April 1998

SURVEY OF CURRENT BUSINESS 29

The Domestic Orientation of Production
and Sales by U.S. Manufacturing Affiliates

of Foreign Companies

By William J. Zeile

S INCE THE surge in foreign direct investment
in the United States in the late 1980’s, much
attention has focused on the role of foreign-
owned firms in the U.S. economy, particularly
in manufacturing." A question that is frequently
posed concerns the degree to which U.S. affil-
iates of foreign companies are integrated into
the U.S. economy through their sourcing behav-
ior and value-added activity. A related question
is whether U.S. manufacturing affiliates in com-
parison with domestically owned firms are more
oriented toward producing for the U.S. mar-
ket or for their home-country and other foreign
markets.

Data from the benchmark and annual surveys
of foreign direct investment in the United States
that are conducted by the Bureau of Economic
Analysis (Bea) can be used to gauge the domes-
tic content of output by U.S. affiliates of foreign
companies.” For affiliates in manufacturing,’
aggregate estimates presented in two previous
articles in the Survey or CURRENT BUSINEss
show a high share of domestic content in out-
put; in each of the years examined, about 9o
percent of the output of these affiliates was ac-
counted for by the affiliates’ own value added
and by the value of inputs purchased from sup-
pliers located in the United States.* In both

1. As an indicator of the increased importance of foreign-owned affiliates
in U.S. manufacturing, the share of U.S. manufacturing employment that is
accounted for by U.S. affiliates of foreign companies increased steadily from
7.6 percent in 1987 to 11.7 percent in 1994 before dipping to 11.4 percent in
1995. The employment shares for 1990—95 are shown in table 12 of “Foreign
Direct Investment in the United States: New Investment in 1996 and Affiliate
Operations in 1995,” SUrRVEY OF CURRENT BusiNess 77 (June 1997): 54.

2. In this article, the term “domestic content” refers to the difference
between gross output and direct imports of intermediate inputs. This termi-
nology is used for analytical purposes only and does not constitute an official
definition.

3. In BEA'S data on direct investment, manufacturing excludes petroleum
and coal products manufacturing, which is classified under the major industry
“petroleum.”

4. See Jeffrey H. Lowe, “Gross Product of U.S. Affiliates of Foreign
Companies, 1977-87" Survey 7o (June 1990): 45-53; and William J. Zeile,
“Merchandise Trade of U.S. Affiliates of Foreign Companies,” SURVEY 73
(October 1993): 52—65.

In addition, estimates of domestic content for all nonbank U.S. affili-
ates were presented as supplementary items in two articles in the Survey

articles, imports are estimated to have accounted
for less than 20 percent of the intermediate in-
puts purchased by all manufacturing affiliates.
In addition, the second article shows that im-
port shares of affiliate purchases of intermediate
inputs in 1991 were generally low across more
detailed manufacturing industries; however, in
a few industries, the import shares were quite
high—more than 30 percent—particularly for
Japanese-owned affiliates.

An outstanding question from these results is
the degree to which the domestic content for
affiliates in manufacturing differs from that for
domestically owned manufacturers, both in the
aggregate and across detailed industries. A re-
lated question is the degree to which any observed
differences in domestic content at the aggregate
level reflect systematic differences in behavior
across industries rather than differences in a few
specific industries or differences in the types of
industries in which affiliates and domestically
owned companies are concentrated.

In this article, measures of domestic content
for U.S. manufacturing affiliates in 1989 and 1994
are compared with measures of domestic content
for domestically owned U.S. parent companies
in manufacturing (which in 1994 accounted for
more than one-half of the gross output of all
domestically owned U.S. companies in manu-
facturing); the data are from Bea’s 1989 and
1994 benchmark surveys of U.S. direct invest-
ment abroad.” Domestically owned U.S. parent
companies are an appropriate comparison group

that featured an alternative disaggregation of the U.S. current account based
on ownership. See J. Steven Landefeld, Obie G. Whichard, and Jeffrey H.
Lowe, “Alternative Frameworks for U.S. International Transactions,” SUrRVEY
73 (December 1993): s0—-61; and Obie G. Whichard and Jeffrey H. Lowe,
“An Ownership-Based Disaggregation of the U.S. Current Account, 1982—93,”
Survey 75 (October 1995): 52-61.

5. In addition to the two Survey articles cited above, the analysis in
this article builds on earlier work by the author that will be presented in
William J. Zeile, “Imported Inputs and the Domestic Content of Production
by Foreign-Owned Manufacturing Affiliates in the United States,” in Geogra-
phy and Ownership as Bases for Economic Accounting, ed. Robert E. Baldwin,
Robert E. Lipsey, and J. David Richardson (Chicago: University of Chicago
Press, forthcoming in 1998).
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because of their similarity with U.S. affiliates in
terms of size and international orientation. In
addition, the data for U.S. parent companies are
highly comparable with those for U.S. affiliates
because the data for both are collected at the en-
terprise level and are based on the same concepts
and definitions.°

Domestic content is analyzed in terms of three
related measures that provide information about
the inputs used in production: (1) The domes-
tic content of gross output, (2) the value-added
share of gross output, and (3) the import share
of intermediate inputs. The first measure is the
broadest measure of domestic content: It shows
the share of a company’s gross output (sales
plus inventory change) that is accounted for by
wages and salaries, profits, and other incomes
earned through its production in the United
States and by the value of raw materials, com-
ponents, and other intermediate inputs that are
purchased from U.S. suppliers.

The domestic content of output is determined
by two decisions that are captured by the second
and third measures: The “make or buy” decision
and the “import or procure locally” decision. The
“make or buy” decision determines the degree
of vertical integration in firm production, which
is reflected in the share of output accounted for
by the firm’s own value added. The “import
or procure locally” decision, which determines
the firm’s linkages to domestic suppliers, is cap-
tured by the share of imports in its intermediate
inputs.”

In addition, the market orientation of affiliate
output is analyzed in terms of the export share
of sales. This measure shows the degree to which
affiliates target their output to markets abroad
rather than to the U.S. market.

The analysis in this article includes more de-
tailed information than previous Survey articles,
and it introduces a number of new features.
First, each of the four measures for affiliates is
compared with the corresponding measure for
domestically owned companies in the same in-
dustries; the comparisons are made across 32
detailed manufacturing industries. Second, for
affiliates in selected industries, data for a fixed
panel of affiliates for 1988—94 are used to assess
changes in affiliate behavior over time. Third,
differences in affiliate domestic content and mar-
ket orientation by country of ownership are

6. See the section “Data used to construct measures” in the appendix.

7. See the discussion of affiliate linkages with host-country suppliers
in John H. Dunning, Multinational Enterprises and the Global Economy
(Wokingham, England: Addison-Wesley, 1993): 446—459.

systematically examined through comparisons of
averages for the four measures that are adjusted
for industry effects.

The overall profile of affiliate operations that
emerges from this analysis reveals both similar-
ities and differences between U.S. affiliates and
domestically owned manufacturers. For both
groups of firms, domestic content accounts for
a high share of output. However, the share
for affiliates is not quite as high as that for the
domestically owned firms; the domestic-content
share for affiliates tends to be lower than that
for domestically owned companies across the
detailed industries, and the difference at the
aggregate level increases, rather than decreases,
when industry mix is held constant.

The differences in content are attributable to
differences in both value-added shares and the
sourcing of intermediate inputs. Value added
within the firm accounts for less than one-half of
the value of output for both affiliates and domes-
tically owned firms, but the value-added share for
affiliates is somewhat smaller than the share for
the domestically owned firms. Both affiliates and
domestically owned firms purchase most of their
inputs from domestic suppliers, but the share of
imports in intermediate inputs is much higher for
affiliates, largely due to their use of inputs pur-
chased from their foreign parent companies and
other affiliated foreign suppliers. With respect to
market orientation, both U.S. affiliates and do-
mestically owned manufacturers sell most of their
output in the United States, but the share of ex-
ports in sales is somewhat smaller for affiliates
than for the domestically owned firms.

The following are among the specific findings:

« The domestic content of gross output for all
manufacturing affiliates is 8; percent, com-
pared with 93 percent for domestically owned
manufacturing companies. In most indus-
tries, the measure for affiliates is just below
that for domestically owned companies.

o The domestic-content share for affiliates
tends to be lowest in industries in machinery,
transportation equipment, and instruments
manufacturing—industries whose interme-
diate inputs consist mainly of manufactured
components rather than commodity-type
bulk materials.

o The value-added share of gross output for all
manufacturing affiliates is 30 percent, com-
pared with 37 percent for domestically owned
manufacturing companies. In most of the
32 manufacturing industries, the value-added
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share for affiliates is more than 20 per-
cent lower than that for domestically owned
companies.

Affiliates rely on imports to a much greater
degree than do domestically owned compa-
nies. The share of intermediate inputs that
are imported is 19 percent for all manufac-
turing affiliates, compared with 11 percent
for domestically owned companies. In about
two-thirds of the 32 industries, the import
share of intermediate inputs for affiliates is
more than twice that for domestically owned
companies.

About two-thirds of the imports by U.S.
manufacturing affiliates are obtained from
the affiliates’ foreign parent companies or
other foreign firms with which the parents
are associated.

Production by U.S. manufacturing affiliates
is strongly oriented toward the domestic
market: The export share of sales for all
manufacturing affiliates is only 10 percent,
compared with 14 percent for domestically
owned companies. The export share for af-
filiates is lower than that for domestically
owned companies in about two-thirds of the
32 industries.

For affiliates in the electronic components
and motor vehicle industries, domestic con-
tent has increased over time, reflecting a
decrease in the import share of intermediate
inputs. In other machinery-type industries,
however, the domestic-content and import-
share measures for affiliates show no sus-
tained trend. For affiliates in construction
machinery, metalworking machinery, and in-
struments, the export share of sales has
increased.

German-, Swiss-, and Japanese-owned affil-
iates have the lowest average domestic con-
tent in comparison with domestically owned
U.S. parent companies in comparable indus-
tries. The relatively low domestic content for
German- and Swiss-owned affiliates reflects
their relatively high reliance on imports for
their purchased inputs. For Japanese-owned
affiliates, the relatively low domestic content
reflects a relatively low share of value added
in gross output and a high share of imports
in intermediate inputs.

British-owned affiliates have the highest av-
erage domestic content, the highest average
value-added share, and the lowest average
import share of purchased inputs. The meas-
ures for these affiliates are closest to those

for domestically owned companies in com-
parable industries, perhaps reflecting the fact
that, compared with investments from other
countries, British direct investment in U.S.
manufacturing industries tends to be older
and has almost exclusively taken the form of
acquisitions of existing U.S. companies.

« For most of the investing countries, the aver-
age export share of sales for affiliates does not
differ significantly from the export share for
domestically owned companies. However,
Japanese-owned affiliates have a high average
share of exports in sales in comparison with
domestically owned companies, particularly
in such primary resource-intensive industries
as lumber and wood products and food and
kindred products other than beverages.

The next section of the article discusses the
measures of domestic content and market orien-
tation. The article then compares the industry-
level estimates of the measures for U.S. affiliates
with those for domestically owned manufac-
turing companies. Next, the article examines
changes over time in the measures for a panel of
affiliates in selected industries. It then examines
differences in affiliate behavior by country of ulti-
mate beneficial owner (uso).® Finally, the article
examines differences in the geographic pattern
of international purchases and sales of affiliates
by country of ownership. An appendix discusses
the data used to construct the measures and
investigates the extent to which the results are
affected by imports unrelated to manufacturing
production in the data for affiliates.

Measures of Content
and Market Orientation

Data from Bea’s benchmark and annual surveys
of foreign direct investment in the United States
were used to construct three measures that reveal
information about the content of output of U.S.
manufacturing affiliates: The domestic content
of gross output, the value-added share of gross
output, and the import share of intermediate
inputs.

8. The uso is that person, proceeding up a U.S. affiliate’s ownership
chain, beginning with and including the foreign parent, that is not owned
more than so percent by another person. “Person” is broadly defined to
include any individual, corporation, branch, partnership, associated group,
association, estate, trust, or other organization and any government (in-
cluding any corporation, institution, or other entity or instrumentality of a
government). The foreign parent is the first foreign person in the affiliate’s
ownership chain. Unlike the foreign parent, the uso of an affiliate is identi-
fied to ascertain the person that ultimately owns or controls the U.S. affiliate
and that, therefore, ultimately derives the benefits from owning or controlling
the affiliate.
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The domestic content of gross output can be
expressed as follows:

(1) Domestic Content of Gross Output
= (Gross Output — Imports) / Gross Output,

where gross output is computed as sales plus the
change in end-of-year inventories (table 1).” As
defined, domestic content for a U.S. affiliate is
that portion of its gross output that is accounted
for by wages and salaries, profits, and other in-
comes earned within the affiliates themselves and
by the value of raw materials, components, and
other inputs purchased from domestic suppliers.

