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Methodology

The 1992 Benchmark Survey of Foreign Direct Invest-benchmark survey. Most of the tables for each grour
ment in the United States was conducted by the Bureacover all the U.S. affiliates in the group irrespective of
of Economic Analysis (BEA) to obtain complete and the degree of foreign ownership. For nonbank affiliates,
accurate data on foreign direct investment in the Unitedhowever, a few tables covering only majority-owned
States in 1992. Reporting in the survey was mandatorgffiliates also are provided.

under the International Investment and Trade in Services

1 A variety of table formats are used: Some tables
Survey Act

Thi blicat ts 166 tables that ; _rﬁresent data for several related items, each of which i
IS publication - presents ables that contal isaggregated by industry, country, or State; other table
nearly all the data collected in the benchmark survey

T lated t t data for U.S. affiliat  forei present data for a single item disaggregated by industr
wo related types o ?3_ orl F a I'Ial esg Ofe'gtﬂ cross-classified by country, by country cross-classifiec

companies are presented. () inancial and operatin industry, or by State cross-classified by country.

data, and (2) direct investment position and balance o

payments data. The financial and operating data pro- The data in this publication supersede the preliminary
vide a variety of indicators of the overall operationsestimates that appeared Foreign Direct Investment
of U.S. affiliates, including balance sheets and incomén the United States: 1992 Benchmark Survey, Prelimi-
statements; gross product; sales of goods and serwary Resultsand, in more summary form, in the article
ices; external financial position; taxes; property, plant;Foreign Direct Investment in the United States: 1992
and equipment; employment and employee compens@enchmark Survey Resultsh the July 1994 issue of
tion; U.S. merchandise trade; research and developmetife Sirvey oF CURRENT BUSINESS

activities; and U.S. land owned and leased. ] ) ] -
The direct investment position and balance of pay- The financial and operating data for nonbank affiliates

ments data cover transactions and positions betweéﬁ?sented in'this publication are comparable with BEA's
U.S. affiliates and their foreign parent groups. Thesd!NIVerse estlma_ltes for previous benchmark years—th
data are the source of the official estimates of direct inM°St rfecentB[l;Z[ng 1987|' Estimates f‘?c; nqnb_le nthm ar
vestment that enter the U.S. national income and produé{lea}[_rs rc:)mt IS andntf[a_lsgrvgys_p;ow et_S|m| gr Irt] ﬁr'
accounts and the U.S. international investment positio ation, but are less detailed. For information about how
and balance of payments (or “international transact® obtain the earlier be_nchmark data and annual surve
tions”) accounts. Balance of payments data include datgStimates, see appendix C.

on direct investment capital and income flows between 14 aid comparisons among the estimates for the
U.S. affiliates and their foreign parent groups and oR,4rious years,table 1 on page M—2 provides cross-

receipts and payments of royalties, license fees, anghferences between the table numbers used in thi
charges for other services between U.S. affiliates angpjication and those used in the publications for othel
their foreign parent groups. years. As it indicates, the table-numbering scheme o

Data are presented for three groups of U.S. affiliateshis publication also will be used in publications for
of foreign companies: (1) All affiliates, (2) nonbank 1993 forward.

affiliates, and (3) bank affiliates. Most of the tables _ _ _ o
cover nonbank affiliates; bank affiliates, which report Certain tables in this publication do not have coun-

extensive data to other U.S. Government agencies, wefgrparts in the earlier publications, because they cove

required to report only a limited amount of data in theitems that were first coIIe_cted in 1992. Other tables h_ave

counterparts in the earlier benchmark survey publica

1. Public Law 472, 94th Cong., 90 Stat. 2059, 22 U.S.C. 3101-3108, ations, but not in the annual survey publications, becaus

amended. N __they cover items that are not collected in the annua
2. In this publication, the term “bank affiliates” is used to describe all h h K I

the affiliates that are classified as “depository institutions,” which includesSUIVEYS. For examp|61 the benchmar surveys collec

savings institutions and credit unions, as well as commercial banks. direct investment pOSi'[iOﬂ and balance of payments dat

M-1



M-2 FDIUS: 1992 BENCHMARK SURVEY, FINAL RESULTS

in addition to the financial and operating data collected Coverage
in the annual surveys for nonbenchmark years.

In a few instances, an item collected in the benchmarl he benchmark survey covered every U.S. business e
survey was combined with one or more other items irf€rPrise that was a U.S. affiliate of a foreign person. A
the annual surveys. Thus, two items that are shown if-S- affiliate is a U.S. business enterprise in which
a table in this publication may be shown as only ondoreign person owns or controls, directly or indirectly, at

item in the corresponding table in the annual surve;}eaSt 10 percent of the voting securities if the enterprise

pUbllcatlonS_' . . . ufacturing establishments of U.S. affiliates for most of the items covered
The data in this publication are based on data collectel) the Census Bureau's Annual Survey of Manufactures, including value

at the enterprise—or company—level. Establishment—added, shipments, employment, total employee compensation, employee be

r plant—level dat n foreign direct investment in th efits, hourly wage rates of production workers, cost of materials and energ
or plant—ievel data on foreig ec estme eused, inventories by stage of fabrication, and expenditures for new plant ant

United States are also available as a result of an onmuipment. Summary data for 1990 and an analysis of the data appeared

going project to link BEA’s enterprise data on foreign“Characteristics of Foreign-Owned U.S. Manufacturing Establishmeints”

