other countries 53.9 51.9 59.1 54.9 56.0 63.8 80.8 17.2 15.5 17.3 16.4 16.6 19.0 235

Residual ... -1.3 0.7 -0.5 -0.9 * -0.2 2.2

* Less than $500,000 or less than 0.05 percent.
D Suppressed to avoid disclosure of data of individual companies.
1. Because the formula for the chain-type quantity indexes use weights of more than one period, the corre-

sponding chained-dollar estimates are usually not additive. The residual line is the difference between the first
line and the sum of the most detailed lines.
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countries for which estimates are available accounted
for 76.8 percent of the total real value added of foreign
affiliates in manufacturing in 2004. Among these
countries, the largest shares were in Canada (13.6 per-
cent), the United Kingdom (12.8 percent), Germany
(9.0 percent), and Mexico (6.3 percent).

In 1998-2004, the real value added of manufactur-
ing foreign affiliates in the 27 host countries grew at an
average annual rate of 0.4 percent, compared with a
1.8-percent average annual increase in total value
added in manufacturing in the host countries during
the period (chart 2). Among these countries, the larg-
est increases in shares were in Poland, Japan, Ireland,
and the Slovak Republic.

Industry Distribution of MNC Value Added
In 2004, the value added of U.S. MNCs was mostly in
manufacturing, particularly in petroleum and coal
products, transportation equipment (especially motor
vehicles), and chemicals (especially pharmaceuticals).”
It was next largest in information (mainly telecommu-
nications), finance and insurance, and the retail trade
sector in “other industries.” In 1999-2004, value added

7. In this section, the data for U.S. MNCs are classified by the primary
industry of the U.S. parent company.

Chart 2. Real Value Added of Majority-Owned
Foreign Affiliates in Manufacturing, and Real GDP in
Manufacturing, in 27 Selected Countries, 1998-2004
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Nores.The 27 selected countries covered in this chart are Australia, Austria, Bulgaria, Canada,
the Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Japan,
Lithuania, Mexico, the Netherlands, Norway, Poland, Portugal, the Slovak Republic, Slovenia,
South Korea, Spain, Sweden, Switzerland, and the United Kingdom.

The composite index of host-country real GDP was derived by weighting each country's index

by the country's share in the dollar value of real value added of MOFAs in manufacturing.

U.S. Bureau of Economic Analysis
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by U.S. MNCs grew most rapidly in nonmanufactur-
ing industries, particularly in insurance, oil and gas ex-
traction, and retail trade.

Industry distribution in 2004

By industry, MNCs in manufacturing accounted for
more than half of the value added of all nonbank U.S.
MNCs (table 4), compared with only a 14.5-percent
share for manufacturing for all U.S. private businesses.
This relatively high concentration of MNCs in manu-
facturing may reflect characteristics of firms in this in-
dustry. For example, multinational firms often possess
some proprietary asset (such as a patent) that allows
them to generate earnings sufficient to overcome the
added costs and risks of operating abroad. A common
source for these proprietary assets is research and de-
velopment activities, which are significant in many
manufacturing industries.® In addition, manufacturing
firms often must create their output through processes
that are complex or rapidly evolving, especially firms
in high-technology manufacturing industries. Some
elements of the production process, such as tacit
knowledge, may be difficult to codify and to license to
unrelated firms. This constraint can lead to the cre-
ation and expansion of multinational firms when the
firms find that the most economical way to replicate
their domestic activity abroad is to freely share infor-
mation between related domestic and foreign units.’
The relatively high share of MNC value added in man-
ufacturing may also reflect restrictions on foreign in-
vestment in some services industries; for example, U.S.
direct investment in health care services may be con-
strained, or even precluded, in countries where the
government plays a prominent role in the delivery of
health care.

Changes in industry distribution in 1999-2004

The value added of U.S. MNCs was slightly less con-
centrated in goods-producing industries (manufactur-
ing, mining, construction, and agriculture, forestry
and fishing) in 2004 than in 1999. The share of U.S.
MNC value added accounted for by goods-producing
industries edged down to 54.4 percent in 2004 from
55.0 percent in 1999. The declining share may have re-
flected a general decline in the share of these industries
in the United States and abroad.

Below the industry-sector level, the largest increases
in the shares of value added of U.S. MNCs were in

8. Other sources of proprietary assets include advertising, capital-cost
advantages, and scale economies. See Richard E. Caves, “Patterns of Market
Competition” in Multinational Enterprise and Economic Analysis, 2nd ed.
(New York: Cambridge University Press, 1996).

9. For example, see Bruce Kogut and Udo Zander, “Knowledge of the
Firm and the Evolutionary Theory of the Multinational Corporation,” Jour-
nal of International Business Studies 24 (1993): 625-645.
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Table 4. Value Added of Nonbank U.S. Multinational Companies by Industry of U.S. Parent, 1999 and 2004
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Millions of dollars