Conceptually, gross output for a firm is equal
to its value added, or gross product originating
in the firm, plus the value of intermediate inputs
purchased from others."” Because value added by
an affiliate represents production in the country
in which the affiliate is located, other things be-
ing equal, a higher share of value added in total
output implies higher domestic content." This
share can be expressed as follows:

(2) Value-Added Share of Gross Output
= Gross Product / Gross Output

9. The data for affiliates are enterprise data that include some output
unrelated to manufacturing: In 1994, about 15 percent of the sales by affili-
ates classified in manufacturing were accounted for by sales associated with
secondary activities in other industries, most notably wholesale trade.

10. Intermediate inputs are goods and services that are consumed in
production and that are purchased from other U.S. or foreign businesses.

11. However, in terms of the distribution of value added in the form of
payments factors to production, some of the value added of an affiliate can
be viewed as “foreign” insofar as it includes property income paid to the
affiliate’s foreign owners.

For a U.S. affiliate, the value-added share meas-
ures the portion of the affiliate’s gross output that
is accounted for by incomes earned by labor, cap-
ital, and other factors of production employed
within the firm.

The other component of a firm’s gross out-
put is its intermediate inputs. These inputs can
be procured either domestically or through im-
ports. Other things being equal, a higher share
of imports in intermediate inputs implies lower
domestic content. This share can be expressed as
follows:

(3) Import Share of Intermediate Inputs
= Imports / Intermediate Inputs
= Imports / (Gross Output — Gross Product),

where intermediate inputs is computed as a resid-
ual from the data on affiliates’ gross output and
gross product.* The import share of raw ma-
terials, components, and other purchased inputs
provides a measure of the affiliates’ reliance on
imported versus domestically produced goods
and services.

12. It should be noted that measures (1) and (3) capture direct (or first-
round) imports only—they exclude any imports (direct or indirect) that may
be embodied in the inputs purchased from domestic distributors or manu-
facturers. These measures also exclude purchases of services from abroad,
because the benchmark and annual data on affiliate imports cover only im-
ports of goods. In addition, it should be understood that the split between the
domestic and foreign components in the measures is based on the geographic
location of the suppliers of intermediate inputs—that is, whether or not the
suppliers are located within the borders of the United States—not on their
country of ownership; thus, intermediate inputs that are supplied to a U.S.
affiliate by another U.S. affiliate are included in the domestic components.

Table 1.—Construction of Measures of the Domestic Versus Foreign Orientation of Production and Sales for U.S. Affiliates
and Domestically Owned U.S. Parent Companies in Manufacturing, 1989 and 1994

U.S. affiliates U.S. parents
Line
1989 1994 1989 1994
Millions of dollars
L[ SAIBS oot 325,307 512,568 1,362,291 1,681,149
2 | Inventories, end of current year ... 47,531 67,610 171,629 179,261
3 | Inventories, end of previous year . . 42,022 62,902 na. na.
4 | Inventory change (e 2 = INE 3) 1 w....cuveemrvenrriesiessisesesssssssssesesessnnes 5,509 4,708 7,086 11,846
5 | Gross output (iN€ 1 + N 4) ..o 330,816 517,276 1,369,377 1,692,995
6 | Gross product 101,346 153,643 522,726 631,380
7 | Intermediate inputs (iN€ 5 = NE 6) ...covvvrrvrieiriieie s 229,470 363,633 846,650 1,061,615
8 | Imports of goods 38,596 67,576 91,731 120,388
9 | Exports of goods ........ 29,355 48,815 158,892 234,221
10 | Domestic content (IN€ 5 = NE 8) 2 .......vvvveererrerrererrisssniserisseresessesessies 292,220 449,700 1,277,646 1,572,607
Percent
11 | Domestic content as a percentage of gross output ((line 10 / line 5) * 100) ... 88.3 86.9 93.3 92.9
12 | Value added as a percentage of gross output ((line 6 / line 5) * 100) ............ 30.6 29.7 38.2 3713
13 | Imports as a percentage of intermediate inputs ((line 8 / line 7) * 100) 16.8 18.7 10.8 11.3
14 | Exports as a percentage of sales ((line 9/ line 1) * 100) ......ccorvvvrrererverrrnrernens 9.0 95 11.7 13.9

1. For domestically owned U.S. parent companies, the change in inventories in 1993-94 was
estimated by applying to the U.S.-parent-company data on inventories in 1994 the percentage

tories in 1988-89 was similarly estimated using the balance sheet data on inventories for 1988
and 1989 reported in Statistics of Income.

by which inventories in the 1993 balance sheet differed from inventories in the 1994 balance sheet
for U.S. manufacturing corporations reporting in Corporation Source Book of Statistics of Income,
Washington, D.C.: Internal Revenue Service, U.S. Department of Treasury. The change in inven-

2. Includes imported services and any imports that may be embodied in domestic purchases.
n.a. Not available.
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The market orientation of affiliates is measured
by the export share of sales, which is expressed
as follows:"

(4) Export Share of Sales = Exports / Sales

This ratio measures the propensity of affiliates to
sell their output abroad rather than to customers
in the United States.

For this article, the four measures have been
constructed for U.S. manufacturing affiliates at
the level of 32 detailed manufacturing indus-
tries. For comparative purposes, each of these
measures has been constructed by industry for
a group of domestically owned companies in
manufacturing—specifically, domestically owned
U.S. parent companies in manufacturing. Do-
mestically owned U.S. parent companies are
highly comparable with U.S. affiliates because of
their typically large size and their international
orientation. In addition, these companies ac-
count for a large share of the total output of all
domestically owned manufacturing companies—
more than one-half of total output in 1994 (see
the section “Data used to construct measures”
in the appendix). In the rest of this article, the
term “domestically owned companies” refers to
“domestically owned U.S. parent companies.”

13. The data for affiliate exports cover only exports of goods; they exclude
exports of services. However, for manufacturing affiliates, exports of services
tend to be very small: In 1994, services sold to foreign persons accounted for
only 0.3 percent of the total sales of manufacturing affiliates.

CHART 1

Industry-Level Results

In this section, the measures of content and
market orientation at the industry level for U.S.
affiliates are compared with those for domesti-
cally owned companies. The comparisons are
made across 32 detailed manufacturing industries
for 1989 and 1994."

Content of output

Domestic content.—In the aggregate, U.S. man-

ufacturing affiliates display a high level of do-
mestic content. In 1994, the domestic content
of gross output for all manufacturing affiliates
was 87 percent, compared with 93 percent for
all domestically owned manufacturing companies
(table 2). Of the domestic content, one-third
represents value added by the affiliates, and two-
thirds represents intermediate inputs purchased
domestically (chart 1). The shares were similar
in 1989.

The difference between the aggregate domestic-
content shares for affiliates and the aggregate
shares for domestically owned companies is more
than accounted for by differences in domestic
content within the 32 industries: As shown in
the addendum to table 2, the aggregate domestic-
content share for affiliates in 1994 would be
reduced to 84 percent if the industry composition

14. It should be noted that differences between the measures for 1989
and 1994 may reflect changes in the population of affiliates through new
investments or sell-offs as well as changes in the behavior of given affiliates. In
addition, differences for individual industries may reflect changes in industry
classification.

Content of Gross Output of U.S. Affiliates in Manufacturing

1989
$331 Bilion

Value added by affiliates

Imported inputs

Domestically purchased inputs

Imported inputs

1994
$517 Billion

Value added by affiliates

[—_1Domestic content

Domestically purchased inputs B Foreign content

U.S. Department of Commerce, Bureau of Economic Analysis
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of output for affiliates was the same as that for
domestically owned companies.

By industry, the domestic content of affiliate
output in 1989 and 1994 was more than go per-
cent in about one-half of the 32 industries, and
it was more than 8o percent in over four-fifths
of the industries. In both years, the domes-
tic content for affiliates was lower than that for
domestically owned companies in all but two in-
dustries. However, in about two-thirds of the
industries, the domestic-content shares of gross
output for affiliates were within 10 percent of
those for domestically owned companies.”

Both in absolute terms and in relation to the
domestically owned companies, the domestic-
content shares for affiliates tend to be lowest
in “machinery-type” industries, which are de-

15. Across the 32 industries, the coefficient of correlation between the
domestic-content measures for U.S. affiliates and the domestically owned
companies is 0.68 in 1989 and 0.79 in 1994.

fined here as the 12 industries in machinery,
transportation equipment, and instruments man-
ufacturing.’® The intermediate inputs of these
industries consist mainly of manufactured com-
ponents, which may be subject to product differ-
entiation across foreign and domestic suppliers,
rather than of commodity-type bulk materials,
which in the United States generally can be
procured most cheaply from domestic suppliers
because of transportation costs. In addition, be-
cause manufacturing in these industries involves
the assembly of components, their production
processes can often be separated into distinct

16. The 12 industries are construction and mining machinery; metalwork-
ing machinery; special industrial machinery; general industrial machinery;
computer and office equipment; other industrial machinery and equipment;
audio, video, and communications equipment; electronic components and
accessories; household appliances and other electrical machinery; motor ve-
hicles and equipment; other transportation equipment; and instruments and
related products.

In 1994, these industries accounted for 32 percent of the gross output
of all manufacturing affiliates and for so percent of the gross output of all
domestically owned companies in manufacturing.

Table 2.—Domestic-Content Share of Gross Output for U.S. Affiliates and Domestically Owned U.S. Parent Companies in
Manufacturing, by Industry, 1989 and 1994

Domestic content as a percentage of gross output | Ratio of measure for Addendum: Percent
U.S. affiliates to distribution of gross
U.S. affiliates U.S. parent companies measure for U.S. output in 1994
parent companies
us. U.S. parent
1989 1994 1989 1994 1989 1994 affiliates companies
Manufacturing 88.3 86.9 93.3 92.9 0.95 0.94 100 100
Beverages ............... 88.4 89.2 99.1 98.6 .89 .90 1 5
Other food and kindred products . 95.6 94.2 98.6 98.2 97 .96 8 9
Textile mill products ... 85.8 94.5 99.4 98.0 .86 .96 1 1
Apparel and other textile products 91.9 914 94.8 94.2 .97 97 1 1
Lumber and wood products 94.9 94.4 98.7 98.9 .96 .95 * 1
Furniture and fixtures .. 81.3 95.6 97.3 97.9 .84 .98 1 1
Paper and allied produ 91.1 92.5 98.0 974 .93 .95 2 6
Printing and publishing ... 98.9 98.7 97.6 98.7 1.01 1.00 4 3
Industrial chemicals and SyNthetics ..., 91.2 90.5 95.1 94.5 .96 .96 13 5
DIUGS oo 88.8 87.1 974 97.0 91 .90 8 5
Soap, cleaners, and toilet goods . 97.6 975 95.2 97.0 1.03 1.01 4 2
Other chemicals ... 91.7 87.4 97.0 98.3 .95 .89 3 2
Rubber products ... 92.1 825 93.9 92.8 .98 .89 2 1
Miscellaneous plastics products 88.9 89.0 98.0 97.6 91 91 1 1
Glass products .........ccccveeneercienes 92.5 90.9 98.7 98.9 .94 .92 1 1
Stone, clay, and concrete products . 95.8 95.1 97.9 97.7 .98 .97 3 1
Primary ferrous metals ............ 92.0 89.2 95.8 95.3 .96 .94 4 1
Primary nonferrous metals .. 82.1 824 925 93.9 .89 .88 3 2
Fabricated metal products 93.7 90.8 98.3 97.8 .95 .93 5 2
Construction and mining MachiNery 2 ...........couevmerenmerennerisnnnes 85.7 717 88.5 89.1 .97 .80 2 1
Metalworking machinery 2 ............. 79.5 825 923 95.7 .86 .86 1 *
Special industrial machinery 2 . 88.1 824 96.1 96.6 .92 .85 1 *
General industrial machinery? ..... 72.7 86.9 97.4 90.1 75 .97 2 1
Computer and office equipment? ......... 71.2 66.5 86.7 80.4 .82 .83 2 6
Other industrial machinery and equipment? . 92.2 83.0 934 94.2 .99 .88 2 2
Audio, video, and communications equipment 2 66.5 68.9 93.7 914 71 .75 4 1
Electronic components and accessories? ............ 71.3 78.8 87.9 91.2 .88 .86 2 6
Household appliances and other electrical machinery 2 .............. 87.2 822 98.0 96.7 .89 .85 6 3
Motor vehicles and €qUIPMENEZ ...........ccccervermmrereresnsresnseenens 57.3 74.2 815 83.9 .70 .88 6 18
Other transportation equipment? . 82.7 83.8 975 96.1 .85 87 1 7
Instruments and related products 2 90.0 90.9 95.3 94.3 .94 .96 3 4
Other manufacturing ........cocoveereenevrerncennenens 91.9 919 97.2 95.1 .95 97 2 1
Addendum:
Manufacturing, standardized for industry mix3 .........cccococornevens 82.0 84.0 933 92.9 .88 90 [ e | e

* Less than 0.5 percent.

1. Excludes petroleum and coal products manufacturing, which, in BEA's data on direct invest-
ment, is classified under the major industry “petroleum.”

2. “Machinery-type” industries.