. - . . : the January 1994 &veY.
direct investment in the United States with more de A parallel project has also linked BEA'’s data on foreign direct investment

tailed Census Bureau establishment data for all U.Sq the united States to Bureau of Labor Statistics (BLS) data on all U.S.
companie§. businesses. That link resulted in data, released by BLS, for 1989-91 o
the number, employment, and payroll of establishments of U.S. affiliates fol
3. Publications presenting the establishment data are available for 19878oth manufacturing and nonmanufacturing industries. In addition, BLS datz
91 (see appendix C). The 1987 publication presents data on the numbetfe available on the occupational structure of manufacturing establishment
employment, payroll, and shipments or sales of the establishments of U.Sf U.S. affiliates in 1989. For information on these data, call BLS at (202)
affiliates in both manufacturing and nonmanufacturing industries. Sum-606-6568.
mary data and an analysis appeared‘fioreign Direct Investment in the Data from the two projects differ, particularly at the most detailed in-
United States: Establishment Data for 198i"the October 1992 &RvEY dustry levels, because of differences in coverage, classification, timing, an
oF CURRENT Business The 1988-91 publications present data on the man-definitions.

Table 1.—Comparison of Tables for Nonbank U.S. Affiliates in This Publication With Those in the Publications
for 1993 Forward, the 1987 Benchmark Survey Publication, and the Publications for 1988-91

Comparable table Comparable table Comparable table  Comparable table

Table in this in annual in 1987 Corir:]p%%kgfgtfble Table in this in annual in 1987 Co?:]pfggkgfgtfble
publication* publications for benchmark ublications publication® publications for benchmark ublications
1993 forward survey publication p 1993 forward survey publication p
Group A. Selected Data Group G. Employment and Employee Compensation

D-18-D-20 ..
D-21-D-27 i

D-20-D-22 Group |. Interest, Dividends, Taxes Other Than Income Taxes, and
D-24-D-30 Research and Development Expenditures

H-1-H-2
E-1-E-4

e - e E-10-E-15
............................. - - E-16-E-17

1. This publication also contains tables on the direct investment position and balance of  outside the scope of the annual publications for 1993 forward and for 1988-91, which cover
payments data (Groups K, L, M, and N); but these tables are not listed, because they are  only financial and operating data of U.S. affiliates.
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Table 2—Selected Data for the Universe of U.S. and net income and the amount of U.S. land that the
Affiliates, by Whether or Not Reported in the owned. Of the totahumberof affiliates in the direct in-
Benchmark Survey vestment universe, affiliates that were required to repor

Millions of dollars Thou- accounted _for 70 percent and those that were exemy

hectares from reporting, for 30 percent. However, because only

owned very small affiliates were exempt from reporting, affili-
ates that were required to report accounted for virtually

Num-

ber of
affili- Total Net
ates assets Sales income

Universe of U.S. affiliates | 18,223 3,000,127 1,334,485 -20,702 5,871

US. affiates that all of the universe in terms ofalue
reported in the . .
suFr)v?I/ ........ o 12,672 2,998,593 | 1,333,867 | —20,575| 5,739 In table 3 the data for exempt affiliates are disaggre-
U.S. affiliates that : .
exemptiom gated by country of ultimate beneficial owner. Except
reporting ........cccoee.e. 5,551 1,534 618 -127 132

for tables 2 and 3all the tables cover only U.S. affili-
ates that were required to complete a benchmark surve

is incorporated or an equivalent interest if the enterpriséePort.
iS unincorporated.

The financial and operating data cover every U.S.
business enterprise that was a U.S. affiliate at the end of
its 1992 fiscal year. In addition, the direct investment

position and balance of payments data cover U.S. busiNis section gives the basic concepts and definition:

nesses that were U.S. affiliates sometime during thei!S€d in the 1992 benchmark survey. Special mention i
1992 fiscal year but that were not affiliates at the end of?de of changes that were introduced in the survey.
the year, because the foreign parents’ interest in them

had been liquidated or sold. The U.S. affiliates thaiDjrect investment

were liquidated or sold during the year are covered so

that the coverage of the direct investment position andPirect investment implies that a person in one coun-
balance of payments data in this publication is coniry has a lasting interest in, and a degree of influence
sistent with that of the U.S. international investmentover the management of, a business enterprise in ar
position and balance of payments accountBecause other country. For the United States, in accordance witl
these former affiliates were not required to report in thénternational guidelines, ownership or control of 10 per-
benchmark survey, estimates for them were made, basednt or more of an enterprise’s voting securities, or the
on information from other BEA surveys. equivalent, is considered evidence of such a lasting in

As a result of this difference in coverage, someterest or degree of influence over managemenhus,
balance of payments data items may not be fully comforeign direct investment in the United States is owner-
parable with their counterparts in the financial andship or control, direct or indirect, by one foreign person
operating data. For example, the total for net income@f 10 percent or more of the voting securities of an
shown in the financial and operating data excludes th#écorporated U.S. business enterprise or an equivaler
net income of these former affiliates, but the foreigninterest in an unincorporated U.S. business enterprist
parents’ shares of this income is included in the balOnly foreign investment in the United States that is di-
ance of payments measure of income on foreign diredect investment was covered by the 1992 benchmar
investment in the United States. survey.