Share of all-industries total

Average annual rate of growth

(percent) (percent)
MNCs worldwide U.S. parents MOFAs MNCs worldwide U.S. parents MOFAs
MNCs us. MOFAs
1999 | 2004 | 1999 | 2004 | 1999 | 2004 | 1999 | 2004 | 1999 | 2004 | 1999 | 2004 |Wordwide| parenis
All industries. 2,480,739 | 3,040,136 | 1,914,343 | 2,215,800 | 566,396 | 824,336 | 100.0| 100.0| 100.0| 100.0| 100.0| 100.0 4.2 3.0 7.8
Mining 36,751 64,274 18,688 | 40,362 18,063 | 23,912 1.5 2.1 1.0 1.8 3.2 29 11.8 16.6 5.8
Oil and gas extraction 22,957 | 37,299 8,645| 22,530| 14,312| 14,769 0.9 1.2 05 1.0 25 1.8 10.2 211 0.6
Other 13,794 26975 10,043| 17,832| 3,751| 9,143 0.6 0.9 0.5 0.8 0.7 1.1 14.4 12.2 19.5
Utilities 98,275 101,205 90,109 92,968 8,166| 8,237 4.0 3.3 4.7 4.2 14 1.0 0.6 0.6 0.2
Manuf ing 1,308,640 (1,574,003 | 931,180 1,010,683 | 377,460 | 563,320 52.8 51.8 48.6 45.6 66.6 68.3 3.8 1.7 8.3
Food 62,513 98,373 48,894| 73398 13,619| 24,975 25 32 2.6 33 24 3.0 9.5 85 12.9
Beverages and tobacco products........ 74,832 99,077 47,316| 54,126| 27,516| 44,951 3.0 33 25 24 4.9 55 5.8 2.7 10.3
Textiles, apparel, and leather products.... 20,512 13406| 17,887 10,796 2,625| 2,610 0.8 0.4 0.9 0.5 05 0.3 -8.2 -9.6 -0.1
Wood products 3940 11,517 3,440 9,419 500 2,098 0.2 0.4 0.2 0.4 0.1 0.3 23.9 22.3 33.2
Paper 57,095/ 51,230 46,877| 36,274 10,218| 14,956 23 1.7 24 1.6 1.8 1.8 2.1 -5.0 79
Printing and related support activities ...........ccouuuerverernernirininns 11,925| 13905| 10,964 12,507 961 1,398 0.5 0.5 0.6 0.6 0.2 0.2 3.1 27 7.8
Petroleum and coal products 172,659 | 282,011| 82,817 119,681| 89,842| 162,330 7.0 9.3 4.3 5.4 15.9 19.7 10.3 76 12.6
Chemical 205,984 | 274,806| 133,977 175604 | 72,007 | 99,202 8.3 9.0 7.0 79 12.7 12.0 5.9 5.6 6.6
Basic chemical 25181 27,718| 18954| 18,039| 6,227| 9,679 1.0 0.9 1.0 0.8 1.1 1.2 1.9 -1.0 9.2
Resins and synthetic rubber, fibers, and filaments.. 28,214 28,518 19,121 18,180 9,093| 10,338 11 0.9 1.0 0.8 1.6 1.3 0.2 -1.0 2.6
Pharmaceuticals and medicines 89,989 | 144,939 56,060 93,953| 33,929| 50,986 36 4.8 2.9 42 6.0 6.2 10.0 10.9 8.5
Soap, cleaning compounds, and toilet preparations 31,148| 40,002 18,099| 21246| 13,049| 18,846 1.3 1.3 0.9 1.0 23 2.3 52 33 76
Other 31,453 33538| 21,743| 24,186| 9,710 9,352 1.3 1.1 11 11 1.7 1.1 1.3 22 -0.7
Plastics and rubber products 31,455| 33,079 23334| 22,857| 8,121| 10,222 1.3 11 12 1.0 1.4 1.2 1.0 -0.4 4.7
Nonmetallic mineral products 16,968 19,062 13,905| 14,299| 3,063| 4,763 0.7 0.6 0.7 0.6 0.5 06 24 0.6 9.2
Primary and fabricated metals. 57,635 73270| 46,283| 54,247 11,352| 19,023 23 24 24 24 2.0 23 4.9 32 10.9
Primary metals 29,033 38511| 23271| 28886 5762| 9,625 1.2 1.3 1.2 1.3 1.0 1.2 5.8 44 10.8
Fabricated metal products 28,602 34,760 23,012 25361| 5590 9,399 1.2 1.1 1.2 1.1 1.0 1.1 4.0 2.0 1.0
Machinery 69,398 75,636| 51,042 52,333| 18,356| 23,303 28 25 2.7 24 3.2 28 1.7 0.5 49
Agriculture, construction, and mining machinery ................... 17,594 21,519| 12,686 13,905| 4,908| 7,614 0.7 0.7 07 06 0.9 0.9 41 1.9 9.2
Industrial machinery 8979 10,588 7,020 6,667| 1,959| 3,921 0.4 0.3 0.4 0.3 0.3 05 34 -1.0 14.9
Other 42,826| 43530 31,336| 31,762| 11,490| 11,768 1.7 1.4 1.6 14 20 14 0.3 0.3 0.5
Computers and electronic products 143,072 | 164,462| 106,122| 110,962| 36,950| 53,500 5.8 5.4 55 5.0 6.5 6.5 2.8 0.9 7.7
Computers and peripheral equipment.............c..c..cvveeevvveinnnnes 30,251 44222 | 19,493| 24,960 10,758 | 19,262 1.2 15 1.0 1.1 1.9 2.3 7.9 5.1 124
Communications equipment 42,690 37,564 34,583| 29,530 8,107 8,034 17 12 1.8 13 14 1.0 -25 -31 -0.2
Audio and video equipment 6,863 2,982 5,503 2,358 | 1,360 624 0.3 0.1 0.3 0.1 0.2 0.1 -154| -156| -144
Semiconductors and other electronic components . 52,861 46,228 | 39,0563 30,372| 13,808 | 15,856 2.1 15 2.0 14 24 1.9 -26 -4.9 2.8
Navigational, measuring, and other instruments 8,725 32,941 6,234 23538| 2,491 9,403 04 11 0.3 1.1 04 11 304 30.4 30.4
Magnetic and optical media 1,682 524 1,256 203 426 321 0.1 () 0.1 () 0.1 (%) -20.8| -30.5 -5.5
Electrical equipment, appliances, and components ................... 40,065 21,156| 31,528| 15948| 8,537| 5,208 1.6 0.7 1.6 0.7 1.5 0.6 -12.0| -12.7 -94
Transportation equipment 304,213| 281,201| 236,705| 201,827 | 67,508 | 79,374 12.3 9.2 12.4 9.1 1.9 9.6 -1.6 -3.1 33
Motor vehicles, bodies and trailers, and parts...........c.c.coeeeneee. 182,506 | 140,079| 132,030 81,932| 50,476 | 58,147 7.4 46 6.9 3.7 8.9 741 -5.2 -9.1 2.9
Other 121,707 | 141,123| 104,675| 119,896| 17,032| 21,227 4.9 46 55 54 3.0 26 3.0 2.8 45
Furniture and related products 8,200 10,024 7,464 8,226 736| 1,798 0.3 0.3 0.4 0.4 0.1 0.2 4.1 2.0 19.6
Miscellaneous manufacturing 28,173| 51,788 22,625| 38,178 5548| 13,610 1.1 1.7 1.2 1.7 1.0 1.7 12.9 11.0 19.7
Wholesale trade 109,999 | 134,044 80,610| 103,900 29,389 | 30,144 44 44 4.2 47 5.2 37 4.0 5.2 0.5
Professional and commercial equipment and supplies 35,401 22,352 | 22,179 16,258 | 13,222 | 6,094 14 0.7 12 0.7 23 0.7 -8.8 -6.0| -144
Petroleum and petroleum products 24729| 39210 19,719| 29525| 5,010| 9,685 1.0 1.3 1.0 1.3 0.9 12 9.7 84 14.1
Drugs and druggists’ sundries 11,764 5,257 9,507 4,453 | 2,257 804 05 0.2 05 0.2 0.4 0.1 -149| -141 -187
Other 38,105 67,225| 29,205 53,664| 8900| 13,561 1.5 22 1.5 24 1.6 1.6 12.0 12.9 8.8
Information 270,699 | 295,382| 248,859 259,466 21,840 35,916 10.9 9.7 13.0 1.7 3.9 44 1.8 0.8 10.5
Publishing industries 45669 63,090 39,849 50,364| 5820| 12,726 1.8 241 241 2.3 1.0 1.5 6.7 438 16.9
Motion picture and sound recording industries. 9,155 3,927 7,738 2,816 1,417 1,111 0.4 0.1 0.4 0.1 0.3 0.1 -156| -183 4.7
Broadcasting (except internet) and telecommunications. 188,114| 175353 | 180,355| 165,050 7,759| 10,303 76 5.8 9.4 74 1.4 1.2 -1.4 -1.8 5.8
Broadcasting (except internet) 32919 41,023| 30622 35220| 2,297| 5,803 1.3 1.3 1.6 1.6 0.4 07 45 2.8 20.4
Telecommunications 155,195| 134,330 | 149,734 | 129,831 5,461 4,499 6.3 4.4 7.8 5.9 1.0 0.5 -2.8 -2.8 -3.8
Internet, data processing, and other information services .. 27,761 53,011 20,917| 41,235 6,844| 11,776 11 1.7 11 19 1.2 14 13.8 145 115
Finance (except depository institutions) and insurance 134,157 | 217,166 | 108,961 | 177,321 | 25,196 | 39,845 5.4 71 5.7 8.0 44 48 10.1 10.2 9.6
Finance, except depository institutions 63,136| 84,977| 51,656| 70,893| 11,480 14,084 25 2.8 2.7 3.2 20 17 6.1 6.5 42
Securities, commodity contracts, and other intermediation
and related activities 59,283 66,662| 49,097 55319 10,186| 11,343 24 2.2 26 25 1.8 1.4 24 24 2.2
Other finance, except depository institutions 3,853 18,314 2,559 15573 1,294| 2,741 0.2 0.6 0.1 0.7 0.2 0.3 36.6 435 16.2
Insurance carriers and related activities 71,022 132,190| 57,306| 106,429 13,716| 25,761 29 43 3.0 48 24 3.1 132 132 134
Professional, scientific, and technical services 134,973 | 165,612 96,069 114,725 38,904 | 50,887 54 5.4 5.0 5.2 6.9 6.2 4.2 3.6 5.5
Architectural, engineering, and related services . 8,838 17,377 6,868 | 14,141 1970| 3,236 04 0.6 0.4 0.6 0.3 04 145 15,5 10.4
Computer systems design and related services.. 70,284 | 77,754| 42,168 43370| 28,116| 34,384 2.8 2.6 22 2.0 5.0 42 2.0 0.6 441
Management, scientific, and technical consulting 12,224| 17,415 9,790 11,810 2,434 5,605 0.5 0.6 0.5 0.5 04 0.7 7.3 3.8 18.2
Advertising and related services 12,347 13,347 8,313 9,863| 4,034 3484 0.5 0.4 0.4 0.4 0.7 0.4 1.6 35 -2.9
Other 31,280 39,720 28930| 35541| 2,350| 4,179 1.3 1.3 1.5 1.6 0.4 05 49 4.2 12.2
Other industries 387,246 | 488,449| 339,867 | 416,374 | 47,379| 72,075 15.6 16.1 17.8 18.8 8.4 8.7 4.8 41 8.8
Agriculture, forestry, fishing, and hunting...........c.coecveererrerreee 1,361 2,209 1,202 1,801 159 408 0.1 0.1 0.1 0.1 () () 10.2 8.4 20.7
Construction 17,760 13361| 14219| 12,168| 3541 1,193 0.7 0.4 0.7 0.5 0.6 0.1 55 31| -19.6
Retail trade 147,542 | 195905| 134,562 | 174,913| 12,980| 20,992 5.9 6.4 7.0 79 23 25 5.8 54 10.1
Transportation and warehousing .... 92,976 97,483| 87,074 88,461 5,902 9,022 3.7 32 45 4.0 1.0 11 1.0 0.3 8.9
Real estate and rental and leasing. 16,270 22,293 14,563 19,494 1,707 2,799 0.7 07 0.8 0.9 0.3 03 6.5 6.0 10.4
Real estate 5,948 5,726 5,162 4,429 786| 1,297 0.2 0.2 0.3 0.2 0.1 0.2 -0.8 -3.0 10.5
Rental and leasing (except real estate).............ouceveererrrerrines 10,323 16,567 9,402 15,065 921 1,502 0.4 0.5 0.5 0.7 0.2 0.2 9.9 9.9 10.3
Holding companies (nonbank) 2,449 9,270 -598 1,149| 3,047| 8121 0.1 0.3 (*) 0.1 05 1.0 30.5 n.m. 217
Administration, support, and waste managemen 39,030 53248| 29,078| 37,692| 9,952| 15556 1.6 1.8 15 1.7 1.8 19 6.4 53 9.3
Health care and social assistance...... 21,605| 25562 21,471| 25,046 134 516 0.9 08 1.1 11 (*) 0.1 34 31 31.0
Accommodation and food services .... 38,582| 50413| 31,492 39980 7,090 10,433 1.6 17 1.6 1.8 1.3 1.3 55 49 8.0
Accommodation 14,401 19,079| 13,424 17,985 977| 1,094 0.6 0.6 0.7 0.8 0.2 0.1 5.8 6.0 2.3
Food services and drinking places.............cceeerverererurnerininns 24,181 31,333| 18,068 21,994 6,113 9,339 1.0 1.0 0.9 1.0 11 11 5.3 40 8.8
Miscellaneous services 9,671| 18,704 6,805| 15671| 2,866| 3,033 0.4 0.6 0.4 0.7 0.5 0.4 14.1 18.2 1.1

* Less than 0.05 percent.

n.m. Not meaningful.

MNC Multinational company

MOFA Majority-owned foreign affiliate
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petroleum and coal products manufacturing, insur-
ance, and pharmaceuticals and medicine manufactur-
ing. In petroleum and coal products manufacturing,
MNC value added increased at a 10-percent average
annual rate in 1999-2004 mainly because of the rapid
rise in the price of crude oil and petroleum products
that lifted the value of a given volume of production
and that encouraged an expansion of production
capacity. In insurance, value added increased at a 13-
percent average rate, reflecting both the expansion of
existing parent companies (mainly through acquisi-
tions of other U.S. companies) and the addition of new
parent companies as some U.S. insurers established or
acquired their first foreign affiliates. In pharmaceuti-
cals, value added increased at a 10-percent average
rate, reflecting the expansion of MNCs through acqui-
sitions.