3. The measures shown in columns 1-4 of this line were derived as weighted averages of
the measures for individual industries, using—for both U.S. affiliates and U.S. parent companies—
the industry shares in U.S.-parent-company gross output as the weights. For U.S. parents, the

measures so derived are identical to those shown in line 1. For U.S. affiliates, they show what
the domestic-content shares would have been if the shares for each industry had been as shown,
but the industry composition of output had been the same as that for U.S. parents. With industry
mix differences thus controlled for, the ratios of the measures for affiliates to the measures for
U.S. parents (shown in columns 5 and 6) indicate differences in domestic content attributable to
within-industry differences alone.

NoTe.—See the section in the appendix on data used to construct measures.
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stages that can be performed in different loca-
tions, permitting a greater degree of outsourcing
in a firm’s production. Finally, the relatively low
domestic content in these industries may reflect
the existence of some direct investment in final-
assembly operations that were put in place in
response to potential or actual barriers to the im-
portation of final goods produced by the foreign
parent firms.

In 1994, the domestic-content shares for affili-
ates were less than 75 percent in four industries,
all of which are machinery-type industries: Com-
puter and office equipment (67 percent); audio,
video, and communications equipment (69 per-
cent); construction and mining machinery (72
percent); and motor vehicles and equipment (74
percent).” The relatively low domestic content

17. A substantial portion of the data for affiliates in motor vehicles and
equipment is accounted for by affiliates that produce motor vehicle parts
and accessories. In addition, some of the largest affiliates with operations in
automobile manufacturing are classified in wholesale trade (where their sales
are largest) rather than in manufacturing. In 1994, five affiliates that were
classified in motor vehicles wholesale trade had at least one-fourth of their
sales in motor vehicles manufacturing; these affiliates were primarily engaged

in these industries reflects their reliance on for-
eign sources for the affiliates’ intermediate inputs;
imports accounted for more than 30 percent
of affiliate purchases of intermediate inputs in
each industry. In the computer and motor ve-
hicle industries, the low domestic-content share
also reflects a low share of value added in gross
output.

Value-added shares.—In 1994, value added ac-
counted for 30 percent of the gross output of all
manufacturing affiliates, compared with a value-
added share of 37 percent for domestically owned
companies in manufacturing (table 3). The dif-
ference in shares at the aggregate level is more
than accounted for by differences within the 32
industries: The value-added share for all affili-
ates would have been 27 percent if the industry

in the distribution of vehicles or parts manufactured by their foreign parents.
As might be expected, their domestic-content share of output—6o percent—
was significantly below that of the affiliates classified as manufacturers of
motor vehicles and equipment.

Table 3.—Value-Added Share of Gross Output for U.S. Affiliates and Domestically Owned U.S. Parent Companies in
Manufacturing, by Industry, 1989 and 1994

Value added as a percentage of gross output Ratio of measure for U.S.
affiliates to measure for
U.S. affiliates U.S. parent companies U.S. parent companies
1989 1994 1989 1994 1989 1994

MaNUFACLUTING T oo 30.6 29.7 382 373 0.80 0.80
BEVETAGES ..ovvrieuieiriciiiii bbb 320 309 453 424 71 73
Other food and kindred products . 21.7 239 29.2 248 74 97
Textile mill products .......cccoeeveenee 318 36.9 38.8 39.8 .82 .93
Apparel and other textile products 28.2 32.6 37.6 389 .75 84
Lumber and wood products ..... 335 323 324 335 1.03 .96
Furniture and fixtures .......... 25.4 21.0 40.4 41.2 .63 51
Paper and allied products 372 318 423 38.0 .88 84
Printing and publishing ............. 29.9 38.7 41.8 45.8 72 84
Industrial chemicals and synthetics .. 35.6 35.8 435 385 .82 .93
DIUGS oo 379 351 54.4 46.0 .70 .76
Soap, cleaners, and toilet goods .. 23.1 26.0 33.0 36.8 .70 71
Other chemicals .................. 28.0 25.6 36.8 35.0 .76 73
Rubber products .................. 339 373 418 447 .81 .83
Miscellaneous plastics products 26.6 29.0 34.9 37.2 .76 .78
Glass products ..........coveveeereeens 39.6 33.2 51.9 43.9 .76 .76
Stone, clay, and concrete products .. 33.6 36.0 38.9 31.9 .86 1.13
Primary ferrous metals ... 21.7 275 35.3 35.6 .79 77
Primary nonferrous metals 24.7 19.7 40.1 30.3 .62 .65
Fabricated metal products .. 33.2 26.9 331 389 1.00 69
Construction and mining MAChINEIY 2 .........cvurvermrereriseriesssssssssresenens 274 23.8 34.2 345 .80 .69
Metalworking machinery 2 ............. 321 311 341 34.4 .94 91
Special industrial machinery 2 .. 338 27.0 40.6 39.3 .83 .69
General industrial machinery? ...... 329 36.9 44.2 45.6 74 81
Computer and office equipment? ..... 41.6 154 45.0 36.0 .93 43
Other industrial machinery and equipment? .. 28.9 26.6 374 333 77 .80
Audio, video, and communications equipment? . 29.3 244 374 314 .78 .78
Electronic components and accessories? ............... 329 27.1 43.8 36.3 .75 75
Household appliances and other electrical machinery 2 ... 28.9 299 416 421 .69 71
Motor vehicles and equipment? ..........cooverenerens 12.9 18.9 275 334 A7 57
Other transportation equipment? .. 26.8 29.0 432 44.3 .62 .66
Instruments and related products 2 . 373 389 49.1 49.9 .76 .78
Other MANUFACIUMING .....cvuevurieeeeeieieeese e 39.6 37.2 39.9 431 .99 .86
Addendum:

Manufacturing, standardized for industry mix3 .........cccooovcommrreinmriinrieinneennns 28.0 27.0 38.2 373 .73 72

1. See table 2, footnote 1.
2. “Machinery-type” industries.
3. See table 2, footnote 3.

NoTe.—See the section in the appendix on data used to construct measures.
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composition of output for affiliates had been the
same as that for domestically owned companies.

By industry, the value-added shares of gross
output for affiliates were less than 40 percent
in all 32 industries and were less than 30 per-
cent in 17 industries. The value-added shares
were lowest in computer and office equipment
(15 percent), motor vehicles and equipment (19
percent), and primary nonferrous metals (20 per-
cent). The value-added shares for domestically
owned companies in these industries were also
relatively low."

The value-added shares for affiliates were lower
than those for domestically owned companies
in 30 industries in 1989 and in 31 industries in
1994, in most industries, the shares for affili-
ates were at least 20 percent lower than those

18. The value-added shares for affiliates and for domestically owned com-
panies tend to be higher or lower in the same industries: Across the 32
industries, the coefficient of correlation between the value-added shares for
U.S. affiliates and those for domestically owned companies is 0.69 in 1989
and o0.61 in 1994. For both U.S. affiliates and domestically owned companies,
the machinery-type industries are among the industries with the highest and
lowest value-added shares.

for domestically owned companies. In both
years, the value-added shares for affiliates were
more than 30 percent lower than those for do-
mestically owned companies in four industries—
furniture and fixtures, primary nonferrous met-
als, motor vehicles and equipment, and other
transportation equipment—indicating that the
production operations of affiliates in these indus-
tries tend to be much less vertically integrated
than the operations of their domestically owned
counterparts.

Imported inputs.—Both in the aggregate and
across industries, affiliates purchase most of their
intermediate inputs from domestic suppliers, but
they rely on imports to a much greater de-
gree than do domestically owned companies. In
1994, the import share of intermediate inputs
purchased by all manufacturing affiliates was 19
percent, compared with an import share of 11
percent for domestically owned companies in

Table 4—Import Share of Intermediate Inputs for U.S. Affiliates and Domestically Owned U.S. Parent Companies in
Manufacturing, by Industry, 1989 and 1994

Manufacturing *

BEVErages .........ouwwmmevieens

Other food and kindred products
Textile mill products ........cccoeeeeenne
Apparel and other textile products ..

Lumber and wood products ...
Furniture and fixtures .........
Paper and allied products ..
Printing and publishing ............

Industrial chemicals and synthetics .
DIUgS ..o
Soap, cleaners, and toilet goods
Other chemicals ........

Rubber products ...
Miscellaneous plast
Glass products ..........c......

Stone, clay, and concrete products

Primary ferrous metals
Primary nonferrous metals .
Fabricated metal products .

Construction and mining machinery 2 ...
Metalworking machinery 2 ............
Special industrial machinery 2 .

General industrial machinery? .....
Computer and office equipment? .........
Other industrial machinery and equipment?2 .

Audio, video, and communications equipment2
Electronic components and accessories? ..........
Household appliances and other electrical machinery 2 ..

Motor vehicles and equipment? ..
Other transportation equipment? .
Instruments and related products
Other manufacturing

Addendum:
Manufacturing, standardized for industry mix3 ........cccooocimmrrinmmririnriiinsiennns

Imports as a percentage of intermediate inputs Ratio of measure for U.S.
affiliates to measure for
U.S. affilates U.S. parent companies U.S. parent companies
1989 1994 1989 1994 1989 1994

16.8 18.7 10.8 113 1.55 1.65
17.0 15.6 17 2.4 9.92 6.38

5.6 7.6 19 24 2.93 3.16
20.8 8.8 1.0 34 20.79 2.58
113 12.7 8.4 9.5 1.36 133

7.7 8.3 19 17 3.95 4.92
25.0 5.6 4.6 35 547 1.60
141 11.0 3.6 4.2 3.98 2.59

15 2.1 42 2.4 .37 .90
136 148 8.7 9.0 157 1.65
18.1 19.9 5.6 5.6 322 3.59

31 34 7.2 47 44 71
115 17.0 4.7 2.6 2.46 6.48
119 279 105 13.1 113 213
15.0 155 3.0 39 5.00 3.99
12.4 136 28 19 4.52 7.19

6.3 1.7 35 34 1.83 221
111 148 6.4 7.2 1.72 2.05
238 219 12.6 8.8 1.89 2.50

9.4 125 25 37 372 3.40
19.7 37.1 175 16.6 1.13 2.23
30.2 255 117 6.6 257 3.88
18.0 241 6.5 5.6 2.75 4.34
40.7 20.7 47 183 8.70 113
49.4 39.6 24.1 30.6 2.05 129
11.0 232 10.6 8.7 1.04 2.66
474 41.1 10.0 125 474 3.30
33.8 29.1 215 138 1.57 2.11
18.0 254 33 5.7 5.39 443
49.1 31.8 255 24.1 1.93 132
237 22.8 4.4 71 5.38 3.23
15.9 14.9 9.2 114 173 131
134 129 4.6 8.7 2.90 149
249 20.6 10.8 113 229 1.82

1. See table 2, footnote 1.

2. “Machinery-type” industries

3. The measures shown in columns 1-4 of this line were derived as weighted averages of
the measures for individual industries, using the industry shares in U.S.-parent-company intermedi-
ate inputs as the weights. See table 2, footnote 3.

NoTe.—See the section in the appendix on data used to construct measures.
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manufacturing (table 4).” As with the domestic-
content and value-added shares, the difference
between the import shares at the aggregate level
is more than accounted for by differences within
industries: The import share for affiliates would
have been 21 percent if the industry composition
of output for affiliates had been the same as that
for domestically owned companies.

In both 1989 and 1994, the import shares of in-
termediate inputs were higher for affiliates than
for domestically owned companies in all but two
industries (printing and publishing and soap,
cleaners, and toilet goods). In about two-thirds
of the industries, the import shares for affiliates
were more than twice as high as those for domes-
tically owned companies. However, in many of
these industries, the high ratios reflect very low
import shares for domestically owned companies;
for example, in the three industries in which the
ratios were higher than 6 in 1994—glass prod-
ucts, other chemicals, and beverages—the import
shares for domestically owned companies were
lower than 3 percent.®

For both U.S. affiliates and domestically owned
companies, the import shares of intermediate in-
puts have tended to be highest in machinery-type
industries: In 1994, these industries accounted
for 9 of the 10 industries with the highest im-
port shares for U.S. affiliates and for 7 of the
10 industries with the highest import shares for
domestically owned companies.” For affiliates,
the import shares were highest in audio, video,
and communications equipment (41 percent) and
in computer and office equipment (40 percent).
For domestically owned companies, the import
shares were highest in computer and office equip-
ment (31 percent) and in motor vehicles and
equipment (24 percent).

In five machinery-type industries—household
appliances and other electrical machinery; special

19. As noted before, these estimates understate the import content of
intermediate inputs to the extent that imports are embodied in the inputs
purchased from domestic suppliers. A rough estimate indicates that the
share of imports in inputs purchased from domestic suppliers may be as
high as 7 percent for all manufacturing affiliates and as high as 4 percent
for all domestically owned companies in manufacturing. This share, which
probably represents an upper bound, is based on an estimate of the imports
used by all manufacturing establishments computed from data in BEA’S 1992
benchmark input-output accounts. Adding the estimated value of imports
in domestically supplied intermediate inputs to the data on direct imports,
the respective import shares of intermediate inputs for U.S. manufacturing
affiliates and domestically owned U.S. parent companies in manufacturing in
1994 are estimated to be 24 percent and 15 percent; their domestic content
shares are estimated to be 83 percent and 9o percent.