In 1992, the direct investment universe consisted of Direct investment in a U.S. business enterprise cat
18,233 U.S. affiliatestéble 2. Affiliates with total as- result from direct or indirect ownership by a foreign
sets, sales, or net income greater than $1 million wergerson. In direct ownership, the foreign person itself
required to complete a benchmark survey report; 12,67holds the ownership interest in the U.S. business en
affiliates were required to report. The 5,551 affiliatesterprise. In indirect ownership, one or more tiers of
that did not meet these criteria were exempt from reownership exist between the U.S. business enterpris
porting, but they had to file an exemption claim onand the foreign person. For example, a U.S. busines

which they indicated the value of their total assets, saleg€nterprise may be directly owned by another U.S. busi
ness enterprise that is, in turn, owned by the foreigr
4. Because these affiliates were sold or liquidated during 1992, they are
excluded from the investment position at yearend 1992. However, some 5. See International Monetary Fund (IMPBalance of Payments Man-
tables present data on the position at yearend 1991, when these affiliatesl, 5th ed. (Washington, DC: IMF, 1993); and Organisation for Economic
were still included in the foreign direct investment universe and, hence, irCo-operation and Development (OECMetailed Benchmark Definition of
the estimates. Foreign Direct Investmennd ed. (Paris: OECD, 1992).

Concepts and Definitions
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person. A foreign person’s percentage of indirect votvoting-ownership percentage in the second U.S busines
ing ownership in a given U.S. business enterprise ignterprise in the chain, times the corresponding percen
equal to the direct-voting-ownership percentage of theages for all intervening enterprises in the chain, times
foreign person in the first U.S. business enterprise irthe last intervening enterprise’s direct-voting-ownership
the ownership chain, times the first enterprise’s directpercentage in the given U.S. business enterprise. If mor

Table 3.—Data for U.S.

Affiliates That Were Exempt

From Reporting in the Benchmark Survey, by
Country of UBO
Millions of dollars Thou-
ll)\l;ng—f sands of
h hectares
affili- Total Sales Net of land
ates | assets income owned
All countries ................ 5551 1,534 618 -127 132
Canada ....cocceeeeeeeeeeeiiiiiieeeeeen 1,124 252 91 -14 28
Europe ..... 2,234 627 286 -54 89
Austria ....... 31 10 2 -1 2
Belgium ..... 43 18 8 -2 2
Denmark ... 19 4 3 -1 1
Finland ...... 5 2 1 * *
France ....... 302 63 43 - 7
Germany ... 753 213 71 -3 34
Ireland ....... 8 2 2 1 0
ltaly ..oooooveninenn. 95 36 14 -1 4
Liechtenstein ..... 65 21 3 -2 2
Luxembourg ...... 12 4 1 @) *
Netherlands ....... 118 31 16 -5 3
Norway .......... 15 4 3 -2 1
Spain ......... 32 9 6 -1 *)
Sweden ......... 28 7 4 -2 *)
Switzerland ........... 283 96 38 -4 18
United Kingdom ... 380 96 63 -23 16
Other ..o 45 10 7 -1 *
Latin America and Other
Western Hemisphere .......... 746 253 71 -14 10
South and Central America .. 548 180 53 -11 7
Brazil ..ooovevvevrrsreerisnisninns 34 10 6 -2 *
Mexico ... 190 62 28 -2 3
Panama . 135 41 6 -4 1
Venezuela 50 18 3 -1 1
Other 139 50 10 -2 3
Other Western Hemisphere .. 198 73 18 -3 3
Bahamas ..........cccccceiiinne 18 7 2 *) *)
Bermuda ...........ceee. 21 5 3 *) 1
Netherlands Antilles .. 82 36 7 -1 ™*)
U.K. Islands, Caribbeal 58 19 5 -2 1
Other ....cocoveiieiicieie 19 6 2 *) *
Africa .o 22 5 3 -1 *
South Africa ...... 2 1 1 *) *)
Other .....cceee 20 4 2 -1 *)
Middle East . 103 35 15 -2 2
Israel ......... 21 8 4 *) 0
Kuwait ... 13 6 3 *) *)
Lebanon ............ 4 1 *) *) *)
Saudi Arabia ................. 33 12 3 -1 *)
United Arab Emirates ... 11 2 2 * *)
Other ....coocviviiiiiiies 21 6 3 *) *)
Asia and Pacific ...... 1,273 348 139 -42 2
Australia ................ 71 17 10 -1 *)
China ............. 10 2 1 * 0
Hong Kong ... 72 20 11 (*) *
Indonesia ...... 4 1 *) *) *)
Japan ..., 992 269 101 =37 2
Korea, Republic of 21 6 2 *) ™*)
Malaysia ........ 4 1 *) *) *)
New Zealand . 7 1 1 *) 0
Philippines . 17 9 1 -1 *
Singapore .. 15 5 4 -1 0
Taiwan .......... 33 13 5 -1 *)
Other ...cooviiiiiiiiieiee e 27 5 2 * *)
United States .........cccceveeeens 49 14 13 *) *)
Addenda:
European Communities (12) . 1,771 480 228 -41 68
OPEC ...ccoiiiiiiiiiecciis 132 48 12 -3 2

NoTE.—See “Notes to the Tables.”

than one ownership chain exists, the percentages of d
rect and indirect ownership in all chains are summed ftc
determine the foreign person’s ownership percentage.

Direct investment refers to ownership by a single
person, not to the combined ownership by all the per-
sons in a country. A “person” is broadly defined to
include any individual, branch, partnership, associate
group, association, estate, trust, corporation, or othe
organization (whether or not organized under the laws
of any State), and any government (including a for-
eign government, the U.S. Government, a State or loce
government, or any corporation, financial institution,
or other entity or instrumentality thereof, including a
government-sponsored agency).

An associated group, although comprised of two or
more persons, is treated in this definition as a single
person. An associated group consists of two or more
persons who exercise their voting privileges in a con-
certed manner by the appearance of their actions, b
agreement, or by an understanding, in order to influ-
ence the management of a business enterprise. Tt
following are deemed to be an associated group: (1
Members of the same family, (2) a business enterpris
and one or more of its officers or directors, (3) mem-
bers of a syndicate or joint venture, or (4) a corporation
and its domestic subsidiaries. Thus, direct investmen
is considered to exist as long as the combined ownel
ship interest of all members of the group is at least 1(
percent, even if no one member owns 10 percent o
more. The definition assumes, in effect, that the mem
bers’ influence over management is comparable to the
of a single person with the same ownership interest.