The largest decreases in the shares of value added of
U.S. MNCs were in motor vehicle manufacturing and
in telecommunications. In motor vehicle manufactur-
ing, value added decreased at a 5-percent average an-
nual rate; this decrease was indirectly related to the
sharp rise in petroleum prices, which contributed to
U.S. automakers losing market share to foreign com-
petitors whose product lines were more heavily
weighted toward more fuel-efficient vehicles. In tele-
communications, value added decreased at a 3-percent
average rate, reflecting poor business conditions in the
U.S. telecommunications industry, business divesti-
tures, and some business failures for U.S. parents.

MNC Share of U.S. and

Foreign Economies
Estimates of MNC value added or employment can be
compared with national estimates for the United States
or for foreign countries to compute the U.S. MNC
share of economic activity in a country or a region.
This section examines the U.S. parent share of the U.S.
economy and the foreign affiliate shares of selected for-
eign host economies in 2004, as well as changes in
those shares since 1999.

Parent share of U.S. GDP and employment

In 2004, the value added of U.S. parents accounted for
22.6 percent of the GDP originating in all private non-
bank U.S. businesses. The U.S. parents’ shares of the
U.S. economy in terms of both value added and em-
ployment were down slightly from the shares in 1999.
However, the change in the U.S. parents’ share of em-
ployment varied across industries (table 5).1° At the

10. Employment data are the best available indicator of the U.S. parents’
shares of the U.S. economy in specific industries because these data, unlike
the data on value added, can be disaggregated by industry of sales, a basis
that approximates the disaggregation of the data for all U.S. businesses by
industry of establishment. See the box “U.S. Parent and Foreign Affiliate
Shares of GDP and Employment.”
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sector level, one of the largest decreases in the shares of
employment was in “finance (except depository insti-
tutions) and insurance,” and one of the largest in-
creases was in manufacturing. In “finance (except
depository institutions) and insurance,” the decrease
was mainly in nonbank finance and mainly reflected a
change in the reporting requirements on BEA’s surveys
that led to the dropping of nonbank units of U.S.
banks from the nonbank data set (see the appendix for
details). In manufacturing, the increase reflected in-
creases in the parents’ share of employment in petro-
leum and coal products manufacturing, in chemical

Table 5. Employment by Nonbank U.S. Parents
by Industry of Sales, 1999 and 2004

Average | Percentage of total
Thousands of annual | U.S. employment in
employees rate of nonbank private
growth in industries’
1999-
2004
1999 2004 (percent) 1999 2004
Allindustries...........ccoccoocennriirinens 23,006.8 | 21,377.5 -15 20.7 19.0
Agriculture, forestry, fishing, and hunting........ 53.1 35.0 -8.0 35 23
Mining, excluding oil and gas extraction ......... 130.1 157.5 3.9 341 39.3
Utilities 316.0 2955 -1.3 52.4 52.1
Construction 1445 190.0 5.6 2.1 26
Manufacturing?..........cc.vevereevrivcrienensiniinenns 7,9549| 72122 -1.9 457 49.7
Food and beverage and tobacco products 841.3 884.7 1.0 48.0 51.9
Textiles, apparel, and leather products ....... 371.6 230.0 -9.1 29.9 30.3

W00 ProduCts.........ceeueeecremereieierierirenenns 122.2 775 -87 19.3 13.6
Paper 321.1 282.1 -26 52.6 57.0
Printing and related support activities. 131.5 152.0 29 15.9 225
Petroleum and coal products? 165.9 220.3 5.8 64.1 941
Chemicals? .........c....oneenes 829.7 887.6 14 84.8 100.2
Plastics and rubber products . 300.3 267.6 -2.3 32. 332
Nonmetallic mineral products ... 155.9 130.2 -35 28.9 25.9
Primary metals 258.1 218.2 -33 418 46.7
Fabricated metal products ...........c.c.ccoecvuenee 3211 270.0 -3.4 18.7 18.0
Machinery 700.7 579.1 -3.7 48.0 50.6
Computers and electronic products............. 1,110.1 909.9 -39 63.2 69.0
Electrical equipment, appliances, and
components 360.7 250.2 -7 62.0 56.1
Transportation equipment . | 1,4965| 14104 -12 722 798
Motor vehicles, bodies and trailers, and
parts 932.9 761.5 -4.0 716 68.2
Other 563.6 648.9 29 73.2 99.2
Furniture and related products... 130.0 102.0 -4.7 19.8 17.8
Miscellaneous manufacturing .... 338.3 340.2 0.1 45.4 50.4
Wholesale trade...........ooevvverneerieeiireciiienns 848.0 983.2 3.0 14.2 171
Retail trade 3,866.0| 3944.6 0.4 255 25.4

Transportation and warehousing.................... 1,161.5| 1,004.3 29 26.9 23.4

Information 1,767.8| 1,648.8 -1.4 52.4 52.8
Publishing indUStries..............ccocevveeiecriveneas 3344| 3339 *) 325 355
Motion picture and sound recording

INAUSEIES .vovvveeveiiris s 164.5 108.7 -8.0 421 28.2
Other 1,268.9| 1,206.2 -1.0 64.9 67.2

Finance (except depository institutions) and

insurance 1,356.3| 1,187.4 -2.6 424 374
Finance, except depository institutions....... 603.6 489.0 4.1 64.8 55.7
Insurance carriers and related activities ..... 752.7 698.5 -15 33.1 30.5
Real estate and rental and leasing ................. 202.3 355.9 12.0 9.9 16.5
Professional, scientific, and technical services | 1,090.7 | 1,048.0 -0.8 15.4 145

Holding companies (nonbank).............ccc....... 34 255 496 0.2 15

Administration, support, waste management,
and remediation services........... .| 12882 796.4 -9.2 15.1 10.2
460.8 4252 -1.6 36 29

1,117.0| 1,230.0 1.9 114 114

Health care and social assistance .

Accommodation and food services....

* Less than 0.05 percent (+/-).

1. The data on U.S. employment in private industries that are used in calculating these percentages are from
table 6.4D of the “National Income and Product Account Tables.”

2. Includes oil and gas extraction.

3. The estimated U.S.-parent share of all U.S. employment may exceed 100 percent because the MNC data
on employment by industry of sales may not be fully compatible with the data for all U.S. companies which is by
industry of establishment.

Norte. See the box “U.S. Parent and Foreign Affiliate Shares of GDP and Employment””
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manufacturing, and in “other transportation equip-
ment” manufacturing. In petroleum and coal products
manufacturing, the increase reflected the addition of
new parent companies when some U.S. petroleum re-
finers established or acquired their first foreign affili-
ates. The increase in chemical manufacturing reflected
the divestiture by some chemical and pharmaceutical
companies of their secondary lines of business and in-
creases in employment in their core activities. The in-
crease in “other transportation equipment” (mainly
aerospace products) partly reflected the expansion of
U.S. parents’ activities through acquisitions.

Parents’ shares of U.S. employment increased in
1999-2004 for several manufacturing industries (such
as wood products) despite a decline in parents’ em-
ployment in these industries because the decline was
not as substantial as declines in employment of other
U.S. businesses in these industries.

Affiliate share of host-country GDP

Value added of foreign affiliates represents these firms’
contribution to a host country’s GDP. Among the 51
host countries listed in table 6, the value added of for-
eign affiliates of U.S. MNCs in 2004 accounted for 2.8
percent, on average, of the host country’s GDP; the
foreign affiliates’ shares of a host country’s GDP
ranged from 14.9 percent in Ireland to less than 0.1
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percent in Saudi Arabia.'' In all but 2 of the 51 host
countries, the value added of foreign affiliates of U.S.
MNCs accounted for less than 10 percent of the host
country’s GDP.

In 1999-2004, the average foreign affiliate share of
host-country GDP increased 0.6 percentage point. The
largest increases in affiliates” shares were in Argentina,
Peru, and Venezuela, and the largest decreases were in
Ireland, the United Kingdom, and Indonesia. The in-
creases in the South American countries were related
to the rapid rise in petroleum prices, which increased
the current-dollar value of production by foreign affili-
ates and encouraged the expansion of production. In
Ireland, the decrease was due to slower growth in pro-
duction by affiliates in the manufacturing sector than
production by other Irish firms in this sector. In the
United Kingdom, the decrease was mainly in the utili-
ties sector. In Indonesia, the decrease was mainly in the
mining sector.

Changes in MNC Value Added
in 2003-2004
The 2003-2004 changes in measures of MNC opera-
tions, such as value added, can be estimated as the net

11. Except for a few small Caribbean and Central American countries,
table 6 shows all the countries that are shown in BEA’s standard tables for
data on U.S. direct investment abroad by country (table 16, for example).

U.S. Parent and Foreign Affiliate Shares of GDP and Employment

In this article, data on U.S. parent companies are com-
pared with data on employment and value added (or
GDP) for all private nonbank U.S. businesses, and data
on foreign affiliates are compared with data on value
added for individual foreign countries. Comparisons of
affiliate and host-country employment levels are not
included in this article, although such comparisons
would be valid. For value added for U.S. parents and for-
eign affiliates, these comparisons are performed at the
all-industries level because industry classification differ-
ences between the data collected by BEA (on U.S. parent
and foreign affiliate operations) and data on total eco-
nomic activity might cause distortions in industry level
comparisons.

In addition, data on employment are used to estimate
U.S. parent shares of the U.S. economy by industry,
because these data can be disaggregated by industry of
sales. This breakdown of the data approximates the disag-
gregation of data for all U.S. businesses by industry of
establishment. Thus, the data on parent employment
may be used to calculate the parent shares of the U.S.
economy at a greater level of industry detail than can be
calculated using the value-added estimates or other data
that can only be disaggregated on the basis of the primary

industry of the parent.