20. The relatively high import share for affiliates in the beverage industry
appears to reflect their secondary operations in wholesale trade: As shown
in the appendix, most of the imports by these affiliates are goods for resale
without further manufacture by the affiliates.

21. Across the 32 industries, the coefficient of correlation between the
import share of intermediate inputs for U.S. affiliates and that for the
domestically owned companies is 0.65 in 1989 and 0.74 in 1994.

industrial machinery; metalworking machinery;
audio, video, and communications equipment;
and “other” transportation equipment—the im-
port shares for affiliates in 1994 were more than
three times as high as the shares for the do-
mestically owned companies. The relatively high
import shares for these affiliates appear to re-
flect a high reliance on their parent companies
for specialized inputs; in each industry, more
than two-thirds of the affiliates’ imports were
from their foreign parents and other members
of their foreign parent groups (table 5).>* In
some cases, this reliance may reflect direct invest-

22. The foreign parent group consists of (1) the foreign parent, (2) any
foreign person, proceeding up the foreign parent’s ownership chain, that
owns more than so percent of the person below it, up to and including the
ultimate beneficial owner, and (3) any foreign person, proceeding down the
ownership chain(s) of each of these members, that is owned more than so
percent by the person above it.

Table 5.—Intrafirm Imports of U.S. Affiliates as a Percentage
of Affiliates’ Total Imports and Intermediate Inputs, 1989
and 1994

Intrafirm Intrafirm
imports as a | imports as a
percentage of | percentage
total imports of inter-
mediate
inputs
1989 | 1994
1989 | 1994
Manufacturing ® ........oovvvvvvereierenereineseenssiens 69.0| 69.7| 11.6| 129

BEVEIAgES ..o 544| 675 93| 105
Other food and kindred products .. .| 399| 564| 23| 43
Textile mill products ..........c.cveeree. 55.0| 54.8| 11.4| 48
Apparel and other textile products 72.0| 529 82| 6.7

Lumber and wood Products ...........cceeeeneenneererrneens 27.0| 552 21| 46
Furniture and fixtures ....... 79.3| 50.5( 19.9 2.8
Paper and allied products 67.8| 650 96| 71
Printing and publishing ... 38.1| 484 6] 10
Industrial chemicals and synthetics 63.1| 48.0 86| 7.1
DIUGS oot 945| 90.2] 17.1| 180
Soap, cleaners, and toilet goods .. .. | 443| 758 1.4 25
Other ChemiCalS ..o 75.8| 932 87| 158
RUDDEr ProdUCES ..o 57.3| 646| 6.8| 180
Miscellaneous plastics products .| 919| 41.0| 138| 6.3
Glass products .........ccocveerrireerens 57.7| 929 72| 127
Stone, clay, and concrete products 374 484 2.4 37
Primary ferrous metals .............. .. | 528| 512 58| 76
Primary nonferrous metals .| 717| 76.1| 17.0| 16.6
Fabricated metal products ..........cccoevneeernernerenenns 59.1| 70.1| 56| 88
Construction and mining machinery? ...........c.ccc...... 60.5| 736 11.9| 273
Metalworking machinery 2 .............. ..| 89.8| 705| 27.1| 18.0

Special industrial machinery 2 69.3| 76.3| 124| 184

90.6| 825| 369| 17.1
93.9( 429 463| 170
65.01 806| 72| 187

General industrial machinery 2
Computer and office equipment 2
Other industrial machinery and equipm:

Audio, video, and communications equipment? ...... 52.6| 70.7| 249| 29.1
Electronic components and accessories? ............... 629| 56.0| 21.3| 16.3
Household appliances and other electrical

MACKINEIY 2 ..o 778 679 14.0| 173
Motor vehicles and equipment? ..........ccccovvevrienens 95.2| 923| 46.7| 294

Other transportation equipment? .. 88.5| 87.7| 21.0| 20.0
Instruments and related products 2 .| 729| 713| 116| 10.6
Other manufaCturing ... 32.1| 480| 43| 6.2

1. See table 2, footnote 1.

2. “Machinery-type” industries

NoTes.—Intrafirm imports are imports by affiliates from their foreign parent groups (see foot-
note 22 in the text).

See the section in the appendix on data used to construct measures.
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ment in final-assembly operations by the parent
companies that may have been in response to
potential or actual trade barriers.

Intrafirm imports accounted for about two-
thirds of the imports by all manufacturing af-
filiates in both 1989 and 1994. By industry, the
intrafirm shares of affiliate imports have been
particularly high in the drug industry and in most
of the machinery-type industries. In a number
of machinery-type industries, intrafirm imports
have accounted for a substantial share—more
than 20 percent—of the affiliates’ total purchases
of intermediate inputs, suggesting that affiliates in
these industries may rely extensively on their par-
ent companies (or other foreign firms with which
the parents have ownership ties) for customized
parts and other inputs subject to product differ-
entiation across firms. In many cases, foreign
multinationals with affiliates in these industries
may be able to realize economies of scale in the
design and production of firm-specific parts and

components by concentrating their production in
one location rather than trying to produce the
parts in each country in which they have affiliates.

Market for output

Production by U.S. manufacturing affiliates is tar-
geted for the U.S. market even more than the
production by domestically owned manufactur-
ers. For all manufacturing affiliates combined,
exports accounted for only about 10 percent of
total sales in 1994, compared with 14 percent of
total sales for the domestically owned companies
(table 6).%

The export shares for affiliates were less than
those for domestically owned companies in 20 in-
dustries in 1989 and in 22 industries in 1994. The

23. The low export share for affiliates in comparison with that for do-
mestically owned companies in manufacturing does not reflect differences in
industry mix: As shown in the addendum to table 6, the aggregate share for
affiliates would be 9.4 percent instead of 9.5 percent if the industry compo-
sition of output for affiliates was the same as that for domestically owned
companies.

Table 6.—Export Share of Sales for U.S. Affiliates and Domestically Owned U.S. Parent Companies in Manufacturing,
by Industry, 1989 and 1994

Manufacturing

Beverages
Other food and kindred products
Textile mill products
Apparel and other textile products ..

Lumber and wood products
Furniture and fixtures
Paper and allied products ..
Printing and publishing
Industrial chemicals and synthetics .
Drugs
Soap, cleaners, and tol
Other chemicals ...

Rubber products
Miscellaneous plastics products .
Glass products
Stone, clay, and concrete products .

Primary ferrous metals
Primary nonferrous metals .
Fabricated metal products

Construction and mining machinery 2 ...
Metalworking machinery 2
Special industrial machinery 2 .

General industrial machinery 2
Computer and office equipment 2
Other industrial machinery and equipment 2

Audio, video, and communications equipment 2
Electronic components and accessories? ..............
Household appliances and other electrical machine

Motor vehicles and equipment 2
Other transportation equipment? .....
Instruments and related products 2 ..
Other manufacturing

Addendum:
Manufacturing, standardized for industry mix 3

Exports as a percentage of sales Ratio of measure for U.S.

affiliates to measure for

U.S. affiliates U.S. parent companies U.S. parent companies

1989 1994 1989 1994 1989 1994
9.0 9.5 11.7 139 0.77 0.68
2.0 41 6.1 5.9 .33 .69
3.6 5.2 54 84 .67 .62
6.2 7.3 44 57 141 1.28
46 36 2.1 2.6 2.22 1.36
B A 129 84 ®) (®)
A A 3.2 5.8 ®) ®)
8.8 11.0 73 10.0 1.20 111
1.6 16 N 14 231 114
134 12.8 125 179 1.07 71
5.7 74 10.3 9.6 55 77
2.3 41 38 44 .60 93
10.0 10.8 119 12.6 84 86
5.6 9.0 7.8 9.2 72 98
48 5.8 6.5 8.1 74 72
7.9 57 7.2 9.7 1.09 59
2.0 2.8 3.9 6.1 .52 46
2.8 2.5 37 6.9 .75 37
9.6 10.6 10.0 10.9 .96 97
7.3 7.0 5.8 8.0 1.27 88
11.0 18.1 19.1 284 .58 .64
8.9 12.0 13.6 8.1 .65 147
124 17.2 16.6 253 .75 .68
8.4 9.3 16.3 19.2 52 49
211 12.1 22.8 25.8 .93 47
5.2 119 127 155 A1 N
21.7 145 114 14.0 242 1.03
16.1 15.7 225 222 72 71
9.9 16.2 85 12.3 1.15 131
38 6.1 138 15.0 .28 41
19.3 14.3 20.3 255 .95 56
137 175 155 16.5 .88 1.06
8.8 19.8 6.0 11.0 1.47 1.80
9.9 9.4 117 139 .85 68

D Suppressed to avoid disclosure of data of individual companies.

1. See table 2, footnote 1.

2. “Machinery-type” industries

3. The measures shown in columns 1-4 of this line were derived as weighted averages of
the measures for individual industries, using the industry shares in U.S.-parent-company sales as

the weights. See table 2, footnote 3.

NoTES.—See the section in the appendix on data used to construct measures.
Size ranges are given in the percentage cells that are suppressed; these ranges are A—0.01

to 19.9; B—20.0 to 39.9; C—40.0 to 59.9; E—60.0 to 79.9; F—80.0 to 100.
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lower export propensity of U.S. affiliates suggests
that the affiliates operate in the United States
to service the U.S. market rather than to ex-
ploit any locational advantages associated with
production in the United States (such as proxim-
ity to U.S. research centers) to service worldwide
markets. Foreign multinationals appear to serv-
ice non-U.S. markets primarily through sales by
the parent companies or affiliates located in other
countries.

For both U.S. affiliates and the domestically
owned companies, the export shares of sales have
tended to be highest in machinery-type indus-
tries.” In most of these industries, the export
shares for affiliates were substantially lower than
those for the domestically owned companies in

24. The export shares of sales for U.S. affiliates and domestically owned
companies tend to be higher or lower in the same industries: Across the 32
industries, the coefficient of correlation between the export share for U.S.
affiliates and that for domestically owned companies is 0.69 in 1989 and o.75
N 1994.

Table 7.—Intrafirm Exports of U.S. Affiliates as a Percentage
of Affiliates’ Total Exports and Sales, 1989 and 1994

Intrafirm Intrafirm
exports as a | exports as a
percentage of | percentage
total exports of sales
1989 | 1994 | 1989 | 1994
Manufacturing X ........oovvvvvereniereereeseeesiens 253| 284 32| 27
Beverages ......... 333| 416 1.0 17
Other food and ki 331| 359| 15| 19
Textile mill products ..... .| 232] 164| 21 12
Apparel and other textile products .............ccocceeeene. 90.5| 53.8 5.5 19
Lumber and wood Products ...........c.coeeeereernreeneenees 26.7) 236 (O ®)
Furniture and fixtures ........ L o941 12 (®) *)
Paper and allied products .| 450| 372 62| 41
Printing and publishing .............. .| 203| 312 5 5
Industrial chemicals and synthetics .| 21.8| 178 45| 23
DIUGS oo .| 50.4| 546 4.6 40
Soap, cleaners, and toilet goods .| 153| 507 4 21
Other ChemiCalS ... 11.9| 485 16 53
RUDDEr ProdUCES ..o 2600 214 22| 19
Miscellaneous plastics products .| 426| 1721 27| 10
Glass products ..........cocveenienns 14.3 9.0 19 5
Stone, clay, and concrete produc 10.0| 132 3 4
Primary ferrous metals .............. .| 271.3] 161 1.0 4
Primary nonferrous metals .| 421 374 53| 4.0
Fabricated metal products ...........cccoevnerrnerneninenns 115| 143| 12| 10
Construction and mining machinery 2 . .| 112 247 17| 45
Metalworking machinery? .......... .| 49.2] 330 62| 40
Special industrial machinery 2 295| 144| 55| 25
General industrial machinery? .. 55.7| 26.0 6.7| 24
Computer and office equipment? ............ .| 239| 335 86| 4.0
Other industrial machinery and equipment? ........... 269 241 19| 29
Audio, video, and communications equipment? ...... 136| 294| 52| 43
Electronic components and accessories? ............... 387| 244 92| 38
Household appliances and other electrical
MACNINEIY 2 ..o .| 39.0| 300 53| 49
Motor vehicles and equipment 2 210 321 91 20
Other transportation equipment? ... 141| 244 36| 35
Instruments and related products 2 .| 29.0| 252 63| 44
Other manufaCturing ... 296| 273 43| 54

* Less than 0.05 percent.

D Suppressed to avoid disclosure of data of individual companies.
1. See table 2, footnote 1.

2. “Machinery-type” industries.

NoTEes.—Intrafirm exports are exports by affiliates to their foreign parent groups.
See the section in the appendix on data used to construct measures.

both 1989 and 1994; in motor vehicles and equip-
ment, the export share for affiliates was less than
one-half as much as the share for the domestically
owned companies. However, in audio, video,
and communications equipment and in house-
hold appliances and other electrical machinery,
the export shares for affiliates were higher than
those for the domestically owned companies.

In contrast to affiliate imports, which have been
dominated by trade with the affiliates’ foreign
parent groups, affiliate exports have been mainly
accounted for by trade with unrelated parties
(table 7). In both 1989 and 1994, intrafirm ex-
ports accounted for only one-fourth of the total
exports of all manufacturing affiliates and for less
than one-half of affiliate exports in all but a few
industries. In 1994, intrafirm exports accounted
for less than 3 percent of total sales and for less
than 6 percent of sales for any of the 32 industries.