Investment by a foreign person of less than 10 percen
in a U.S. business enterprise is not considered direc
investment, even if another foreign person—of the sam
country or of another country—has an interest of at leas
10 percent in the enterprise. Thus, if one foreign persol
owns 11 percent and another owns 9 percent, the 11
percent interest is included, but the 9-percent interes
is excluded. However, if two or more foreign persons
each hold an interest of at least 10 percent, each suc
interest is included.

Determination of residency

For purposes of the benchmark survey (and BEA’s
other direct investment surveys), the “United States”
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means the 50 States, the District of Columbia, the Comto others by an owner who intends to reoccupy it is
monwealth of Puerto Rico, and all U.S. territories andconsidered real estate held for personal use and not
possessions. U.S. offshore oil and gas sites are aldmisiness enterprise.
considered to be in the United States. A business enterprise, and therefore an affiliate, may
“Foreign” means that which is situated outside thebe either incorporated or unincorporated. Unincor-
United States or which belongs to, or is characteristiporated affiliates primarily take the form of branches
of, a country other than the United States. and partnerships. They may also include directly held
The country of residence, rather than the country ofommercial property.
citizenship of a person is used to determine whether a A U.S. affiliate that is a branch consists of operations
direct investor or the business enterprise owned by ar activities in the United States that a foreign persor
direct investor is U.S. or foreign. A U.S. person is anyconducts in its own name rather than through an en
person who resides in, or is subject to the jurisdictiortity separately incorporated in the United States. By
of, the United States, and a foreign person is any persaitefinition, a branch is wholly owned.
who resides outside the United States or who is subject In general, the U.S. operations or activities of a for-
to the jurisdiction of a country other than the United eign person are considered to be a U.S. affiliate if the)
States. are legally or functionally separable from the foreign
A person is considered a resident of, or subject to th@perations or activities of the foreign person. In most
jurisdiction of, the country in which the person is locatedcases, it is clear whether the U.S. operations or ac
if the person resides or expects to reside in it for 1 yeativities constitute a U.S. affiliate. If an operation or
or more. Under this rule, individuals who reside oractivity is incorporated in the United States—as most
expect to reside outside their country of citizenship forare—it is always considered a U.S. affiliate. The sit-
less than 1 year are considered residents of their counttation is not always so clear with unincorporated U.S.
of citizenship, whereas individuals who reside or expeceperations or activities. Although most are legally or
to reside outside their country of citizenship for 1 yearfunctionally separable from those of the foreign persor
or more are considered residents of the country in whiclnd thus are considered U.S. affiliates, some are nc
they are residing. clearly separable, and the determination of whether the:
There are two exceptions to this rule. First, individu-constitute U.S. affiliates is made on a case-by-case basi
als (and their immediate families) who either own or aredepending on the weight of evidence.
employed by a business enterprise in their country of The following characteristics would indicate that the
citizenship and who are residing outside of that countryinincorporated operation or activity probably is a U.S.
for 1 year or more in order to conduct business for theaffiliate:
enterprise are considered residents of their country ofl) The unincorporated operation or activity pays U.S.
citizenship if they intend to return within a reasonable  income taxes.
period of time. Second, individuals who reside outside(2) It has a substantial physical presence in the Unitec
their country of citizenship because they are government  States, as evidenced by plant and equipment or emr

employees (such as diplomats, consular officials, mem-  ployees that are permanently located in the Unitec
bers of the armed forces, and their immediate families) States.

are considered residents of their country of citizenshiq3) It has separate financial records that allow the prepe

regardless of their length of stay elsewhere. ration of financial statements, including a balance
sheet and income statement. (A mere record O
The U.S. affiliate disbursements to, or receipts from, the U.S. oper-

ation or activity would not constitute a “financial
A U.S. affiliate is a U.S. business enterprise in which  statement” for this purpose.)

there is fp_reign directinvestm_ept. The aff_iliate is ca_llled(4) It takes title to the goods it sells and receives

a U.S. affiliate to denote that it is located in the United revenues from the sale, or it receives funds from

States. o o o customers for its own account for services it
A business enterprise is any organization, association, performs.

branch, or venture and the ownership of any real estate

that exists for profitmaking purposes or to otherwise The following characteristics would indicate that the

secure economic advantage. Therefore, by definition, @nincorporated operation or activity probablyrist a

business enterprise excludes the ownership of real estdteS. affiliate:

exclusively for personal use; a residence that is leasefll) It pays no U.S. income taxes.
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(2) It has limited physical assets or few employeedoreign parent of a U.S. affiliate must be identified to es-

permanently located in the United States. tablish that foreign direct investment does in fact exist.
(3) It has no separate financial records that allow thd € UBO of each U.S. affiliate is identified to ascer-
preparation of financial statements. tain the person that ultimately owns or controls and,