In the classification by industry of sales, data on parent
employment (and sales) are distributed among all of the
industries in which a parent reports sales. As a result,
employment classified by industry of sales should
approximate that classified by industry of establishment
(or plant), because a parent that has an establishment in
an industry usually also has sales in that industry.! In
contrast, in the classification by industry of parent, all of
the operations data (including employment and value-
added data) for a parent are assigned to that parent’s
“primary” industry—that is, the industry in which it has
the most sales.? As a result, any parent operations that
take place in secondary industries are classified as opera-
tions in the primary industry.

1. However, this is not the case if one establishment of a parent pro-
vides all of its output to another establishment of that parent. For
example, if a parent operates both a metal mine and metal-manufactur-
ing plant and if the entire output of the mine is used by the manufactur-
ing plant, all of the parent’s sales will be in metal manufacturing, and
none in metal mining. When the mining employees are distributed by
industry of sales, they are classified in manufacturing even though the
industry of that establishment is mining.

2. A parent’s primary industry is based on a breakdown of the parent’s
sales by BEA international surveys industry classification code.
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effect of changes that result from several factors—(1)
parents entering the MNC universe by acquiring or es-
tablishing their first foreign affiliate; (2) foreign affili-
ates entering the MNC universe by being newly
acquired or established; (3) changes in the existing op-
erations of parents and affiliates; (4) parents and affili-
ates leaving the survey universe because they were sold
or liquidated; (5) parents and affiliates leaving the sur-
vey universe because of a change in the definition of
the nonbank survey universe; and (6) other changes
(table 7). Most of the increase in the estimates of MNC
value added between the 2003 annual survey and the
2004 benchmark survey resulted from increases in the

Table 6. Value Added of Majority-Owned Nonbank Foreign Affiliates
as a Percentage of GDP of Selected Host Countries, 1999 and 2004

1999 2004
Ireland 15.9 14.9
Singapore 117 124
Canada 10.4 9.6
Nigeria 8.2 8.2
United Kingdom 71 6.2
Norway 41 5.7
Malaysi 6.0 55
Honduras 47 53
Belgium 53 52
Hong Kong 5.1 5.0
Switzerland 35 49
Netherlands 4.8 49
Argentina 2.6 48
Venezuela 3.0 48
Australia 48 47
Thailand 27 43
Costa Rica 238 41
Peru 2.1 41
Philippines 3.6 34
Mexico 3.7 33
Sweden 26 32
Chile 4.0 32
New Zealand 35 3.1
Portugal 2.2 3.1
Brazil 3.1 3.0
Indonesia 37 28
Czech Republic 2.2 2.8
Ecuador 1.6 27
Germany 29 27
Egypt 1.2 27
Colombia 27 24
France 2.6 23
Hungary 25 23
Denmark 1.7 23
Israel 1.6 20
South Africa 1.3 1.9
Taiwan 2.1 1.8
Poland 0.7 1.8
Italy 1.9 1.7
Austria 1.6 16
Finland 17 16
Spain 1.8 14
Greece. 0.8 14
Turkey 1.0 1.2
United Arab Emirates 1.5 1.1
Republic of Korea 0.8 1.0
Japan 0.7 1.0
China 0.4 0.7
India 0.2 06
Russia 0.1 05
Saudi Arabia 0.7 *)
Weighted average of countries shown™ .............cccoccunniinen. 2.2 2.8

* Less than 0.05 percent.

1. The average share of host-country GDP in these countries was derived as a weighted average in terms of
host-country GDP.

Nores. The countries are sorted in descending order of their 2004 values. If two countries have the same
2004 value, they were sorted using unrounded values.

Gross domestic product data for host countries were obtained from the World Bank Web site.

GDP Gross domestic product
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existing operations of U.S. parent companies and their
foreign affiliates. Another significant factor in the in-
crease was “other changes,” which probably reflect im-
provements in coverage in the benchmark survey, but
which may also reflect other factors, such as measure-
ment errors in other items in table 7 (“other changes”
in table 7 is estimated as a residual item). The increase
due to these two factors was partly offset by a decrease
related to a change in the definition of the nonbank
survey universe (for details on the improved coverage
and the change in definition of the survey universe, see
the appendix).

Newly acquired or established affiliates. The
growth in the value added of foreign affiliates in 2004
resulted partly from the addition of affiliates that were
newly acquired or established in 2004. Data for these
affiliates show where U.S. MNCs have been expanding
their operations through new business enterprises and,
thus, can provide some evidence of the countries and

Table 7. Sources of Change in the Value Added of
Nonbank U.S. Multinational Companies, 2003-2004

Line Millions of dollars
U.S. MNCs
12003 level 2,655,903
2| Total change 384,233
3 New parents or affiliates 10,490
4 Changes in existing operations' 239,256
5 Sales or liquidations -35,227
6 Change in definition of nonbank universe.............ccccoveverereerrereennns -19,331
7 Other changes® 189,045
82004 level 3,040,136
Parents
92003 level 1,958,125
10 | Total change 257,675
11| New parents* 1,906
12| Changes in existing operations' 150,357
13| Parents departing the universe® -22,371
14|  Change in definition of nonbank UNIVErSE2............vvvvvervinrivnecrinenine -17,158
15| Other changes® 144,941
16 | 2004 level 2,215,800
MOFAs
17 {2003 level 697,778
18 | Total change 126,558
19|  New affiliates 8,584
Of which:
20 Acquired by U.S. parents 2,674
21 Established by U.S. parents 5,910
22| Changes in existing operations’ 88,899
23| Sales or liquidations of foreign affiliates -12,856
24|  Change in definition of nonbank universe?. -2,173
25| Other changes® 44,104
26| 2004 level 824,336

1. Includes changes resulting from parents (line 12) or affiliates (line 22) acquiring, establishing, selling, or
liquidating parts of their consolidated operations. BEA generally requires survey respondents to fully consoli-
date their U.S.-parent operations but does not generally permit survey respondents to consolidate affiliate oper-
ations unless they are in the same country and the same industry or are integral parts of a single business
operation.

2. In 2004, nonbank units of U.S. banks have been defined out of the nonbank dataset. For more information,
see the appendix.

3. Changes that could not be allocated, such as the addition of parents and affiliates to the survey universe
that were required to report on earlier surveys but did not. These lines will also capture any measurement error
in the identifiable sources of change because they are calculated as residuals. For example, line 7 is calculated
as the difference between line 2 and the sum of lines 3-6.

4. Parents that established or acquired their first foreign affiliate in 2004.

5. Parents that sold or liquidated their last foreign affiliate and those that went out of business in 2004.

MNC Multinational company

MOFA Majority-owned foreign affiliate
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industries that have offered attractive investment op-
portunities to U.S. MNGCs. In 2004, U.S. MNCs ac-
quired or established 525 new foreign affiliates, which
had a combined value added of $8.6 billion and a com-
bined employment of 116,400 workers (table 8).

By area, high-income countries continued to be the
most popular location for new affiliates in 2004. The
new affiliates in these countries accounted for 74.1
percent of the total value added of all new affiliates and
for 60.3 percent of the total employment of all new af-
filiates. The longstanding tendency for U.S. MNCs to
concentrate their investments in high-income coun-
tries suggests that a key factor in the decisions of U.S.
companies about foreign locations is access to large
and affluent markets; other important factors may in-
clude access to a highly trained labor force and access
to supplying firms.

By industry, manufacturing continued to be one of
the most popular industries for new investments in
2004. New manufacturing affiliates accounted for 29.5
percent of all new affiliates, for 52.8 percent of their

Table 8. Newly Acquired or Established Nonbank Majority-Owned
Foreign Affiliates by Major Area and Industry of Affiliate, 2004

Number of newly acquired or
; i Value added | Number of
established affiliates (millions of | employees
Total | Acquired |Established dofars) |(thousands)
Total ... 525 235 290 8,584 116.4
By major area
Canada 33 16 17 385 72
Europe 318 160 158 4,452 53.3
Latin America and Other Western
Hemisphere.........c.coocvvineineivncinnns 64 20 44 1,570 10.8
Africa 12 1 11 (D) (D)
Middle East 5 1 4 (D) (D)
Asia and Pacific 93 37 56 1,521 39.8
High-income countries’.............ccoee... 421 190 231 6,357 70.2
Upper-middle-income countries’ 44 18 26 1,095 121
Lower-middle-income countries' 51 24 27 583 29.6
Low-income countries...........cccccoeuuue 9 3 6 548 46
By major industry
Mining 1 1 10 744 0.9
Utilities 1 1 0 (D) (D)
Manufacturing............coeeeevveerneiniinens 155 98 57 4,533 741
Of which:
5 2 3 8 05
. 16 8 8 122 3.1
Primary and fabricated metals..... 11 5 6 229 41
Machinery ........coccvmeveemerecreenenns 42 26 16 1,418 18.6
Computers and electronic
Products ......ccvveervvenrireniienns 26 19 7 277 13.9
Electrical equipment, appliances,
and components . 3 1 2 (D) (D)
Transportation equipment . 13 8 5 278 6.3
Wholesale trade 83 50 33 926 11.9
Information 22 12 10 297 44
Finance (except depository
institutions) and insurance .............. 79 13 66 534 43
Professional, scientific, and technical
services... . 44 22 22 370 115
Other industries 130 38 92 1,180 9.3
Of which:
Holding companies ............c.c...... 74 16 58 778 0.1

D Suppressed to avoid disclosure of data of individual companies.

1. As classified by the World Bank. (See footnote 3 to the text.)

Norte. The estimates in this table cover only newly acquired or established foreign affiliates. They exclude
data for consolidated units of existing foreign affiliates that were acquired or established during the year.
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value added, and for 63.7 percent of their employ-
ment.!?