Trends in Content and Market Orientation

This section examines the changes in the do-
mestic content of production and in the mar-
ket orientation of sales for a panel of U.S.
manufacturing affiliates in 1988—94.

In the case of investment in new manufac-
turing facilities—often referred to as “greenfield”
investment—foreign direct investment typically
begins with affiliates undertaking final assembly
operations that rely heavily on components and
parts from the foreign parent or other suppliers
abroad. Over time, these affiliates are expected
to increase the domestic content of their output
through vertical expansion of their production
operations, which results in a higher share of
value added in gross output, and through in-
creased procurement from domestic suppliers,
which results in a lower share of imports in inter-
mediate inputs. In addition, affiliates that were
initially set up to service the domestic market be-
gin with a very low export share of sales, but this
share is expected to increase with the expanded
scale of production operations over time.

For U.S. affiliates, however, the expected pat-
tern of affiliate behavior over time is more
ambiguous, because much of the foreign direct
investment in U.S. manufacturing industries has
been to acquire existing U.S. companies. In
some cases, an acquisition may simply represent a
change in management and results in no change
in domestic content or the international orienta-
tion of sales. In other cases, the domestic content
of an acquired firm might decrease, as the firm’s
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operations become more integrated with those of
its foreign parent.

To investigate changes in domestic content and
market orientation that are isolated from the ef-
fects of changes in the population of affiliates, a
panel was constructed of affiliates that were clas-
sified in the 12 machinery-type industries in 1994
and that existed in each of the years 1987—94 (see
the section “Data used to construct measures”
in the appendix).” Affiliates in the machinery-
type industries are of special interest because the
shares of both imports in intermediate inputs and
exports in sales tend to be the highest in these
industries. The affiliates in the panel account for
a dominant share—69 percent—of the gross out-
put of all affiliates in machinery-type industries
in 1994.

Aggregating the data for affiliates in the panel,
the four measures have been computed at the in-
dustry level for each of the years 1988—94. The
results show little sustained change in affiliate
behavior; in most industries, the four measures
are either steady or fluctuate without showing a
trend (table 8). However, in the few industries in
which a sustained trend is shown, the movement
is in the direction described in the discussion on
greenfield investment.

25. As noted earlier, differences between years in the measures for the
universe of affiliates may reflect not only changes in the behavior of individual
affiliates but also changes in the population of affiliates. While working with
a panel of affiliates is an important step towards isolating changes in the
behavior of economic entities from changes in the population of entities, there
may be some problems in drawing inferences based on changes in operating
behavior even for the same set of affiliates, because some of these affiliates
may have acquired or sold off operating units during this period.

CHART 2

Import Share of Intermediate Inputs:
Selected Industries, 1988-94
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In two industries—electronic components and
motor vehicles—the domestic content of affil-
jate output trends upward, reflecting, in each
industry, a sustained decrease in the import share
of the affiliates’ intermediate inputs—from more
than 5o percent in 1988 to less than 35 percent
in 1994 (chart 2). The upward trend in domestic
content for affiliates in the motor vehicles indus-
try is consistent with expectations, given that this
industry has been characterized by a high degree
of greenfield investment in relation to foreign
acquisition activity.

In a number of industries, the import shares
of intermediate inputs drop sharply between 1988
and 1989, perhaps because of lagged substitution
effects in response to the substantial depreciation
of the U.S. dollar in international currency mar-
kets in 1985-88.2° After this drop, the import
shares fluctuate in most industries but show a
high degree of stability in two industries: Met-
alworking machinery and household appliances
and other electrical machinery.

The export shares of affiliate sales trend upward
in three industries: Construction machinery,
metalworking machinery, and instruments and
related products (chart 3). In each of these in-
dustries, the export share has more than doubled
since 1988, suggesting an expanded orientation
toward world markets that reflected locational
advantages associated with production in the

26. In 198588, the multilateral trade-weighted value of the U.S. dollar in
real terms depreciated 33 percent. See the Economic Report of the President
(Washington, pc: U.S. Government Printing Office, February 1997): Table
B-108.

CHART 3

Export Share of Sales:
Selected Industries, 1988-94

Percent
25

20
Construction machinery —

0 \ \ \ \ \ \
1988 89 90 91 92 93 94
U.S. Department of Commerce, Bureau of Economic Analysis
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United States. Particularly in an industry such
as instruments, in which the United States is
very competitive in world markets, affiliates ini-
tially set up to service the U.S. market may
turn increasingly to exports as they expand
operations.”

27. Census Bureau data on trade in goods by product indicate that U.S.
exports of professional, scientific, and controlling instruments were about
double U.S. imports in each of the years 1988—94.

Comparisons by Country of Ownership

This section examines the differences in the four
measures of domestic content and market ori-
entation amonyg affiliates with ultimate beneficial
owners in six major investing countries: Canada,
France, Germany, Switzerland, the United King-
dom, and Japan. In terms of affiliate value added
and gross output, these six countries are the
largest investing countries in U.S. manufactur-

Table 8.—Measures for a Panel of U.S. Affiliates in Machinery-Type Industries, 1988-94

1988 1989 1990 1991 1992 1993 1994
Domestic content as a percentage of gross output:
Construction and mining machinery ..... 728 71.2 71.7 83.2 78.0 76.1 70.3
Metalworking machinery ........... 76.9 81.6 81.1 81.1 80.7 80.5 80.3
Special industrial machinery . 85.7 85.6 87.0 84.5 86.4 85.8 84.8
General industrial machinery ... 83.0 85.1 85.5 86.4 87.7 88.6 86.3
Computer and office equipment ... E C C C C 60.2 75.0
Other industrial machinery and equip 85.9 85.0 83.2 68.5 83.0 75.7 75.5
Audio, video, and communications, equipment 62.2 65.2 64.8 71.8 67.6 69.0 68.1
Electronic components and accessories .......... 62.7 69.0 71.7 68.9 71.9 74.8 745
Household appliances and other electrical machinery . 78.7 82.1 80.6 81.5 81.4 79.9 80.3
Motor vehicles and equipment 54.7 55.3 59.7 58.5 67.2 68.9 71.3
Other transportation equipment ... 70.3 78.6 80.9 82.3 83.0 78.9 76.4
Instruments and related products 87.3 89.1 89.7 91.7 91.7 91.2 90.7
Value added as a percentage of gross output:
Construction and mining machinery ..... 24.2 23.8 23.9 21.5 26.1 21.6 211
Metalworking machinery ........... 30.9 315 35.9 34.1 34.7 34.7 339
Special industrial machinery 25.9 27.0 25.3 27.8 294 30.2 29.2
General industrial machinery 32.8 38.2 384 39.7 36.3 37.7 38.7
Computer and office equipment ... C C C C B 21.2 43.6
Other industrial machinery and equipment .. 214 25.6 30.6 24.1 235 24.4 25.0
Audio, video, and communications, equipment 23.8 21.3 26.7 24.8 28.1 26.5 242
Electronic components and accessories ...... 29.5 28.6 25.3 294 319 27.2 25.8
Household appliances and other electrical m 29.3 28.7 28.5 30.2 29.3 275 21.2
Motor vehicles and equipment 15.8 13.1 145 17.2 16.9 16.5 17.0
Other transportation equipment ... 253 30.2 321 27.3 315 28.9 25.5
Instruments and related products 35.0 36.3 36.8 40.1 416 40.9 39.6
Imports as a percentage of intermediate inputs:
Construction and mining machinery 35.9 29.9 29.3 23.2 29.8 305 376
Metalworking machinery ........... 334 26.9 29.5 28.6 29.6 29.9 29.8
Special industrial machinery 19.3 19.7 174 215 19.3 204 214
General industrial machinery 253 240 235 22.6 19.3 18.3 22.4
Computer and office equipment ... E F F F E 50.5 443
Other industrial machinery and equipment .. 17.9 20.2 24.2 415 22.2 321 326
Audio, video, and communications, equipment 49.6 479 48.0 375 45.1 422 421
Electronic components and accessories .......... 53.1 434 37.9 4.1 413 34.7 34.4
Household appliances and other electrical machinery . 30.1 25.0 27.2 26.6 26.3 21.7 211
Motor vehicles and equipment 53.8 515 472 50.1 39.4 373 345
Other transportation equipment .... 39.8 30.7 28.1 24.3 24.9 29.7 317
Instruments and related products ..... 19.6 17.2 16.2 13.8 14.2 14.9 15.3
Exports as a percentage of sales:
Construction and mining machinery 9.3 13.6 131 17.0 15.6 21.8 214
Metalworking machinery ........... 44 9.4 11.2 122 114 10.8 10.8
Special industrial machinery 16.3 12.6 16.1 19.5 19.2 18.7 145
General industrial machinery 3.6 5.8 7.0 6.1 5.3 4.8 8.7
Computer and office equipment ... A B 22.0 218 185 185 212
Other industrial machinery and equipment .. 6.7 6.9 10.3 10.9 104 10.1 10.1
Audio, video, and communications, equipment 28.3 27.3 24.6 8.7 9.4 9.1 15.0
Electronic components and accessories .......... 8.3 125 16.7 17.8 17.6 14.0 14.1
Household appliances and other electrical machinery . 11.6 115 15.1 174 13.3 20.0 16.1
Motor vehicles and equipment 43 32 3.6 54 8.4 6.0 5.3
Other transportation equipment ... 13.7 230 16.0 134 18.4 17.3 15.4
Instruments and related products 7.2 8.9 11.0 12.7 135 14.6 15.2
Addendum:
Multilateral trade-weighted value of the U.S. dollar, adjusted by
changes in consumer prices (March 1973 = 100) % .......c....connens 88.2 94.4 86.0 86.5 83.4 90.0 88.7

1. Economic Report of the President (Washington, DC: U.S. Government Printing Office, Feb-
ruary 1997): Table B-108.

NoTes.—Industry-level measures were constructed from data for a fixed panel of affiliates clas-

sified in the industry in 1994; the panel consists of affiliates that existed in 1987 and were fully
operational in each of the years 1988-94.

Size ranges are given in the percentage cells that are suppressed; these ranges are A—0.01
to 19.9; B—20.0 to 39.9; C—40.0 to 59.9; E—60.0 to 79.9; F—80.0 to 100.
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ing; in 1994, the manufacturing affiliates of these
countries accounted for about 8o percent of both
the value added and the gross output of all U.S.
manufacturing affiliates.

Comparisons among the investing countries’
affiliates are made in terms of mean values of
affiliate-level measures “normalized” by industry;
to normalize, each measure for a given affiliate
was divided by the corresponding industry-level
measure for domestically owned U.S. parent
companies in the affiliate’s industry.

The mean values for samples of affiliates of
each country for 1989 and 1994 are shown in ta-
bles 9.1 and 9.2, respectively. The samples of
affiliates consist of the affiliates in all the man-
ufacturing industries and the affiliates in two
industry subgroups: Machinery-type industries
and all the other manufacturing industries.”®

28. Each sample consists of all the manufacturing affiliates that had at least
$5 million in sales. Smaller affiliates were excluded to prevent the averages
from being skewed by the presence of large outliers that may result when the
denominator (total output, purchased inputs, or sales) in the measure for an
affiliate is very small. The extreme measures for some small affiliates may
reflect the start-up or shutdown of affiliate operations in the year for which
the measures are constructed.

A mean value of 1 indicates that the measure
for affiliates, on average, equals that for the
domestically owned companies in comparable in-
dustries.” For affiliates of each investing country,
a t test was performed to determine if the mean
is significantly different from 1, which would
indicate that the measure for affiliates differs sys-
tematically from the measure for the domestically
owned companies.

Content of output

In 1994, German-, Swiss-, and Japanese-owned
affiliates show the lowest average domestic con-
tent in relation to domestically owned compa-
nies in comparable industries. For German-
and Swiss-owned affiliates, the mean value for

29. In interpreting the figures in tables 9.1 and 9.2, it should be noted
that the all-country averages for the normalized measures are conceptually
different from the aggregate ratios shown in tables 2—4 and 6, because in
those tables, the numerator of each ratio is the industry-level measure for
the affiliates and is constructed by aggregating the data for all the affiliates
in the industry. In contrast, the figures in tables 9.1 and 9.2 are unweighted
averages (across the sample of affiliates) of the affiliate-level measures relative
to the industry-level measures for U.S. parent companies in corresponding
industries.