therefore, ultimately derives the benefits from owning
r controlling the U.S. affiliaté. Members of the for-
eign parent group are identified to distinguish foreign
(5) It engages only in sales promotion or publicpersons that are affiliated with a U.S. affiliate from those
relations activities. that are not.
(6) Its expenses are paid by the foreign parent. The affiliate’s transactions with all these persons are
included in the investment income, services, and capite
Consistent with these guidelines, the U.S. stationsaccounts of the U.S. balance of payments, and the direc
ticket offices, and terminal or port facilities of a foreign positions in the affiliate that are held by all members of
airline or ship operator that provide services only to thethe foreign parent group, not only by its foreign parent,
airline’s or ship operator’s operations are not consideredre included in the foreign direct investment position in
U.S. affiliates because most of the revenues, such &@ise United States.
passenger fares and freight charges, collected by theseA given U.S. affiliate may have more than one own-
facilities are generated by the travel and transportatioership chain above it, if it is owned at least 10 percent
services rendered by the airline or ship operator of whiclyy more than one foreign person. In such cases, th
they are a part, not by the activities of these facilities affiliate may have more than one foreign parent, UBO,
However, if the facilities provide services to unaffiliated and foreign parent group.
persons rather than to the foreign airline or ship operator

that owns them, they are considered U.S. affiliates. ~Foreign parent—A foreign parent is the first person
Each U.S. affiliate was required to report on a fully °utside the United States in a U.S. affiliate’s ownership

consolidated domestic (U.S.) basis. The full Conson_chain_ that has a direct inv_estment interes_t in the affiliate
dation includes all other U.S. affiliates of the foreignBY this definition, the foreign parent consistsly of the
parent in which the affiliate directly or indirectly owned firSt person outside the United States in the affiliate’s
more than 50 percent of the outstanding voting interes@Wnership chain; all other affiliated foreign persons are
The consolidation excludes all other U.S. business erfxcluded.

terprises and all foreign business enterprises owned bMItimate beneficial owner—The UBO of a U.S. af-

the U.S. affiliate. _ _ . filiate is that person, proceeding up the affiliate’s
_ There were two exceptions to this general consolidag,ynership chain beginning with and including the for-
tion rule. First, a given US affiliate may have beeneign parent, that is not owned more than 50 percent b
excluded from full consolidation because of the lack Ofanother person. The UBO excludes other affiliated per'.
effective control. Second, a U.S. affiliate in which a di- 55 if the foreign parent is not owned more than 5C
rect ownership interest was held by one foreign PersOBercent by another person, the foreign parent and th
and an indirect ownership interest was held by anothefjgo gre the same. Unlike the foreign parent, the UBO

foreign person was not permitted to be consolidated ip,ay pe either a U.S. person or a foreign person (thoug
the report of another U.S. affiliate; this rule ensured thaf,qst are foreign).

data on_transactlons and_ _posmons of both owners could Both the foreign parent and the UBO are *
be obtained from the affiliate.

(4) It conducts business in the United States only for th
foreign person’s account, not for its own account.

persons.”
Thus, they may be business enterprises; religious, cha
itable, or other nonprofit organizations; individuals;
The foreign owners governments; estates or trusts; associated groups; al
so forth. In the case of a foreign estate, the estate
The existence of direct investment in a U.S. affiliatenot its beneficiary, is considered the foreign parent or
is determined solely on the basis of the voting shares—
(OI’ the equivalent) held by itﬁoreign parent To more 6. UBO's that were individuals were not required to be identified by
. . . name; however, their countries of location were required.
Completely describe the forelgn OwnerShlp of a U.S. 7. Another type of transaction—trade in goods between affiliates and
affiliate, however, reference must be made to two addimembers of their foreign parent groups—is also included in the U.S. bal-
tional entities—théoreign parent groupnnd theultimate ance of payments accounts, but it is not shown separately. Separate data
.. such trade, however, were obtained in the benchmark survey as part of th
beneficial owne(UBO). All three concepts are neces-

‘ ' - U.S.-affiliate financial and operating data; see the sectioforancial and
sary to identify fully the owners of U.S. affiliates. The operating Data.”
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UBO. For the investments of a foreign trust, either the The extent of the noncomparability between the
creator or the beneficiary of the trust may be consideredenchmark survey data presented here and the dire
the foreign parent or UBO, depending on the circum-4nvestment estimates that will be presented in the for-
stances. The creator is considered the foreign parent eign direct investment position and balance of payment:
UBO if the creator is a corporation or other organiza-accounts depends on the number and size of the U.!
tion that designates its own shareholders or members adfiliates whose fiscal years do not correspond to the
beneficiaries or if there is a reversionary interest—thatalendar year. Figures on the number of affiliates tha
is, the interest in the trust may later be returned to théave fiscal years that do not correspond to the calend:
creator. In all other cases, the beneficiary of the trust igear and on the portion of the benchmark survey dat:
considered the foreign parent or UBO. accounted for by these affiliates are showridhle 4

Foreign parent group—A foreign parent group con- Unlike the direct investment position and balance of
sists of (1) the foreign parent, (2) any foreign personpayments data, financial and operating data in all BEA

proceeding up the foreign parent’s ownership chain, thafurveys are consistently collected and published on

owns more than 50 percent of the person below it, up t iscal year basis.
and including the UBO, and (3) any foreign person, pro-
ceeding down the ownership chain(s) of each of these
members, that is owned more than 50 percent by the
person above it.