Selected Aspects of MNC Operations
This section analyzes selected aspects of the operations
of U.S. MNGs, including some based on detailed data
collected only in benchmark survey years. Specifically,
this analysis focuses on three main aspects of MNC op-
erations—sales, U.S. trade in goods, and employment
by broad occupational class.

Sales by U.S. MNCs

In 2004, total sales of U.S. parents were $6,949.0 bil-
lion, and total sales of majority-owned foreign affili-
ates were $3,238.5 billion (table 9). In 1999-2004,
parents’ sales grew at an average annual rate of 3 per-
cent, and foreign affiliates’ sales grew at an average rate
of 8 percent; both growth rates matched the corre-
sponding growth rates of value added over this

12. “Holding companies” also accounted for a large share (14.1 percent)
of new affiliates, but for very little of the employment or value added of new
affiliates. In the last two decades, the number of foreign affiliate holding
companies has increased, but this trend has had little effect on the value
added or employment of foreign affiliates because the primary activity of
these companies is holding the securities or financial assets of other compa-
nies.

Table 9. Sales of Goods and Services by Nonbank U.S. Parents
and Majority-Owned Nonbank Foreign Affiliates
by Destination, Transactor, and Industry, 2004
[Billions of dollars]

U.S. parents MOFAs
Of which: Of which:
Total’ Total’
Goods | Services Goods | Services
Total 6,949.0 | 4,586.5| 2,125.4| 3,238.5| 2,618.3| 525.2
By destination
To U.S. persons 6,020.2 | 3,834.7| 1,972.1| 335.9| 2851 35.6
To foreign countries... 928.8| 751.7| 153.3| 2,902.6| 2,333.2| 489.6
By transactor
To affiliated persons 600.2| 496.6 87.2| 911.8| 796.4 782
To unaffiliated persons... 6,348.8| 4,089.8| 2,038.2| 2,326.7| 1,822.0| 447.0
By industry

Mining....... 73.7 56.8 16.4| 139.3| 126.2 13.0

Utilities ..... 259.4 (D)| 246.5 35.2 (D) (D)

Manufacturint 3,236.9| 3,050.5| 136.5| 1,524.7| 1,511.8 12.7

Wholesale trade 651.4 (D) 47.0| 8200 7938 25.8

Information 540.0 147| 5250 117.0 22.9 94.0
Finance (except depository

institutions) and insurance........... 804.7 709| 561.0| 2218 ()| 1326
Professional, scientific, and

technical services . 210.9 243| 185.8| 103.6 (D) (D)

Other industries 1,171.9| 755.8| 407.1| 2769 (D) (D)

Addenda:
Total sales in 1994.... 3,990.0| 2,762.1| 1,073.9| 1,435.9| 1,231.8| 1712
Total sales in 1999..... 59755 3,842.4| 1,854.3| 2,2189| 1,782.7| 3729

D Suppressed to avoid disclosure of data of individual companies.

* Less than $50 million.

1. Investment income included by companies in their operating revenues is included in total sales but is not
shown separately. Some parents and MOFAs, primarily those in finance and insurance, include investment
income in sales or gross operating revenues. Most parents and MOFAs not in finance or insurance consider
investment income an incidental revenue source and include it in their income statements in a separate “other
income” category, rather than in sales. BEA collects separate data on investment income to ensure that—
where it is included in total sales—it is not misclassified as sales of services. U.S. parents’ investment income
was $237.2 billion in 2004, of which $172.8 billion was accounted for by parents in finance and insurance.
MOFAs’ investment income was $95.0 billion, of which $89.2 billion was accounted for by MOFAs in finance
and insurance.

MOFA Majority-owned foreign affiliate
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period." The growth rate of parents’ sales was substan-
tially lower in 1999-2004 than in 1994-99 (8 percent),
and the growth rate of affiliates’ sales was slightly lower
than in 1994-99 (9 percent). The sales of parents and
those of foreign affiliates were mainly targeted to dif-
ferent customers: 86.6 percent of parents’ sales were to
customers in the United States, and 89.9 percent of for-
eign affiliates’ sales were to customers outside the
United States.

Sales by U.S. parents and foreign affiliates to all cus-
tomers are not added together to give total U.S. MNC
sales, because the inclusion of outputs sold to other re-
lated firms that subsequently become embodied in the
future sales of the second firm can result in duplica-
tion. To avoid the duplication resulting from intra-
MNC sales, only sales by parents and foreign affiliates
to unaffiliated customers are added together; these
sales totaled $8,675.6 billion in 2004 and $7,372.3 in
1999.1 Of the $8,675.6 billion, $5,911.8 billion (68.1

13. The depreciation of the U.S. dollar over this period may have contrib-
uted to the more rapid growth in sales by affiliates than in sales by parents.
For any given fixed sales total in a given foreign currency, a depreciation of
the U.S. dollar against that currency will result in a higher sales total in U.S.
dollars.

14. This total can be allocated between sales by parents and sales by for-
eign affiliates, but such an allocation as an indication of the shares of pro-
duction may be misleading because the firm making the final sale to an
unaffiliated customer may not be the firm responsible for most of the value
added in production.
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percent) were sales of goods, and $2,485.2 billion (28.6
percent) were sales of services (the remainder was in-
vestment income); the shares attributable to sales of
goods and sales of services were little changed from the
shares in 1999.

Sales by U.S. parents

In 2004, sales by U.S. parents totaled $6,949.0 billion;
86.6 percent of total sales were to customers in the
United States, down from 90.9 percent in 1999, and
13.4 percent were to customers in foreign countries, up
from 9.1 percent. By transactor, 91.4 percent of the
sales were to unaffiliated customers, down from 95.9
percent in 1999. (Sales to unaffiliated customers in-
clude all of the sales to U.S. customers and in 2004, in-
cluded more than a third of the sales to foreign
customers.) Sales to affiliated customers (to parents’
foreign affiliates) rose to 8.6 percent in 2004 from 4.1
percent in 1999.

By type of product, sales of goods were $4,586.5 bil-
lion (or 66.0 percent) of U.S. parents’ sales, and sales of
services were $2,125.4 billion (or 30.6 percent). The
share of goods sales rose 1.7 percentage points from
the share in 1999, and the share of services sales fell 0.4
percentage point. The shift towards sales of goods and
away from sales of services contributed to the rising
share of sales to foreign affiliates as, relative to the sales

BEA collects two broad sets of data on U.S. direct invest-
ment abroad (USDIA): (1) Financial and operating data
of U.S. multinational companies and (2) international
transactions and direct investment position data. This
article presents highlights of the first set of data; the sec-
ond set of data is generally published in the July and Sep-
tember issues of the SURVEY OF CURRENT BUSINESS.!
Financial and operating data. The financial and oper-
ating data provide a picture of the overall activities of for-
eign affiliates and U.S. parent companies, using a variety
of indicators of their financial structure and operations.
The data on foreign affiliates cover the entire operations
of the affiliate, irrespective of the percentage of U.S. own-
ership. These data cover items that are needed in analyz-
ing the characteristics, performance, and economic
impact of multinational companies, such as sales, value
added, employment and compensation of employees,
capital expenditures, exports and imports, and research
and development expenditures. Separate tabulations are

1. The most recent articles are Jennifer L. Koncz and Daniel R. Yorga-
son, “Direct Investment Positions for 2005: Country and Industry
Detail,” Survey 86 (July 2006) and Jeffrey H. Lowe, “U.S. Direct Invest-
ment Abroad: Detail for Historical-Cost Position and Related Capital
and Income Flows, 2003—2005,” Survey 86 (September 2006): 87—129.

Data on U.S. Direct Investment Abroad

available for all affiliates and for affiliates that are major-
ity-owned by their U.S. parent(s).

International transactions and direct investment
position data. The international transactions data cover
a foreign affiliate’s transactions with its U.S. parent(s), so
these data focus on the U.S. parent’s share, or interest, in
its affiliate rather than on the affiliate's size or level of
operations. These data are essential to the compilation of
the U.S. international transactions accounts (ITAs), the
international investment position, and the national
income and product accounts. The major data items
include capital flows (recorded in the financial account of
the ITAs), which measure the funds that U.S. parents
provide to their foreign affiliates, and income (recorded
in the current account), which measures the return on
those funds. The data also cover royalties and license fees
and other service charges that parents receive from, or
pay to, their affiliates. All of these items measure flows in
a particular period, such as a quarter or a year.

Direct investment position data are stock (cumulative)
data; they measure the total outstanding level of U.S.
direct investment abroad at yearend. Estimates are pro-
vided both at historical cost and in terms of current-
period prices. The historical-cost estimates are published
by country and by industry.
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of services, sales of goods by U.S. parents were dispro-
portionately to foreign affiliates: 10.8 percent of sales
of goods were to foreign affiliates, while only 4.1 per-
cent of sales of services were to foreign affiliates. In ad-
dition to the shift towards sales of goods, sales to
foreign affiliates accounted for rising shares of both
sales of goods and sales of services. In 1999, sales to
foreign affiliates were 5.6 percent of goods sales and 1.5
percent of services sales.

By industry, the largest sales were by U.S. parents in
manufacturing ($3,236.9 billion), “other industries”
($1,171.9 billion), and “finance (except depository in-
stitutions) and insurance” ($804.7 billion). Sales by
U.S. parents in manufacturing accounted for 46.6 per-
cent of total sales, up 0.9 percentage point from the
share in 1999; shares of sales by U.S. parents in “other
industries” and in “finance (except depository institu-
tions) and insurance” were little changed.?