Table 9.1.—Means of Normalized Measures for U.S. Affiliates, by Country of UBO, 1989

[Standard deviations in parentheses]

. Switzer- United Other
All countries Canada France Germany land Kingdom Japan countries
Domestic content as a percentage of gross output:
IBS 1ottt 0.88 0.92 0.89 0.84 0.87 0.96 0.81 0.88
(.27) (-19) (.21) (-21) (.19) (.15) (.45) (-21)
Machinery-type indUSHIES ..o .84 972 .83 .80 .82 .96 .75 .83
(.28) (.19) (.27) (-23) (.25) (.18) (.40) (.26)
............................................................. .90 91 91 .88 91 .97 84 .90
(.25) (.18) (17) (.18) (.15) (.12) (.49) (.18)
Value added as a percentage of gross output:
IBS worruriseeret et 12 .76 .70 72 .76 .83 .66 .68
(.52) (-38) (.38) (.42) (.36) (:37) (.62) (.68)
Machinery-type indUSHIES .........ccocvrvrererriereirrirenrinnis .66 .78 .57 .69 81 .82 51 .57
(.62) (-36) (.35) (-38) (.40) (:37) (.54) (1.05)
............................................................. .76 .76 75 .75 74 .84 .76 .2
(.45) (-39) (.38) (:44) (.33) (:37) (.66) (.40)
Imports as a percentage of intermediate inputs:
IBS woutvurineerses st 4.43 4.70 5.25 5.04 4.34 2.18 4.66 4.88
(9.80) 9.47) (8.93) (7.00) (5.42) (3.82) (15.87) (9.25)
Machinery-type indUSEIES ..........ccocvreererinrireriinrenins 351 2.002 471 4.62 3.82 1.66 3.73 3.99
(4.79) (3.71) (6.29) (4.90) (3.68) (2.31) (5.36) (5.39)
............................................................. 4.98 5.67 5.47 5.39 4.63 2.62 5.33 5.29
(11.81) (10.66) (9.85) (8.36) (6.20) (4.711) (20.34) (10.55)
Exports as a percentage of total sales:
IBS wourvuriressst s s 118 q7a 1362 962 812 .932 1.73 1302
(3.10) (1.88) (2.34) (1.57) (1.20) (2.22) (4.30) (4.09)
Machinery-type iNAUSEHES ........cocoviveeveiriineiiniierieens 73 .53 1162 .66 762 .78 .64 .78
(.96) (77) (1.70) (:82) (.81) (1.01) (.96) (.85)
............................................................. 1.45 862 1442 1212 842 1.072 2.53 1552
(3.83) (2.14) (2.57) (1.96) (1.37) (2.88) (5.46) (4.89)
Addenda: Number of affiliates:
1,441 163 99 253 89 220 264 353
543 43 29 115 32 101 111 112
898 120 70 138 57 119 153 241

2 Not statistically different from 1 at the 95-percent confidence level.

NoTes.—To normalize, the measure of content calculated for each affiliate was divided by the
corresponding aggregate measure for domestically owned U.S. parent companies classified in the

affiliate’s industry.

The sample consists of all manufacturing affiliates that existed in both 1988 and 1989 and
had at least $5 million in sales in 1989.

UBO Ultimate beneficial owner
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all manufacturing industries is 0.88, indicating
that their domestic content averages 12 percent
less than that of domestically owned compa-
nies in comparable industries (table 9.2). For
Japanese-owned affiliates, the domestic content
averages 11 percent less than that for domestically
owned companies. In machinery-type industries,
the domestic content for German-, Swiss-, and
Japanese-owned affiliates averages 15—17 percent
less than that for domestically owned companies.

The relatively low domestic content for
German- and Swiss-owned affiliates reflects a rel-
atively high reliance on foreign sources for their
intermediate inputs; the import shares of their
purchased inputs average almost four times that
of the domestically owned companies.® For
Japanese-owned affiliates, the relatively low do-
mestic content reflects a relatively low share of
value added in gross output (averaging two-thirds
of the share for domestically owned companies)

30. As shown in the appendix, the high import share for Swiss-owned
affiliates partly reflects substantial imports of goods for resale without further
manufacture by the affiliates.

as well as a high import share of purchased inter-
mediate inputs. The relatively low value-added
share for Japanese-owned affiliates (particularly
in machinery-type industries) is consistent with
established patterns of organizing production in
Japan, where manufacturing companies tend to
rely heavily on subcontracting.’'

The average domestic content of Japanese-
owned affiliates is substantially higher in 1994
than in 1989. In 1989, Japanese-owned affili-
ates show the lowest domestic content among the
six investing countries, averaging 81 percent of
that of domestically owned companies in all in-
dustries and 75 percent of that of domestically
owned companies in machinery-type industries
(table 9.1). In machinery-type industries, the low
domestic content partly reflects a lower share
of value added in the total output of Japanese-
owned affiliates (averaging only one-half of the
share for domestically owned companies). In
all industries, the import share of intermedi-

31. See, for example, Masahiko Aoki, “Toward an Economic Model of the
Japanese Firm,” Journal of Economic Literature 28 (March 1990): 1—27.

Table 9.2.—Means of Normalized Measures for U.S. Affiliates, by Country of UBO, 1994

[Standard deviations in parentheses]

. Switzer- United Other
All countries Canada France Germany land Kingdom Japan countries
Domestic content as a percentage of gross output:
AlLINAUSETIES oo 0.91 0.93 0.91 0.88 0.88 0.96 0.89 0.90
(.20) (.19) (.19) (-20) (.18) (.16) (.23) (-20)
Machinery-type indUSHIES ..o .88 .992 .90 .85 .83 972 .84 .90
(.24) (.19) (.23) (-20) (.21) (-20) (.26) (-24)
Other iNUSTES ..o .92 .92 .92 91 91 .96 .93 91
(.18) (.19) (.16) (.18) (.16) (.13) (.19) (.18)
Value added as a percentage of gross output:
All industries 74 .75 N .78 .83 .83 .67 71
(.53) (-49) (.62) (-39) (.44) (.44) (.62) (:52)
Machinery-type iNAUSHIES ........cccoovvvvrviineriviieniiisniinnns 71 .79 .65 .75 .78 .82 61 71
(57) (61) (-74) (:39) (42) (42) (-74) (41)
Other INAUSEHES .......cvvvriiiiricinssiin .76 74 .83 .82 .85 .84 72 71
(.50) (.45) (.54) (-39) (.45) (.46) (.52) (.56)
Imports as a percentage of intermediate inputs:
AlLTNAUSETIES vt 3.20 3.46 3.01 3.86 3.88 2.01 2.98 3.49
(5.83) (7.36) (5.68) (6.02) (5.29) (3.93) (5.75) (5.98)
Machinery-type indUSEIES .........coocvvrererinreeriierinerins 2.40 1442 1.96 3.15 3.40 1412 251 2.36
(3.05) (2.97) (2.90) (3.29) (3.52) (2.34) (2.92) (3.13)
Other INAUSITIES .....ucvvrieeiieeireieie s 3.68 4.06 3.52 4.51 4.15 2.39 3.31 4.07
(6.93) (8.13) (6.59) (7.68) (6.05) (4.63) (7.06) (6.94)
Exports as a percentage of total sales:
AlLINAUSTIES oo 1042 992 1.062 942 912 .82 118 1.092
(2.01) (1.84) (1.39) (1.46) (1.19) (1.43) (2.08) (2.73)
Machinery-type iNAUSEHES ........cocovvreeriereiniiiniierieens 0.87 0.852 1.022 0.80 0.76 0.68 0.83 1.082
(1.03) (1.20) (1.10) (:89) (73) (.68) (1.04) (1.24)
Other INAUSITIES ..o 1.15 1.032 1.082 1.072 0.992 0912 143 1.102
(2.41) (2.00) (1.51) (1.83) (1.38) (1.74) (2.53) (3.24)
Addenda: Number of affiliates:
All industries 2,236 219 157 323 116 272 627 522
Machinery-type indusf 836 50 52 155 41 105 256 177
Other industries ............ 1,400 169 105 168 75 167 371 345

2 Not statistically different from 1 at the 95-percent confidence level.

NoTEs.—To normalize, the measure of content calculated for each affiliate was divided by the
corresponding aggregate measure for domestically owned U.S. parent companies classified in the

affiliate’s industry.
The sample consists of all manufacturing affiliates that existed in both 1993 and 1994 and

UBO Ultimate beneficial owner

had at least $5 million in sales in 1994.
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ate inputs is much higher in 1989 (averaging
more than four times that of domestically owned
companies) than in 1994.

In both 1989 and 1994, British-owned affiliates
had the highest share of domestic content (in
1994, it averaged 96 percent of that for domesti-
cally owned companies), the highest value-added
share (83 percent of the share for the domesti-
cally owned companies), and the lowest import
share of intermediate inputs (but twice that of
the domestically owned companies). In 1994,
both the domestic content and the import share
of purchased inputs for British-owned affiliates
in machinery-type industries are barely distin-
guishable from those for domestically owned
companies. This similarity may reflect the fact
that British direct investment in U.S. manu-
facturing industries tends to be older and has
almost exclusively been to acquire existing U.S.
companies.*

Canadian-owned affiliates in machinery-type
industries also show a high share of domestic
content and a low share of imports in interme-
diate inputs; in 1994, both measures were similar
to those for domestically owned companies.’
However, for Canadian-owned affiliates in other
manufacturing industries, the domestic-content
share is relatively low (averaging 92 percent of
that for domestically owned companies in 1994)
and the import share of intermediate inputs is
very high (averaging more than four times that
of domestically owned companies). The high im-
port share may be related to the relatively low
costs of shipping bulk materials (which serve as
intermediate inputs in many of these industries)
from Canadian parent companies to their U.S.
affiliates due to Canada’s proximity to the United
States.

Market for output

For most of the major investing countries, the
average export shares of sales for affiliates in all
industries do not differ significantly from the
export shares for the domestically owned com-
panies. Japanese-owned affiliates stand out as
having high average export shares of sales in re-
lation to those of domestically owned companies

32. Outlays to acquire existing U.S. businesses accounted for 96 percent
of the total outlays by British direct investors to acquire or establish U.S.
manufacturing enterprises in 1987—92, according to data from Bea’s survey of
new investment; in comparison, 86 percent of total outlays by Japanese direct
investors and 92 percent of total outlays by direct investors from all countries
were to acquire existing U.S. businesses.

33. The relatively high domestic content for these Canadian-owned affil-
iates may also reflect the fact that Canadian direct investment has mainly
been to acquire existing U.S. companies: Outlays to acquire existing U.S.
businesses accounted for 97 percent of the total outlays by Canadian direct
investors in 1987—92.

(averaging 18 percent higher in 1994), particularly
in industries other than machinery-type indus-
tries (43 percent higher), in which the export
shares for both the domestically owned com-
panies and affiliates are generally low. Among
specific industries, the export shares for Japanese-
owned affiliates average more than eight times
the aggregate share for domestically owned com-
panies in lumber and wood products and more
than three times the aggregate share for the do-
mestically owned companies in other food and
kindred products. In other food and kindred
products, exports on average account for more
than one-fourth of the sales of Japanese-owned
affiliates, reflecting very high export shares for
affiliates specializing in seafood products, meat
products, and preserved fruits and vegetables.
The relatively high export activity in these indus-
tries suggests that some Japanese investments in
the United States are aimed at obtaining access
to primary resources in which the United States
is relatively abundant (with some processing tak-
ing place in the United States in order to reduce
transportation and other costs) rather than at
increasing sales to the U.S. market.

In machinery-type industries, Japanese-owned
affiliates, together with German-, Swiss- and
British-owned affiliates, on average, have sub-
stantially lower export shares than domestically
owned companies, indicating that their produc-
tion in these industries is much more oriented
toward the domestic market.

Geographic Pattern of International
Purchases and Sales

This section examines differences in the geo-
graphic pattern of international purchases and of
sales by manufacturing affiliates in 1992, on the
basis of data collected in the 1992 benchmark sur-
vey of foreign direct investment in the United
States.