Confidentiality

Under the International Investment and Trade in
) L Services Survey Act, the direct investment data col-
Accounting Principles lected by BEA from individual respondents are confi-
dential; thus, they cannot be published in such a manne
In most cases, data in the 1992 benchmark surveynat the person to whom the information relates can be
were required to be reported as they would have beegpecifically identified.” For this publication, each cell
for stockholders’ reports rather than for tax or otherj, 5 tapble was tested to determine whether the data |
purposes. Thus, U.S. generally accepted accountifghntained should be suppressed (that is, not shown) fc
principles (GAAP) were followed unless otherwise indi- confidentiality reasons. A “(D)” in a cell indicates that
cated by the survey instructions. The survey instructionghe data were suppressed to avoid the disclosure of ir
departed from GAAP in cases where the departurgormation on an individual company. For employment
would result in data that were conceptually or analytata, a letter representing a size range is entered in lie
ically more useful or appropriate for direct investmentys 5 “(D)".
purposes. One major departure from GAAP was the USe The act further specifies that the data must be use
of unique consolidation rules (see the preceding disCusy, gtatistical and analytical purposes only; the use
sion of c_onsolldated reportlng.fo_r_“The U.S. affiliate” in ¢ an individual company’s data for tax, investiga-
the sectiorfConcepts and Definition§: tive, or regulatory purposes is prohibited. Access to
the data is limited to officials and employees (includ-
Fiscal Year Reporting ing consultants and contractors and their employees
of government agencies designated by the Presider
Data for U.S. affiliates were required to be filed on ato perform functions under the act. In addition, the
fiscal year basis. An affiliate’s 1992 fiscal year wasForeign Direct Investment and International Financial
defined to be the affiliate’s financial reporting year thatData Improvements Act of 1990 granted access to cer
ended in calendar year 1992. tain other government agencies for limited statistical
The fiscal year data from the benchmark survey thapurposes. For example, the act granted access to tt
are presented in this publication are not comparable witBureau of the Census and the Bureau of Labor Statis
the calendar year estimates of transactions between U.8cs for the purpose of linking BEA’s enterprise-, or
affiliates and their foreign parents that appear in the U.zompany-, level data for foreign direct investment to
balance of payments accounts or to the calendar ye#neir establishment-, or plant-, level data for all U.S.
estimates of the foreign direct investment position incompanies to obtain their more detailed data, by indus
the United States. The benchmark survey data must B&y and by State, for the foreign-owned enterprises tha
adjusted to a calendar year basis before they are ersport to BEA.
tered into the foreign direct investment position and the Private individuals may obtain access to the data only
balance of payments accounts. in the capacity of experts, consultants, or contractor:
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whose services are procured by BEA, usually on a Classification by country of UBO usually is used for
temporary or intermittent basis, for purposes of carryfinancial and operating data because the country the
ing out projects under the act—for example, to performultimately owns or controls, and that therefore derives
research on foreign direct investment. These people aitgenefits from owning or controlling, a U.S. affiliate gen-
subject to the same confidentiality requirements as regerally is considered most important for analyzing these
ular employees of BEA or other government agencieslata. Except for the data itable 5§ all balance of
performing functions under the act. payments and direct investment position data in this
publication are also classified by country of UBO, so
that both types of data presented will be classified on the
Classification of Data same basis. In contrast, the data in the U.S. balance c
payments accounts and in the foreign direct investmer
Both the financial and operating data and the direct inposition in the United States are usually classified by
vestment position and balance of payments data frorthe country of each member of the foreign parent groug
the benchmark survey can be classified by industry oWwith which there are transactions or positions.
affiliate, by country and industry of UBO, and by coun-
try and industry of foreign parent. In addition, the directindustry classification

investment position and balance of payments data €aBach U.S. affiliate was classified by industry on the basi

be classified by country of each member of the forelgnOf its sales (or of its total income, for holding com-
parent group.

. o L anies) in a three-step procedure. First, a given U.S
Most of the data in the tables in this publication thatp ) b P d

are disaggregated by country are classified according tg)ffiliate was classified in the major industry group that
i ccounted for the largest percentage of its sales.

the country of the UBO. However, the datatibles 5 gestp g

and 6in this methodology and in table A=7 in “Part II: 8. The major industry groups used were agriculture, forestry and fishing;

1 ” s mining; petroleum; construction; manufacturing; transportation, communica-
Nonbank U.S. Affiliates” are classified by country of tion, and public utilities; wholesale trade; retalil trade; finance, insurance, anc

foreign parent. real estate; and services.

Table 4.—Selected Data of U.S. Affiliates, by Fiscal Year Ending Date

Fiscal year ending date
Total : July 1to | October 1 to| Addendum:
Jﬂg?gﬁ' %1to /:\]5';'][313%) September | December | December
30 31 31
All affiliates
Number of @ffillAtES ......cceoiiiiieie s 12,672 1,665 1,058 1,059 8,890 8,355
Total assets (millions of dollars) ... .| 2,998,593 701,648 79,743 103,804 2,113,399 1,989,540
Sales (millions of dollars) ............. .. | 1,333,867 289,347 67,589 89,107 887,824 840,019
Net income (millions of dollars) .........c........... . -20,575 4,378 -24 -1,022 -15,151 -15,021
Employee compensation (millions of dollars) . 188,541 24,207 9,618 14,329 140,388 130,901
Thousands Of EMPIOYEES .........ccoiiiiiiiiiiiiiiee e 4,843.3 717.3 269.6 420.6 3,435.8 3,177.1
Foreign direct investment position in the United States (millions of dollars) . 430,201 59,552 22,562 31,357 316,731 295,611
Direct investment income (millions of dollars) ..........coccceviiiienieinienieene e, 133 -1,328 0 422 1,038 318
Nonbank affiliates
Number of affillateS .......c..vvvieiiieeieee e 12,138 1,553 1,045 1,045 8,495 7,975
Total assets (millions of dollars) .. | 1,825,219 243,684 75,904 90,918 1,414,713 1,351,077
Sales (millions of dollars) ............. .| 1,231,972 240,293 67,354 88,341 835,984 791,389
Net income (millions of dollars) .... -21,331 -4,165 6 -908 -16,265 -16,129
Employee compensation (millions of dollars) 182,079 23,675 9,591 14,182 134,630 125,318
Thousands Of EMPIOYEES .........ccccveiiiiiiiiiiiie e 4,715.4 709.9 269.2 417.6 3,318.7 3,062.8
Foreign direct investment position in the United States (millions of dollars) . 408,630 59,622 22,468 31,090 295,449 274,617
Direct investment income (millions of dollars) ..........ccceviiiieniecnienieeeeeee e 405 -1,141 22 554 970 178
Bank affiliates
NUmber of affllAteS .........cooiiiiiii e 534 112 13 14 395 380
Total assets (millions of dollars) ... .. | 1,173,375 457,963 3,840 12,886 698,686 638,463
Sales (millions of dollars) ............. .. 101,895 49,054 235 765 51,840 48,630
Net income (millions of dollars) ..................... . 756 =213 =31 -114 1,114 1,108
Employee compensation (millions of dollars) 6,462 531 27 146 5,758 5,583
Thousands of employees 127.9 7.3 A4 3.0 117.2 114.3
Foreign direct investment position in the United 21,571 -70 94 266 21,282 20,994
Direct investment income (millions of dollars) -273 -187 -22 -132 68 140