Sales by foreign affiliates

In 2004, sales by foreign affiliates of U.S. MNCs totaled
$3,238.5 billion. Most of their sales were to customers
outside of the United States; 89.6 percent of total sales
were to foreign customers, and 10.4 percent were to
U.S. customers. These shares were little changed from
the shares in 1999. In addition, most of foreign affili-
ates’ sales were to unaffiliated customers; 71.8 percent
of total sales were to unaffiliated customers, and 28.2
percent were to affiliated customers. The share of sales
to affiliated customers increased 1.9 percentage points
from the share in 1999.

By type of product, the mix between foreign affili-
ates’ sales of goods and sales of services was little
changed from 1999 to 2004. In 2004, sales of goods ac-
counted for 80.9 percent of total sales, and sales of ser-
vices accounted for 16.2 percent of total sales; the
goods share was up 0.5 percentage point from the
share in 1999, and the services share was down 0.6 per-
centage point. In sales of each of these two types of
products, the share going to affiliated customers rose;
the affiliated customer share of goods sales was up to
30.4 percent in 2004 from 29.4 percent in 1999, and
the affiliated customer share of services sales was up to
14.9 percent from 10.3 percent.

By industry of foreign affiliate, the largest sales were
by affiliates in manufacturing ($1,524.7 billion) and in
wholesale trade ($820.0 billion); together, they ac-
counted for nearly three-quarters of total sales. Sales by
affiliates in manufacturing accounted for 47.1 percent
of total sales in 2004, down 2.8 percentage points from

15. The 2004 distribution of sales by parents in the other major industries
was similar to the 1999 distribution. Of these other industries, mining had
the largest change in share, to 1.1 percent of total sales in 2004 from 0.7 per-
cent in 1999.
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the share in 1999; sales by affiliates in wholesale trade
accounted for 25.3 percent, little changed from the
share in 1999. The share of affiliates in “other indus-
tries” increased 1.5 percentage points, and the share of
affiliates in mining increased 1.4 percentage points.

By destination, sales by foreign affiliates to custom-
ers in the affiliates’ host countries were 63.0 percent of
total sales; in 1999, these sales accounted for 67.4 per-
cent (table 10). This decrease in share was counterbal-
anced by a 4.4-percentage-point increase, to 26.6
percent, in the share of sales to customers in “other
foreign countries” (foreign countries other than the
host country).!® (The share of sales to customers in the
United States, at 10.4 percent, was unchanged.) Sales to
customers in Europe accounted for the largest share of
sales to “other foreign countries.”'” Sales to customers
in Asia and Pacific accounted for the second largest
share of sales to “other foreign countries.” Asia and Pa-
cific’s share (as a destination) of sales to “other foreign
countries” increased more strongly than other areas’
shares, rising from 4.0 percent to 5.9 percent of total
sales.

By location of affiliate, the destination of sales by af-
filiates differed substantially. Sales by affiliates in Can-
ada and Mexico to U.S. customers each accounted for a
relatively large share—approximately 23 percent—of
their total sales (down from approximately 28 percent
and 27 percent, respectively, in 1999). A much smaller
share—approximately 3 percent—of the sales by affili-
ates in Japan and Australia were to U.S. customers. The
share of foreign affiliates’ sales to customers in their
host countries varied even more: 90.3 percent of sales
by affiliates in Japan were local, but only 43.8 percent
of sales by affiliates in the Netherlands were local (most
of their sales were to other European countries).

Since 1999, the distribution of sales has changed
more in some areas than in others. The change was
particularly significant for affiliates in the Middle East,
whose sales to “other foreign countries” rose to 29.4
percent from 18.0 percent, reflecting relatively slow
growth in local sales and sales to the United States. The
rise in the share of sales to “other foreign countries”
was distributed among several destination areas, in-
cluding Europe, other countries in the Middle East,
and Asia and Pacific. By industry, most of the increase
in these sales by affiliates in the Middle East was in

16. More detailed data on the destination of sales to “other foreign coun-
tries” are collected in the benchmark surveys than in annual surveys.

17. Some portion of the sales to customers in Europe was from sellers in
one European Union (EU) country to customers in another EU country.
Intra-EU sales, though regarded as foreign customer sales in the benchmark
survey, have certain elements in common with local sales because they lack
many of the impediments to commerce that are usually associated with for-
eign country sales. Apart from the EU, other regional economic groupings
might also generate similar advantages for intraregional sales.
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Table 10. Sales by Majority-Owned Nonbank Foreign Affiliates by Source and Destination, 2004

Area of Destination
Foreign countries other than the host country
Location of affiliate ; Latin
All areas gtnaligg Host country America Asia and
Total Canada Europe and Other Africa | Middle East Pacific
Western
Hemisphere
Billions of dollars
Total 3,238.5 335.9 2,041.1 861.5 13.6 566.9 53.2 16.5 21.2 190.1
Canada 416.4 94.8 309.9 118 i 43 31 0.1 0.2 36
Europe 1,709.4 102.3 1,005.8 601.3 75 502.9 19.2 10.4 12.8 485
Of which:
France 163.0 6.7 122.0 34.3 0.3 29.9 1.1 0.6 05 1.9
Germany 252.1 9.1 163.8 79.2 0.8 66.6 49 1.0 1.2 46
Netherland. 140.0 88 61.4 69.9 05 62.0 11 07 1.0 46
United Kingdom 436.2 34.2 310.2 91.8 11 73.0 34 26 31 8.6
Latin America and Other Western Hemisphere ..............cocveereunninns 357.6 7.2 220.7 65.7 16 24.6 245 15 0.9 12.6
Of which:
Brazil 71.5 29 57.1 115 02 42 56 0.1 ) 15
Mexico 1147 26.4 82.7 5.6 04 14 27 0.1 () 0.9
Africa 50.0 9.9 26.4 137 04 74 0.8 27 0.1 22
Middle East 20.4 35 10.8 6.0 (D) 0.9 ) 05 (D) 22
Asia and Pacific 684.7 54.1 467.5 163.1 (D) 26.7 5.6 1.3 (D) 121.2
Of which:
Australia 85.9 26 71.0 12.3 03 1.8 0.3 03 14 8.2
Japan 181.7 53 164.1 122 0.1 5.1 0.2 0.1 02 6.6
Percent
Total 100.0 10.4 63.0 26.6 0.4 17.5 1.6 0.5 0.7 5.9
Canada 100.0 22.8 744 28| s 1.0 0.8 ) ) 0.9
Europe 100.0 6.0 58.8 35.2 04 294 11 06 0.7 28
Of which:
France 100.0 41 74.8 21.0 0.2 18.4 0.7 04 0.3 1.1
Germany 100.0 36 65.0 314 0.3 26.4 1.9 04 05 1.8
Netherland: 100.0 6.3 438 49.9 04 443 0.8 05 07 33
United Kingdom 100.0 78 711 21.0 0.3 16.7 0.8 0.6 0.7 20
Lat(i; America and Other Western Hemisphere ............ccc..ccouvveunnnne 100.0 19.9 61.7 18.4 0.4 6.9 6.9 0.4 0.3 35
f which:
Brazil 100.0 4.1 79.8 16.1 0.2 58 78 0.1 0.1 2.0
Mexico 100.0 23.0 721 49 04 1.2 24 0.1 () 08
Africa 100.0 19.8 52.8 274 0.9 14.8 1.6 55 0.2 43
Middle East 100.0 17.4 533 294 (D) 44 *) 23 (D) 10.6
Asia and Pacific 100.0 7.9 68.3 238 (D) 3.9 0.8 0.2 (D) 17.7
Of which:
Australia 100.0 3.0 82.7 14.3 0.3 2.0 0.4 0.3 1.6 9.6
Japan 100.0 29 90.3 6.7 () 28 0.1 ) 0.1 37
Addenda: 1999 shares of sales Percent
Total 100.0 10.4 67.4 22.2 0.3 15.7 14 0.4 0.5 4.0
Canada 100.0 278 70.1 20 | s 1.1 04 0.0 0.0 06
Europe 100.0 44 65.9 29.7 03 26.1 0.7 04 05 1.6
Of which:
France 100.0 33 72.5 242 0.2 21.9 04 05 05 06
Germany 100.0 27 73.0 243 0.2 23.1 0.2 0.1 02 06
Netherland: 100.0 25 56.2 413 0.1 37.2 07 0.2 05 26
United Kingdom 100.0 5.1 76.3 18.7 0.1 16.2 05 0.3 0.4 1.1
Latin America and Other Western Hemisphere .............cccceuevevinnenns 100.0 173 65.9 16.8 05 57 73 0.3 0.1 30
Of which:
Brazil 100.0 5.8 84.2 10.0 (D) 32 5.9 (D) 0.0 0.5
Mexico 100.0 26.7 64.8 8.5 13 1.6 46 0.0 0.0 (D)
Africa 100.0 20.1 62.4 175 (D) 6.4 (D) 71 (D) (D)
Middle East 100.0 24.0 58.0 18.0 0.0 20 (D) ) 9.5 (D)
Asia and Pacific 100.0 111 714 176 (D) 26 (D) 0.2 (D) (D)
Of which:
Australia 100.0 35 86.2 10.4 0.3 1.1 0.2 0.2 038 77
Japan 100.0 3.3 92.1 45 (D) 08 0.2 (D) (D) 34

D Suppressed to avoid disclosure of data of individual companies.
* Less than $50 million or less than 0.05 percent.
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mining (which includes oil and gas extraction). Shares
of sales to “other foreign countries” by affiliates in Af-
rica and in Asia and Pacific, like those by affiliates in
the Middle East, rose relative to local sales and sales to
the United States. For affiliates in Europe (particularly
those in Germany, Netherlands, and the United King-
dom), shares of sales to “other foreign countries” and
to the United States increased, and the share of sales to
the host countries fell.