Aggregate figures on the geographic origin of
intermediate inputs purchased from abroad by
U.S. manufacturing affiliates of the six major
investing countries show considerable diversity
in the reliance on the investing country for
imported intermediate inputs. Imports from
the ultimate beneficial owner (uBo) country ac-
count for almost 9o percent of the imported
inputs of Japanese-owned affiliates and for about
three-fourths of the imported inputs of German-
and Swiss-owned affiliates (table 10). In con-
trast, imports from the investing country account
for only one-third of the inputs imported by
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Table 10.—Geographic Origin of Imports by Manufacturing Affiliates of Selected UBO Countries, 1992

[Percentage of imports from all countries]

April 1998 o 45

Country of origin

Country of UBO

" United
Canada France Germany Switzerland Kingdom Japan
All industries
All COUNLFIES oo 100.0 100.0 100.0 100.0 100.0 100.0
CANAAA ..o 66.6 129 6.4 34 7.0 21
Europe 11.9 50.9 85.7 87.6 68.6 1.6
France .. A 34.3 9 32 43 2
Germany .. 13 24 78.6 38 2.8 3
Switzerland ... 2 1 3 76.3 A *
United Kingdom 41 15 9 12 394 2
Other ... A 12.6 5.0 31 A 9
Latin America and Other Western Hemisphere 12.0 11.8 27 36 8.3 3.0
Mexico .. A 8.7 15 A 1.0 25
Other ... A 3.0 12 A 73 5
AFTICE oo A 19 * A 21 *
Middle ESt ...t 0 0 * 0 0 *
Asia and Pacific 77 22.2 34 44 13.0 90.8
Japan ... A 49 2.3 25 25 86.6
Other ... A 173 11 19 10.5 42
UNAIIOCAIET ..vovveiviiiiiieiei s A 3 17 A 1.0 24
Machinery-type industries
All COUNTTIES oo 100.0 100.0 100.0 100.0 100.0 100.0
CANAUA vvvevvvvererreir s 92.1 6.7 14 3 9.2 5
Europe 1.2 35.1 90.3 92.2 58.2 1.2
France .. * 24.3 .6 ® 11 A
Germany .. A 1.6 85.9 9.1 5.0 2
Switzerland ... 0 0 1 78.1 A *
i i A 1.0 A 11 445 A
5 83 A 39 A 8
Latin America and Other Western Hemisphere 0 A 11 A 11 3.0
Mexico .. 0 A 5 * 1.0 3.0
Other ... 0 A 6 A 2 1
ATFICA wecvvereie et 0 0 * 0 0 0
MiddIE ESE ... 0 0 0 0 0 0
Asia and Pacific ... A 449 38 7.0 30.5 92.6
Japan ... A 9.6 31 19 8.0 88.7
Other ... A 353 8 5.2 225 39
UNAlOCAIED ... A A 34 A 1.0 27
Other industries
All countries .. 100.0 100.0 100.0 100.0 100.0 100.0
CANAUA ..oocveveeiiiii 59.7 17.6 10.0 45 6.5 10.4
Europe 147 63.0 824 86.0 713 4.0
France .. A 42.0 11 43 51 A
Germany .. A 3.0 733 1.9 2.2 11
Switzerland ... 3 2 5 75.7 A 0
United Kingdom A 19 A 13 38.1 A
Other A 15.8 A 29 A 9
Latin America and Other Western Hemisphere 15.2 A 39 A 10.2 3.0
Mexico ...... A A 2.2 A 1.0 4
Other ... A A 17 A 9.2 2.7
AFTICE v A 34 A A 26 A
Middle ESE ... 0 0 A 0 0 A
Asia and Pacific A 49 31 34 8.4 81.7
Japan ... A 14 18 2.7 1.0 75.7
Other ... A 35 14 7 74 6.0
UNAIIOCAIEA ..vovveiviiiiiieeieises s A A 5 11 11 .6

* Less than 0.05 percent.

NOTE.—Size ranges are given in the percentage cells that are suppressed; these ranges are

A—0.01 to 19.9; B—20.0 to 39.9; C—40.0 to 59.9; E—60.0 to 79.9; F—80.0 to 100.

UBO Ultimate beneficial owner
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Table 11.—Geographic Destination of Exports by Manufacturing Affiliates of Selected UBO Countries, 1992

[Percentage of exports to all countries]

Country of UBO
Country of destination ] United
Canada France Germany Switzerland Kingdom Japan
All industries
All COUNLFIES oo 100.0 100.0 100.0 100.0 100.0 100.0
CANAUA ..oocveveeriiiei 30.8 234 20.6 16.6 16.9 16.4
Europe 2715 373 38.6 46.0 38.2 177
France 31 213 2.0 25 34 21
Germany 36 48 245 45 49 40
Switzerland . A 6 4 26.8 9 4
United Kingdom . 44 32 2.3 35 18.4 4.2
Other ...... A 73 9.4 8.6 10.6 7.0
Latin America and Other Western Hemisphere .. 13.1 10.8 8.8 9.0 7.7 8.8
Mexico ... 4.8 6.8 48 36 38 5.9
Other 8.4 40 41 5.4 39 29
AFTICE oo 5 6 8 4.0 6 7
8 8 6 2.3 35 4
25.7 216 25.8 17.6 249 52.1
10.2 95 6.4 39 11.0 384
15.6 12.1 194 13.7 138 136
1.6 5.6 48 45 8.1 40
Machinery-type industries

All COUNTTIES oo 100.0 100.0 100.0 100.0 100.0 100.0
CANAUA vvvovvvvverereiris s 49.8 18.8 18.9 13.8 16.7 17.8
Europe 133 37.6 52.6 325 434 18.1
France 2.8 29.3 42 21 4.0 18
Germany 12 11 417 5.1 7.0 34

Switzerland . A 2 2 12.3 1 A
United Kingdom . 4.6 2.3 19 47 248 48

Other A 48 45 8.3 75 A
Latin America and Other Western Hemisphere .. 17.6 14.4 74 8.2 7.3 111
Mexico ... 8.0 8.0 48 47 43 78
Other 9.6 6.4 26 35 29 33
A 7 1 79 7 9
A 9 4 A 11 3
17.3 22.8 16.2 29.4 175 46.9
A 10.7 44 48 5.4 294
A 121 118 24.7 121 175
1.8 438 44 A 135 47

Affiliates in other manufacturing industries

All countries ... 100.0 100.0 100.0 100.0 100.0 100.0
CANAUA ..oocveveeiiiii 26.3 26.7 214 19.1 171 14.4
Europe 30.8 37.1 320 58.0 354 17.1
France 31 15.7 9 29 3.2 24
Germany 4.2 75 16.3 4.1 38 47

Switzerland . A 1.0 5 39.8 13 A
United Kingdom . 43 3.8 25 24 14.8 35

Other A 9.2 117 8.9 124 A
Latin America and Other Western Hemisphere .. 12.1 8.2 95 9.7 8.0 5.6
Mexico ... 4.0 5.8 4.7 2.6 35 34
Other 8.1 23 47 71 45 23
AFTICE oot s A 6 12 6 6 3
A 7 7 A 49 5
217 20.8 30.3 7.0 29.0 59.1
A 8.6 7.3 31 14.2 50.7
A 122 23.0 39 41 84
1.6 6.1 49 A 51 29

NoTe.—Size ranges are given in the percentage cells that are suppressed; these ranges are
A—0.01 to 19.9; B—20.0 to 39.9; C—40.0 to 59.9; E—60.0 to 79.9; F—80.0 to 100.
UBO Ultimate beneficial owner
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French- and British-owned affiliates. In
machinery-type industries, French- and British-
owned affiliates purchase a substantial share of
their imported inputs from the developing and
newly industrializing countries of East Asia. For
affiliates in all six countries, more than 8o per-
cent of the imports from the investing country
are intrafirm imports from the affiliates’ foreign
parent groups.®*

The destinations of foreign sales by U.S. man-
ufacturing affiliates of the six countries are less
geographically concentrated than the origins of
affiliate imports. In most cases, exports to the
investing country account for 20—30 percent of all
affiliate exports (table 11). The investing-country
share is largest for Japanese-owned affiliates (38
percent); exports to Japan account for one-
half of the exports by Japanese-owned affiliates
in industries other than machinery-type indus-
tries. In machinery-type industries, the share
of exports to the investing country is largest for
German-owned affiliates (42 percent).

Appendix

Data used to construct measures

The measures of domestic content and market
orientation that are examined in this article are
based on Bea’s data for U.S. affiliates of for-
eign companies and U.S. parent companies of
foreign affiliates. For analytical purposes, adjust-
ments have been made to these data; hence their
presentation in this article differs in a number
of ways from the standard presentation in Bea
publications.

The data used to construct the measures of
content and market orientation for U.S. manu-
facturing affiliates are from Bea’s benchmark and
annual surveys of foreign direct investment in the
United States. These data are collected at the en-
terprise level from reports by fully consolidated
enterprises. All of the data for an affiliate are as-
signed to the affiliate’s “primary” industry—the
industry in which it has the most sales—even
though the affiliate may have production and
sales in more than one industry. As a result,
data for a given manufacturing industry may in-
clude some data for secondary activities in other
industries.”

34. However, imports from the investing country do not account for a uni-
formly large share of the affiliates’ imports from their foreign parent groups:
Only 56 percent of the intrafirm imports by British-owned affiliates originate
in the United Kingdom and only 69 percent of the intrafirm imports by
French-owned affiliates originate in France.

35. The data on affiliate sales can be broken down by each industry in
which the given affiliate reports sales. In 1994, manufacturing sales accounted

The data used to construct the four measures
for domestically owned U.S. parent companies
are from Bea’s benchmark surveys of U.S. direct
investment abroad for 1989 and 1994. Because
some U.S. parent companies are also U.S. affili-
ates of foreign companies, the data on U.S. parent
companies have been adjusted to exclude U.S.
parents that are foreign owned. (In 1994, foreign-
owned U.S. parents accounted for 12 percent of
the gross output of all U.S. parent companies in
manufacturing.)

Domestically owned U.S. parent companies in
manufacturing are used in the comparisons for
four reasons. First, these companies are very sim-
ilar to U.S. affiliates because of their international
orientation and typically large size. Second, both
the data for these companies and those for U.S.
affiliates are collected at the enterprise level, using
the same survey methods and the same proce-
dures for industry classification.”® Third, the data
covering U.S. parent companies provide the only
directly collected industry-level data on the im-
ported intermediate inputs used by domestically
owned U.S. companies.”” Fourth, domestically
owned U.S. parent companies in manufacturing
can be viewed as representative of U.S. manu-
facturing companies insofar as they account for
a large share—more than one-half—of the gross
output of all domestically owned U.S. companies
in manufacturing.®®

The industry-level measures for U.S. affiliates
and domestically owned U.S. parent companies
were constructed for 32 detailed manufacturing

for 85 percent of the total sales of affiliates classified in manufacturing; about
7 percent of their sales were accounted for by sales in wholesale trade.

36. Like the data for U.S. manufacturing affiliates, the data for U.S. par-
ent companies classified in manufacturing include some data related to the
companies’ secondary activities in nonmanufacturing industries: In 1994,
nonmanufacturing sales accounted for 15 percent of the total sales of U.S.
parent companies in manufacturing.

37. Some researchers have constructed indirect estimates of imported in-
puts used in U.S. manufacturing industries by combining input-output data
with data on imports classified by the industries producing the imported
goods. These estimates are based on the assumption that the share of imports
in the goods supplied by an industry is identical for all industries using the
supplying industry’s goods as intermediate inputs.

38. In 1994, domestically owned U.S. parent companies in manufacturing
accounted for 56 percent of the gross output of all domestically owned com-
panies in manufacturing. To compute this share, the gross output of U.S.
corporations in manufacturing was computed from data in 1994 Corporation
Source Book of Statistics of Income from the Internal Revenue Service (irs);
the gross output of domestically owned U.S. manufacturing companies was
derived by subtracting the gross output of U.S. manufacturing affiliates from
the gross output of U.S. corporations in manufacturing. (This share may be
understated because of potential double-counting in the 1rs data due to less
than fully consolidated reporting by some U.S. corporations.)

Of the 32 manufacturing industries in table 2, domestically owned U.S.
parent companies accounted for more than one-half of the gross output of
all domestically owned companies in 17 industries, including 8 of the 12
machinery-type industries. The shares were less than 20 percent in the lumber
and wood products, fabricated metal products, and other manufacturing
industries. (Because the level of consolidation for company reports to the
rs may differ from that required in Bea’s surveys of direct investment, these
shares by detailed industry are approximate.)
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industries (tables 2—7); this presentation is more
detailed than the industry presentation in BEA’S
standard tables for either U.S. affiliates or U.S.
parent companies.’”® Specifically, the industries
are disaggregated to represent the production
stages or processes in an industry group; for
example, lumber and wood products is sepa-
rated from furniture and fixtures. In addition,
more detail is shown for industries that are usu-
ally grouped in “other industrial machinery and
equipment.”

For industry-level results, the data used to
construct the measures for the manufacturing af-
filiates in 1994 are restricted to affiliates that also
existed in 1993, so that the change-in-inventories
component of gross output could be computed
from reported data on inventory levels. This
group of affiliates accounts for 98 percent of the
gross product and sales of manufacturing affili-
ates in the universe in 1994. Similarly, the data
used to construct the measures for affiliates in
1989 are restricted to those for affiliates that also
existed in 1988. For domestically owned U.S. par-
ent companies, the change-in-inventories com-
ponent of total output was estimated (table 1),
because data on U.S.-parent-company inventories
are collected only in benchmark survey years.

For changes in behavior over time, panel data for
affiliates classified in machinery-type industries
are used in order to isolate changes in affiliate
behavior from changes in the population of affil-
iates. The panel consists of 371 affiliates that were
classified in machinery-type industries in 1994
and that existed in each of the years 1987-94.%°
The panel affiliates accounted for only about one-
third of the 1,110 affiliates that were classified in
machinery-type industries in 1994, but they ac-
counted for 69 percent of the gross output of all
affiliates in those industries in 1994; in 9 of the
12 industries, they accounted for more than one-
half of the gross output (table 12).** The panel
data include data for inventories for 1987 and
data for each of the items needed to compute the
measures of content and market orientation for

39. For examples of the standard level of detail, see tables 19.1 and 19.2
in “Foreign Direct Investment in the United States: New Investment in 1996
and Affiliate Operations in 1995,” and tables 171 and 172 in “U.S. Multina-
tional Companies: Operations in 1995,” Survey 77 (October 1997). For the
most detailed presentation, see table A-1 in Foreign Direct Investment in the
United States: Operations of U.S. Affiliates of Foreign Companies, Revised 1994
Estimates (Washington, pc: U.S. Government Printing Office, June 1997).