NoTE.—See “Notes to the Tables.”
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Table 5.—Foreign Direct Investment Position in the United States and Direct Investment Income, by Country of UBO,
Foreign Parent, and Each Member of the Foreign Parent Group

[Millions of dollars]

By country of By country of By country of By country of By country of By country of
UBO foreign parent each member of UBO foreign parent each member of
the foreign parent the foreign parent
group group
Position | Income | Position | Income Position | Income | Position | Income
Position | Income Position | Income
All countries .......ccceeeenn 430,201 133 430,201 133| 430,201 133 Barbados ®) -2 161 -2 390 24
Dominican Republic ......... 24 2 2 *) 2 *)
[ 13- 1o - RS 50,624 | 1,013| 50,911 886 | 40,894 120 French Islands, Caribbea 1 *) 1 (*) 1 (*
Grenada 1 * (*) )
EUurope ... 237,911 3,885| 246,072 4,159 | 254,427 4,577 Haiti .... 1 * g *) g *
Jamaica . * * * *
Austria ... 695 -104 708 -84 678 -99 St. Kitts and Nevis . (Dg E{ ng Q Q ((D%
gelgiumk- 3,2‘%2 lgg 2‘1138 igz 332% %g Trinidad and Tobago 1 *) *) 1 *)
enmarl = - - United Kingdom Island
Finland .. 2521| -114| 2323| -101| 1812 -122 Mlantic Jcom 's'ancs 2 * o o o 0
France ... 30,550 -1,093 27,605 -230 24,759 -290
i D -4 4 - 1,192 -4
Germany 35012| -107| 33820 -236| 30895| -07 || AMLCA 140 et 943 ol M s
Ireland o ()| 1,808 44| 2,484 50 Other “©| s o3|  -s6| 1208| -48
Italy ... 4,040 -740 359 -138| 1,727| -296 Algeria ®) 2 0 0 0 0
Liechtenstein 165 =79 163 -58 182 -58 D "
Congo . 0 0 0 ®) *)
Luxembourg 779 -41 740 =27 643 -16 Egypt .. 2 -8 23 -8 27 -8
Netherlands . 41,433 1,344 70,347 565| 68,426 1,237 Ethiopia .. (3) ©® 0 0 0 0
Norway .. e -2 976 -g| 1016 -8 Gabon - ((*; 1 (f; S (g S
Spain . 619 37 490 83 988 90 K 0 0 0 b 0
Sweden . 8252| -104| 7,387 -35 6,654 -60 L%ny,a : 139 7 879 30| 1163 a1
Switzerland 20,475 419| 19,305 380| 19,810 199 Voo 3 * S > it >
United Kingdom . 86,389 | 4,528\ 77,011| 4,046| 89,463| 4,615 0roceo . ) ® ®) )
Other .ocvovreeer 461 D 423|  -a9 463| 45 Namibia . K & 9 0 9 K
Bosnia and Herzegovina -4 * -4 *) -4 *) Nigeria ... ®) ®) ®) ®) 12 ®)
CYpPIUS ..oovenn 7 -3 0 0 2 *) Tanzania 0 *)
1. %' %' *) %) %
Gzechoslovakia . 6 Q Q A 9 || middie East .. ©)| -544| 5708 -210| 5016 -268
Gibraltar ... 0 2 75 2
Greece .. © © 85| —o28 81| —27 Israel 1588| -117| 1,369 -110| 1,396 -110
Hungary 4 * ®) g ©) 21 Kuwai 3,743 -95| 1,650| -36| 1640 -29
lceland ®) 5 (®) 5 4 5 Lebanon . 166 -44 10 -1 10 -1
Malta .. 0 0 0 ©) 0 Saudi Arabia 4086 -141| 2,398| -30 o -95
Poland 46 * 46 ® 146 * United Arab Emirates . °) -134 142 -31 124 -31
Portugal -18 -8 -32 -8 -30 -8 Other ...... 370 -13 139 -2 ®) -1
R ®) > ) > © > Bahrain 49 4 58 4 82 4
Russia ... 128 2 127 1 125 *) Iran . 10 ®) * ®) -1 ®)
Serbia ... 9 -8 9 -8 9 -8 Jordan . 125 -3 55 g) 46 -1
Slovenia 38 -5 30 -6 30 -6 Oman .. ®) ®) () ®) ®) ®
Turkey ... 89 -1 88 -1 88 -1 Qatar *) ®) *) ®) *)
Ukraine . 2 *) 2 *) 2 * Syria ... ®) -8 *) *)
Latin America and Other Asia and Pacific .
Western Hemisphere ............ 10,877 159| 19,871 -631( 22,129 273 élrJ]_stralla .
ina ......
South and Central America .... ©®) 310 7,158 518 8,258 562 Hong Kong
Brazil ..... 1,457 83 569 29 507 29 Indonesia
Mexico 1,249 -10 1,555 63 1,424 63 Japan .....
Panama 822 6 4,078 364 5,350 394 Korea, Republic of . 109 =270 67 -268 304 -255
Venezuel 2,254 208 435 46 407 45 Malaysia ....... 240 -5 3 -6 68 -6
Other ..... ®) 23 521 15 570 30 New Zealand ®) =75 219 -61 209 -56
Argentina .. 370 ®) 349 ®) 415 ©®) Philippines . 236 -1 53 -7 54 -7
Bolivia *) *) g) *) *) *) Singapore 744 -29 723 -29 1,153 -18
Chile .. 37 1 ®) 2 24 2 Taiwan 2,323 -109 960 -23 1,057 -22
Colombl:a . 147 -18 93 -21 81 =21 Other .. 614 ®) 177 -32 238 -33
(E:OSt% Rica l%(8) (*2) ? (*1) —% (*1) Afghanistan ®) ®) 1 ®) *)
cuador .... = = Brunei ....... 338 -18 0 0 0
EI Salr\llaGdo_r . 48 (2 ; 8 % 8 French Islands, Pacific . ®) *) 0 0 0 0
rench Guiana India 17 -18 17 -18 20 -17
Guatemala .. 6 1 1 *) (*) *) Laos 5 *) 5 *) 5 *
Guyana .... 0 0 0 0 *) 0 Macau . 0 0 0 3 *)
Honduras . 16 1 2 *) -1 *) Micronesia 0 0 0 -2
Nicaragua . 9 2 0 0 0 0 Pakistan .... 22 -2 17 * 17 *
garaguay . (DF; (gg (D(; D0 (D()) D? Papua New Guinea 0 0 0 ®) 0
eru ... Sri Lanka .. 0 0 0 0 3 0
Suriname .. ¢ *) ) *) 9] *) Thailand ... 216 -55 124 -11 176 -12
Uruguay ... ®) -1 31 -1 ®) -1 United Kingdom Islands, R R
Pacific ... 2 -4 2 -4
Other Western Hemisphere .... ®) -151 12,713 | -1,148 13,871 -835 Vanuatu . 1 ((*g ( % *) 7 *)
Bahamas . 431 =77 2,038 24 903 =22
Bermuda .. ®) 76| 2,140 -170| 1,207| -172 | United States ........ormreeens 3,367 298 | v | e | e | e
Netherlands Antilles . 1,095 —42 4,305 -395 9,628 -192
U.K. Islands, Caribbean . 554 -107 3,988 -604 1,316 -494 || Addenda:
Other ..o 58 -2 242 -3 817 45 European Communities (12) ... | 204,363 | 3,898 | 214,841| 4,077 | 223,863| 4,736
Antigua and Barbuda 2 -3 32 -2 32 -2 [ 1 = o 11,624| -223 4,699 -103| 3,922 -162
Aruba 9 2 27 2 ®) ®)