MNC-associated U.S. trade in goods

U.S. MNC-associated U.S. trade in goods consists of all
U.S. exports and U.S. imports of goods that involve
U.S. parents or their majority-owned and minority-
owned foreign affiliates. This trade accounts for an im-
portant, but falling, share of total U.S. trade. In 2004,
MNC-associated U.S. exports were $428.8 billion, or
52.4 percent of total U.S. exports, and MNC-associated
U.S. imports were $503.0 billion, or 34.2 percent of to-
tal U.S. imports (table 11). Intra-MNC trade ac-
counted for 38.5 percent of total MNC-associated U.S.
exports, and MNC trade with others accounted for
61.5 percent. Intra-MNC trade accounted for 41.6 per-
cent of MNC-associated U.S. imports, and MNC trade

Table 11. U.S. Trade in Goods Associated With Nonbank U.S. MNCs,

Selected Years
[Millions of dollars]

1994 1999 2004

MNC-associated U.S. exports, total............c..cocrerrreernerrneernrenns 344,504 | 441,598 | 428,815
Intra-MNC trade 138,281| 168,909 164,964

Shipped by U.S. parents to MOFAs 132,694 | 158,575| 154,812
Shipped by U.S. parents to other foreign affiliates ... 5587 10,334| 10,152
MNC trade with others 208,376 | 272,689 | 263,851
Shipped by U.S. parents to other foreigners ..............cccoccuuuueee. 185,050 | 238,693 | 234,521
Of which:
Shipped to foreign parent groups of U.S. parents? 18,207 | 26,140 31,744
Shipped to foreign affiliates by other U.S. persons 23,326 33,996 | 29,330
To MOFAs, 20,774| 31,973| 29,330
To other foreign affiliates® 2,552 2,023 na.

MNC-associated U.S. imports, total ...............ccocovnvcrrnernnerinnenns 256,819 | 391,022 502,953

Intra-MNC trade 114,881 | 166,990 | 209,094
Shipped by MOFAs to U.S. parents 107,203 | 158,958 | 198,559
Shipped by other foreign affiliates to U.S. parents’... 7,678 8,032| 10,535

MNC trade with others 143,405| 224,032 | 293,859
Shipped by other foreigners to U.S. parents ............ccccevrveeene 122,638 | 193,969 | 249,391

Of which:
Shipped by foreign parent groups of U.S. parents? 43,243| 78,002| 90,824
Shipped by foreign affiliates to other U.S. persons 20,767 | 30,063| 44,468
By MOFAs 15,161 23,288| 32,958
By other foreign affiliates® 5,606 6,775 11,510

Addenda:

All U.S. exports of goods 512,626 | 695,797 | 818,775
MNC-associated U.S. exports as a percentage of total 67.2 62.5 52.4
Intra-MNC exports as a percentage of total ..... 26.6 22.8 20.1

All U.S. imports of goods 663,256 {1,024,618 1,469,704
MNC-associated U.S. imports as a percentage of total 387 37.9 34.2
Intra-MNC imports as a percentage of total ..... 171 16.0 142

n.a. Not available.

1. This number is calculated as total exports (imports) between U.S. parents and all of their foreign affiliates
(ag Frzp;)rted for U.S. parents) less exports (imports) between U.S. parents and MOFAs (as reported for

S).

2. Pertains to U.S. parents that are, in turn, owned 10 percent or more by a foreign person. The foreign
parent group consists of (1) the foreign parent of the U.S. parent, (2) any foreign person, proceeding up the
foreign parent's ownership chain, that owns more than 50 percent of the person below it, and (3) any foreign
person, proceeding down the ownership chain(s) of each of these members, that is owned more than 50
percent by the person above it.

3. This number is calculated as total exports (imports) associated with “other” (that is, minority-owned and
50-percent owned) foreign affiliates (as reported for affiliates) less the estimate of exports (imports) between
U.S. parents and “other” foreign affiliates that are calculated as described in footnote 1. However, these esti-
mates may be imprecise because of differences in the coverage of the data reported for U.S. parents and for
1ﬁreign affiliates. No estimate of exports is available for 2004, because the differences were especially large
that year.

MNC Multinational company

MOFA Majority-owned foreign affiliate
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with others accounted for 58.4 percent.'®

In 1999-2004, the shares of both U.S. exports and
imports attributable to MNC-associated trade fell.
For MNC-associated U.S. exports, the share fell to 52.4
percent in 2004 from 62.5 percent in 1999; for MNC-
associated U.S. imports, the share fell to 34.2 percent
from 37.9 percent.

The drop in shares from 1999 to 2004 represents an
acceleration of a trend that began in 1994, when
growth in MNC-associated trade started to fall behind
the growth in total U.S. trade. MNC-associated U.S.
exports rose from $344.5 billion in 1994 to $441.6 bil-
lion in 1999 and then fell to $428.8 billion in 2004, an
average annual growth rate of 2 percent over the de-
cade, well below the 5-percent average annual growth
of total U.S. exports. Similarly, MNC-associated U.S.
imports grew at an average annual rate of 7 percent,
but total U.S. imports grew at an average annual rate of
8 percent. For both exports and imports, both the
share of total U.S. trade accounted for by intra-MNC
trade and the share accounted for by MNC trade with
others fell, and the drop in each share accounted for
roughly half of the drop in the (respective) MNC-asso-
ciated trade shares.

In addition to lagging behind the growth in total
U.S. exports, the growth in MNC-associated U.S. ex-
ports also lagged behind the growth in MNC value
added in 1994-2004. In contrast, MNC-associated U.S.
imports grew more quickly than MNC value added. In
this respect, MNC-associated trade reflected the
changing pattern in total U.S. trade: U.S. exports grew
more slowly, and U.S. imports grew more quickly, than
U.S. (current-dollar) GDP over this decade. The trend
toward increasing imports in both MNC-associated

18. U.S. MNC-associated U.S. trade in goods may be disaggregated into
two broad categories: (1) Intra-MNC trade (trade between U.S. parents and
their foreign affiliates) and (2) MNC trade with others (trade between U.S.
parents and foreigners other than their foreign affiliates and trade between
foreign affiliates and U.S. persons other than their U.S. parents).

BEA’s data on intra-MNC trade are distinct from a similar data series on
related-party trade from the Census Bureau. Unlike BEA’s data that are
from surveys of MNC operations, the Census Bureau data are based on
checkoff questions on export and import declarations. For exports, the def-
inition of “related party” in the Census Bureau series is based on an owner-
ship share of at least 10 percent, which is consistent with the definition of
direct investment used in BEA’s surveys; however, for imports, the Census
Bureau definition is based on a 6-percent ownership share. In addition, the
data on related-party trade, unlike BEA’s data, do not distinguish the trade
between U.S. and foreign units of U.S. MNCs from the trade between U.S.
and foreign units of foreign MNCs; however, they do provide extensive
product detail that is unavailable in the BEA data. For additional informa-
tion on BEA’s data, see William J. Zeile, “Trade in Goods Within Multina-
tional Companies: Survey-Based Data and Findings for the United States of
America” (paper presented at the Organisation for Economic Co-operation
and Development Committee on Industry and Business Environment,
Working Party on Statistics, Session on Globalisation, Paris, France,
November 3—4, 2003); <www.bea.gov/bea/papers.htm>.

19. Data from the annual surveys conducted between the benchmark
years show that the largest drops in the export shares occurred in 2000 and
2004 and that most of the drop in the import shares occurred in 2004.


www.bea.gov/bea/papers.htm
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trade and in total U.S. trade is also seen by comparison
of the ratio of exports to imports; the ratio of total U.S.
exports to total U.S. imports fell to 55.7 percent in
2004 from 77.3 percent in 1994, while the ratio of
MNC-associated U.S. exports to MNC-associated U.S.
imports fell to 85.3 percent from 134.1 percent.

U.S. trade in goods with foreign affiliates

U.S. exports of goods to majority-owned foreign affili-
ates were $184.1 billion in 2004 (table 12).2° U.S. im-
ports of goods from foreign affiliates were $231.5

20. Data by country on U.S. parent trade flows are only available for trade
with their foreign affiliates. Data by country on U.S. parent trade with other
foreign persons were collected in some previous benchmark surveys but not
in the 2004 benchmark survey.

Operations of U.S. Multinational Companies

November 2006

billion. Most of this trade—84.1 percent for exports
and 85.8 percent for imports—was intra-MNC trade.
The distribution between trade with U.S. parents and
trade with other U.S. persons was very similar in 2004
to these distributions in 1994 and 1999.

By area, U.S. trade with affiliates in Canada was
largest for both exports ($58.9 billion) and imports
($84.5 billion); trade with affiliates in Europe was next
largest. By country, after Canada, the U.S. trade with
affiliates in Mexico (exports of $29.5 billion and im-
ports of $41.2 billion) and in the United Kingdom (ex-
ports of $11.9 billion and imports of $9.8 billion) were
largest.