40. The panel is based on the industry classification of the affiliates in
1994; however, some of the affiliates that were classified in a given industry
in 1994 may have been classified in other industries in other years covered by
the panel.

41. However, the affiliates in the panel accounted for only 15 percent of the
total output of affiliates in computer and office equipment, so the behavior
of the affiliates in the panel may not be generalized to that of all affiliates in
this industry.

Table 12.—Gross Output of Affiliates in the Panel as a Per-
centage of Gross Output of All Affiliates in the Industry,
Machinery-Type Industries, 1994

Construction and mining Machinery .........cccoevveneinees 58.6

Metalworking machinery ............ . 458
Special industrial machinery 56.0
General industrial machinery 85.3

Computer and office equipment 154
Other industrial machinery and e 43.0

Audio and video, and communications, equipment ...... 92.6
Electronic components and acCesSOMes ... 65.6
Household appliances and other electrical machinery 76.8
Motor vehicles and equipment 725
Other transportation equipment . 59.2
Instruments and related products ... 76.4

1988—94. Aggregating the data for affiliates in the
panel, the four measures were computed at the
industry level for each of the years 1988—94.

For comparisons by country of ownership, the
four measures for 1989 and 1994 were con-
structed at the affiliate level for affiliates that also
existed the previous year (so that the change-in-
inventories component of affiliate gross output
could be computed). To control for industry-
mix effects in the comparisons, the affiliate-
level measures were normalized by dividing the
measure for each affiliate by the corresponding
industry-level measure for domestically owned
U.S. parent companies in the affiliate’s indus-
try. The comparisons are made in terms of
unweighted averages of the normalized measures
across samples of affiliates. The samples are re-
stricted to manufacturing affiliates that had at
least $5 million in sales in order to prevent the
averages from being skewed by the presence of
large outliers that may result when the denom-
inator (total output, purchased inputs, or sales)
in the measure for an affiliate is very small.

Intended use of imports by U.S. affiliates

The results reported for U.S. affiliates—
particularly the import share of their interme-
diate inputs—may be biased by the inclusion of
imports that are unrelated to their manufacturing
production. Some affiliates classified in manu-
facturing may have substantial imports of goods
for resale without further manufacture as a result
of their secondary operations in wholesale trade.

The degree of this bias can be examined us-
ing BEA’S data on U.S. affiliate operations in 1994,
which provide information on the intended use
of affiliate imports. Specifically, the data include
the value of that portion of affiliate imports that
consists of the goods intended for further pro-
cessing, assembly, or manufacture by the affiliate
(in contrast to goods intended for resale without
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further manufacture or to capital goods intended
as additions to the affiliate’s capital stock).**

In 1994, imports of goods for further manufac-
ture accounted for 53 percent of the total imports
of the affiliates in manufacturing (table 13, col-
umn 3). The shares of affiliate imports accounted
for by goods intended for further manufacture
were less than so percent in one-half of the 32
industries and were less than 30 percent in five
of them—beverages, rubber products, glass prod-
ucts, household appliances and other electrical
equipment, and instruments.

The degree of bias that is introduced by the
inclusion of these imports can be assessed by re-
constructing the measure for a restricted sample

42. Data on imports intended for further manufacture have been collected
annually beginning with the 1992 benchmark survey. The benchmark-survey
data also include separate data on imports of goods for resale without further
manufacture and on imports of capital equipment; in 1992, imports for resale
accounted for 95 percent of manufacturing affiliates’ imports of goods that
were not intended for further manufacture.

of affiliates for whom goods intended for fur-
ther manufacture account for at least 5o percent
of imports. Table 13 shows the industry-level
import-share measures for this restricted sam-
ple of affiliates (column 4) in comparison with
the measures for all manufacturing affiliates (col-
umn 1); the last two columns show the ratios of
these measures to the corresponding measure for
domestically owned U.S. parent companies.*

In most industries, the import shares for the
full and restricted samples of affiliates are very
similar, both in absolute terms and relative to the
measures for the domestically owned companies.
In a few industries, however, the import-share
measures are substantially lower for affiliates in

43. For most of the affiliates in the restricted sample, the shares of imports
accounted for by goods intended for further manufacture are much higher
than so percent. As shown in column 6 of table 13, imports for further
manufacture accounted for 88 percent of the total imports of affiliates in the
restricted sample; at the industry level, the shares in two-thirds of the 32
industries are more than 9o percent.
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Table 13.—Import-Share Measures for Full and Restricted Samples of U.S. Manufacturing Affiliates, by Industry, 1994
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Full sample Restricted sample Addenda:
Imports as a percentage of
Imports of Imports of intermediate inputs:
Imports as a | goods for further oJ(rjgp%rtsfuorfther Imports as a | goods for further ooltrjgp%rtsfuorfther Ratio of measure for U.S.
percentage of | manufacture as gmanufacture as percentage of | manufacture as gmanufacture as affiliates to measure for U.S.
intermediate | a percentage of a percentage of intermediate | a percentage of a percentage of parent companies 2
inputs intermediate t%tal im grts inputs intermediate t%tal im grts
inputs P inputs P Full sample Restricted
P sample
() ©)] @ () 6) U] ®)
Manufacturing 3 18.7 10.0 533 17.2 15.2 88.0 1.65 152
Beverages ............. 156 A A 2 2 100.0 6.38 .07
Other food products .. 7.6 A C 8.0 74 93.3 3.16 3.30
Textile mill products ...... 8.8 42 485 5.8 58 99.0 2.58 172
Apparel and other textile products 12.7 9.3 72.9 124 10.2 824 133 1.30
Lumber and wood products 8.3 5.6 67.4 6.3 6.3 100.0 4.92 3.70
Furniture and fixtures ......... 5.6 45 80.7 49 49 100.0 1.60 141
Paper and allied products .. 11.0 7.7 703 9.4 8.2 87.2 2.59 2.23
Printing and publishing 2.1 9 40.6 13 12 98.6 .90 53
Industrial chemicals and synthetics 14.8 7.8 52.6 13.0 10.8 834 1.65 1.45
DIUGS oo 19.9 108 54.5 18.1 151 83.2 3.59 3.26
Soap, cleaners, and toilet goods 34 16 476 38 36 95.8 71 .80
Other chemicals ......... 17.0 114 67.0 227 219 96.5 6.48 8.66
Rubber products ... 279 5.0 17.8 16.2 149 92.2 213 124
Miscellaneous plast 15.5 5.2 33.7 6.5 6.2 95.5 3.99 1.67
Glass products .. 13.6 3.6 26.4 10.6 10.6 100.0 7.19 5.60
Stone, clay, and col 77 35 452 5.6 47 82.8 2.27 1.67
Primary ferrous metals ........... 14.8 8.9 60.1 15.7 15.2 97.1 2.05 217
Primary nonferrous metals . 21.9 14.0 64.2 230 16.3 71.2 2.50 2.62
Fabricated metal products 12.5 4.0 319 8.5 6.3 744 3.40 2.30
Construction and mining machinery ... 371 19.5 52.7 349 26.7 76.5 2.23 2.10
Metalworking machinery .............. 255 12.4 48.8 222 22.2 100.0 3.88 3.39
Special industrial machinery 24.1 18.0 74.6 27.6 25.8 934 434 498
General industrial machinery 20.7 9.5 46.0 147 114 78.1 113 .80
Computer and office equipment ..... 39.6 228 57.6 433 330 76.3 129 141
Other industrial machinery and equipment .. 23.2 10.6 459 17.3 16.6 95.9 2.66 1.98
Audio, video, and communications equipment 411 29.2 711 454 44.1 97.1 3.30 3.64
Electronlc components and accessories ...... 29.1 118 40.6 214 213 99.2 211 155
Household appliances and other electrical m 25.4 6.2 245 11.6 115 99.5 443 2.02
Motor vehicles and equipment ........ 31.8 23.8 747 32.2 29.3 91.1 132 133
Other transportation equipment .. 228 10.6 46.5 15.2 14.6 95.6 3.23 2.16
Instruments and related products 14.9 44 29.2 9.3 8.6 91.8 131 .82
Other manufacturing 12.9 9.6 745 13.1 10.9 83.6 1.49 151

1. Restricted to manufacturing affiliates that had at least $5 million in sales and whose imports, if any, consisted

mainly of goods intended for further processing, assembly, or manufacture by the affiliate.

2. Import share for the given sample of affiliates divided by the import share for domestically owned U.S. parent

~amnaniae choawn in tahle A

3. See table 2, footnote 1.

B—20.0 to 39.9; C—40.0 to 59.9; E—60.0 to 79.9; F—80.0 to 100.

NoTe.—Size ranges are given in the percentage cells that are suppressed; these ranges are A—0.01 to 19.9;
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the restricted sample, indicating that the meas-
ures for the full sample are biased by the inclusion
of imports that are unrelated to manufacturing
production. The bias is particularly pronounced
in beverages, rubber products, miscellaneous
plastics products, and household appliances.
The restricted sample of affiliates was also
used to evaluate the degree to which the com-
parisons by country of ownership in table 9.2
reflect imports unrelated to manufacturing pro-
duction. Table 14 presents the mean values of
the normalized measures for affiliates of each
country based on the restricted sample. For
the import-share measure, the means shown in
table 14 for the restricted sample are generally

lower than the means shown in table 9.2 for
the full sample; however the overall pattern
across countries is very similar. In both ta-
bles, German-owned affiliates have very high
import shares, and British-owned affiliates have
relatively low shares.  The rankings among
countries in terms of the import shares are
also similar for Canadian- and Japanese-owned
affiliates.  For French- and Swiss-owned af-
filiates, however, the average import shares
are substantially lower in the restricted sam-
ple than in the full sample, indicating that
the shares in the full sample are inflated
by imports unrelated to their manufacturing
production. |sf

Table 14.—Means of Normalized Measures for Restricted Sample of Manufacturing Affiliates, by Country of UBO, 1994
[Standard deviations in parentheses]

All coun- : United Other coun-
tries Canada France Germany | Switzerland Kingdom Japan tries
Domestic content as a percentage of gross output:
AlLINAUSETES .o 0.93 0.95 0.92 0.89 0.91 0.992 0.91 0.93
(.21) (.19) (.21) (.22) (.18) (.15) (-24) (-19)
Machinery-type industries .........coovvrrnrrrerinnnns .90 1.032 .86 .85 87 1.002 .85 .93
(.24) (12) (.28) (.23) (-21) (-20) (:27) (-22)
Other indUSHIES .......ccvveriinnriiniieiesisiiens 94 .92 952 .92 .93 982 .95 .94
(.18) (.20) (.16) (.20) (.17) (.12) (-19) (.18)
Value added as a percentage of gross output:
AllINAUSETES .o 73 71 74 17 .83 .83 .68 72
(.50) (.51) (.74) (43) (:51) (-49) (:50) (.47)
Machinery-type indUSHries ... 71 802 .52 .73 802 .84 .66 .70
(49) (69) (84) (44) (53) (44) (41) (46)
Other iNdUSIIES ......cc.ovviviriiniriiens .75 .69 852 .80 .84 .83 .70 .72
(.51) (.45) (.66) (42) (:50) (:52) (:55) (.48)
Imports as a percentage of intermediate inputs:
AlLINAUSETES oo 2.70 3.12 2.28 3.61 3.10 1.63 2.50 2.84
(6.08) (8.07) (4.26) (6.62) (5.42) (4.05) (6.00) (6.10)
Machinery-type induStries .........c.ouevrmrvnrrernernnnns 2.16 q72 2292 314 2.66 1132 2.27 2.09
(3.02) (1.29) (3.56) (3.75) (3.06) (2.36) (2.65) (3.20)
Other INAUSHES .....cooverieeerericeriereereieeieins 3.01 3.79 2.27 4.02 3.28 1.92 2.66 3.19
(7.24) (9.01) (4.61) (8.35) (6.15) (4.75) (7.49) (7.04)
Exports as a percentage of total sales:
AlLINAUSIIES oo esseens 1.042 1102 972 862 902 772 1.25 1012
(1.96) (2.07) (1.50) (1.59) (1.19) (1.56) (2.29) (2.03)
Machinery-type indUStHeS .........cocveverienireiineens 87 972 1.052 74 862 .61 852 1.092
(1.13) (1.33) (1.23) (.90) (.76) (71) (1.12) (1.43)
Other INAUSHTES .....cvvrerereeerireereireeeieeeieeieinns 1132 1142 922 962 912 .862 1.53 982
(2.29) (2.23) (1.63) (2.01) (1.33) (1.89) (2.80) (2.26)
Addenda: Number of affiliates:
AlLINAUSEIIES ..vvvevvivviciisi i 1,436 159 90 194 62 173 419 339
Machinery-type industries .. 518 35 31 90 18 64 172 108
Other industries 918 124 59 104 44 109 247 231

2 Not statistically different from 1 at the 95-percent confidence level.

NoTes.—To normalize, the measure of content calculated for each affiliate was divided by the
corresponding aggregate measure for U.S. parent companies classified in the industry of the affili-

ate.

The sample is restricted to manufacturing affiliates that had at least $5 million in sales and
whose imports, if any, consisted mainly of goods intended for further processing, assembly, or
manufacture by the affiliate.

UBO Ultimate beneficial owner
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