Exports shipped to foreign affiliates accounted for
22.5 percent of total U.S. exports, and imports shipped

Table 12. U.S. Trade in Goods Associated with Majority-Owned Nonbank Foreign Affiliates
by Area of Destination or Origin and Industry, by Transactor and Intended Use, 2004

Exports shipped to MOFAs Imports shipped by MOFAs Addenda: Percentage of
. total U.S. trade
Toal Percentage Percentage of total intended for Toal Percentage
h f total : h of total
(millions sh(') db Capital Resale without Furth (millions hinped t
of dollars)* |, ShiPped by | Gapita further urther 1 of dollars)! |, STPPEAI0 | Eyportst | Imports®
U.S. parents?| equipment? manufacture® manufacture? U.S. parents
Al areas, all products 184,143 84.1 1.0 316 64.8 231,518 85.8 225 15.8
By area of destination or origin
Canada 58,898 76.8 0.7 257 725 84,518 85.8 31.0 33.0
Europe 47,820 90.7 05 40.3 56.0 54,045 86.9 247 16.8
Of which:
France 3,831 87.8 0.2 236 745 4,182 91.5 18.0 13.2
Germany 6,168 92.8 0.6 35.2 62.7 6,146 775 19.6 8.0
Netherland 7,781 91.9 0.0 44.7 45.5 2,626 82.4 32.0 211
United Kingdom 11,850 90.4 0.8 39.2 56.9 9,783 83.1 32.9 211
Latin America and Other Western Hemisphere .............cocceneeeenrreenennnnes 37,508 80.6 15 20.5 743 52,630 86.3 218 20.7
Of which:
Brazil 3,149 71.6 0.2 16.8 80.3 2,279 72.6 22.7 10.8
Mexico 29,461 81.6 0.4 17.4 785 41,203 89.3 26.6 26.4
Africa 1,674 7.1 27.8 35.9 345 2,403 59.8 12.6 5.3
Middle East. 1,191 91.6 78 16.5 726 1,166 69.0 5.1 2.3
Asia and Pacific 37,053 91.0 0.3 412 55.6 36,754 85.5 16.4 6.8
Of which:
Australia 4,433 92.1 0.2 46.8 51.0 1,663 87.7 31.1 22.0
Japan 9,409 91.9 0.4 57.1 36.9 2,644 97.4 17.3 20
By industry of MOFA
Mining 1,769 41.2 99.4 0.0 0.0 14,006 736 n.a. na.
Utilities 2 65.1 100.0 0.0 0.0 (D) (D) n.a. na.
Manufacturing 125,168 82.1 0.1 45 94.1 182,380 86.4 na. na.
f which:
Food 3,190 64.5 () 0.2 99.1 3,749 63.1 n.a. na.
Chemicals 20,169 87.9 (") 05 98.3 17,158 91.8 n.a. na.
Primary and fabricated metals 3,037 69.5 () 0.1 99.9 3,557 65.9 na. n.a.
Machinery 7,518 87.9 (%) 0.7 99.3 8,824 84.0 na. na.
Computers and electronic products 20,350 91.7 0.1 () 99.5 37,562 86.7 na. n.a.
Electrical equipment, appliances, and components.............c.coceunec. 2,631 88.0 (*) (") 100.0 3,512 81.3 na. na.
Transportation equipment 53,816 76.0 0.1 10.1 88.0 82,428 90.2 na. na.
Wholesale trade 46,318 92.0 *) 98.3 0.1 32,993 87.7 na. n.a.
Information 569 88.6 03 0.2 0.0 108 52.8 na. na.
Finance (except depository institutions) and insurance ... . 6 26.6 0.0 0.0 0.8 0. na. n.a.
Professional, scientific, and technical services 1,677 96.1 0.3 52.0 0.0 (D) (D) na. n.a.
Other industries 8,633 76.4 *) 70.1 17.9 1,594 (D) na. na.

D Suppressed to avoid disclosure of data of individual companies.

* Less than $500,000 or less than 0.05 percent.

n.a. Not available.

1. The all-areas, all-products value in the total columns can be computed from the 2004 column in table 11
as the sum of the row giving intra-MNC trade between U.S. parents’ MOFAs and the row giving trade between
MOFAs and other U.S. persons. For exports, this computation is $154,812 million plus $29,330 million
(rounding causes this sum to be $1 million less than the value shown in this table).

2. Total U.S. trade consists of trade with U.S. parents plus trade with unaffiliated U.S. persons. This column
gives the share of such trade with U.S. parents; the share of such trade with unaffiliated U.S. persons is not

shown separately. The share of trade with unaffiliated U.S. persons can be computed as 100 percent minus the
share (in percent) of trade with U.S. parents. Overall, exports shipped by unaffiliated persons were 16 percent
of total exports associated with MOFAs in 2004, and imports shipped to unaffiliated U.S. persons were 14
percent of total imports associated with MOFAs in 2004.

3. U.S. exports to MOFAs for “other” intended uses is also included in total exports but is not shown sepa-
rately. Overall, exports intended for “other” uses were 3 percent of total exports associated with MOFAs in 2004.

4. These estimates are computed from data from the Census Bureau.

MOFA Majority-owned foreign affiliate
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by affiliates accounted for 15.8 percent of total U.S. im-
ports. These shares varied across host countries and ar-
eas; foreign affiliates’ trade accounted for nearly a third
of total U.S. trade with Canada, but for much smaller
shares of trade with the Middle East, Africa, and Asia
and Pacific. In most of the areas and in most of the ma-
jor host countries, the foreign affiliates’ share of total
U.S. exports exceeded the corresponding foreign affili-
ate import share. In particular, for Japan, foreign affili-
ates’ share of U.S. exports (17.3 percent) was 15.3
percentage points more than their share of U.S. im-
ports (2.0 percent), and for Germany, foreign affiliates’
share of exports (19.6 percent) was 11.6 percentage
points more than their share of imports (8.0 percent).
For Canada, however, foreign affiliates’ share of U.S.
exports was slightly less than their share of U.S. im-
ports.

The benchmark survey collects data on the intended
uses of the U.S. exports shipped to foreign affiliates. In
2004, 64.8 percent of exports shipped to foreign affili-
ates were intended for further manufacture (down
from 67.4 percent in 1999). Most of the remaining ex-
ports were intended to be resold without any further
manufacture. By industry of affiliate, the share of ex-
ports to foreign affiliates in manufacturing intended
for further manufacture, at 94.1 percent (up slightly
from the share in 1999), was much higher than the all
industry share. Most of the exports to wholesale trade
affiliates and affiliates in “other industries” were to be
resold. Small shares of exports were for use as capital
equipment (especially important for mining affiliates)
and “other” purposes (especially important for affili-
ates in information). By area, relatively large shares of
exports to affiliates in Latin America and Other West-
ern Hemisphere, Canada, and the Middle East were for
further manufacture, but relatively small shares of ex-
ports to affiliates in Africa and Asia and Pacific were
for further manufacture; 27.8 percent of exports to Af-
rica were capital equipment, and 41.2 percent of ex-
ports to Asia and Pacific were for resale.

The ratio of exports shipped to foreign affiliates to
imports shipped from foreign affiliates fell to 79.5 per-
cent in 2004 from 104.6 percent in 1999 after falling
from 125.4 percent in 1994. The decline in the ratio
between 1999 and 2004 was relatively widespread
across countries and industries but was not uniform
(chart 3 and table 13). For example, the ratio dropped
15-50 percentage points for the four areas with the
largest foreign-affiliate-associated trade flows (Canada,
Europe, Latin America and Other Western Hemi-
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sphere, and Asia and Pacific). The ratio for 78 host
countries fell, and the ratio for only 40 host countries
rose.

Employment by occupation

The 2004 benchmark survey was the first BEA survey
to collect data on two broad occupational classes of
employment by U.S. parents and foreign affiliates—
managerial, professional, and technical employees and
all other employees. In 2004, managerial, professional,
and technical employees accounted for 25.9 percent of

Table 13. U.S. Trade in Goods Associated With
Majority-Owned Nonbank Foreign Affiliates
by Area of Destination or Origin and Industry, 2004

[Millions of dollars]

us. US. | Export-to- Addenda:
exports | imports |importratio| Export-to-import
shipped | shipped | asa ratio in prior
to by |percentage| benchmark years
MOFAs | MOFAs | ((col. 1/ (percent)
col. 2)
x100) 1994 1999
Mm@ @ @ | ®
All areas, all products ............c..ccocouunee 184,143 | 231,518 795| 1254 104.6
By area of destination or origin
Canada 58,898 | 84,518 69.7| 106.7 84.2
Europe 47,820 | 54,045 885| 219.0| 139.7
Of which:
France 3,831 4,182 91.6| 1753 160.7
Germany 6,168| 6,146 100.4| 252.1 1824
Netherlands 7,781| 2,626 296.3| 4733| 356.7
United Kingdom 11,850 9,783 1211 169.4| 1353
Lat(i; America and Other Western Hemisphere | 37,508 | 52,630 7.3 103.8 107.0
f which:
Brazil 3,149 2,279 1382 103.8| 130.6
Mexico 29,461 41,203 715 9.8 102.7
Africa 1,674| 2,403 69.7 28.1 52.0
Middle East 1,191 1,166 102.1 56.1 73.0
Asia and PacifiC ...........cooucuneciiiicenninieriessiiiinns 37,053 | 36,754 1008 121.0| 116.3
Of which:
Australia 4,433| 1,663 266.6| 4786 362.1
Japan 9,409| 2,644 355.8| 354.2| 486.0
By industry of MOFA
Mining 1,769 | 14,006 12,6 na. 25.3
Utilities 2 (D) (D) na.| 1862
Manufacturing 125,168 | 182,380 68.6 na. 85.3
Of which:
Food 3,190 3,749 85.1 na. 58.0
Chemicals 20,169| 17,158 117.5 na. 140.0
Primary and fabricated metals................... 3,037| 3,557 85.4 na. 74.5
Machinery 7,518| 8,824 85.2 n.a. 89.9
Computers and electronic products. 20,350 | 37,562 54.2 n.a. 81.5
Electrical equipment, appliances, a
COMPONENtS.......cvervrnenae 2,631 3512 74.9 n.a. 78.3
Transportation equipment 53,816| 82,428 65.3 na. 80.4
Wholesale trade....... 46,318 | 32,993 1404 n.a. 287.4
Information 569 108 528.6 na.| 4344
Finance (except depository institutions) and
insurance 6 [V I Na | e
Professional, scientific, and technical services 1,677 (D) (D) na.| 2305
Other INAUSHTES ... 8,633 1,594 541.7 na.| 4551

* Less than $500,000 or less than 0.5 percent.

(D) Suppressed to avoid disclosure of data of individual companies.
n.a. Not available.

MOFA Majority-owned foreign affiliate
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