NoOTE.—See “Notes to the Tables.”
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Table 6.—Selected Financial and Operating Data of U.S. Affiliates, by Country and Industry of Foreign Parent

Millions of dollars

Gross | Thouslands of

property, : Employee employees

Total assets plant, and Sales Net income compensation
equipment
(1) 2 3) 4) 5) (6)
All countries, all industries 2,998,593 670,914 1,333,867 -20,575 188,541 4,843.3
By country

[ 1o - To - R USRS PSPPI 301,144 99,415 123,114 -5,711 22,688 622.1
EUTOPE et 1,419,626 360,456 698,133 -6,957 114,975 3,010.2
Austria 7,477 333 D ®) 198 4.2
Belgium . 17,095 8,520 13,961 184 1,571 75.8
Denmark 6,276 1,758 3,664 -96 1,019 435
Finland .. 8,834 2,236 b ®) 1,065 25.3
France 259,606 42,162 81,907 -674 12,725 299.5
Germany .. 163,862 53,172 119,741 -844 20,930 519.9

Ireland ... ®) 2,021 ©® ®) ®) J
ltaly ....... 55,062 2,833 8,460 -28 795 18.0
Liechtenstein 520 429 207 -92 60 1.9
Luxembourg . ®) 1,877 ®) D 526 14.5
Netherlands .. 288,344 95,000 146,690 -1,681 22,070 605.1

Norway .. ®) 1,382 ®) ®) ®) |
Spain ..... 54,460 1,664 4,723 466 646 20.1
Sweden . 45,284 9,264 30,208 -195 5,834 152.5
Switzerland ..... 144,246 24,918 71,353 -436 13,016 294.0
United Kingdom . 338,078 112,664 196,473 -3,211 33,354 905.7
Other 5,557 224 1,212 -53 112 3.0
Latin America and Other Western Hemisphere ..........cccccocee.. 172,864 43,984 66,566 190 12,571 317.7
South and Central America 114,773 17,094 26,901 2,392 3,748 86.6
Brazil 5,380 ®) 1,511 27 77 15
Mexico .. 11,447 1,756 4,934 33 822 24.3

Panama (®) ®) ®) (®) (®) L
Venezuela 4,926 2,632 2,593 268 237 8.5

Other ®) 82 ®) ®) ®) G
58,091 26,890 39,665 -2,202 8,822 231.2
Bahamas ........... 3,584 863 1,479 -22 125 3.3

Bermuda ............ ®) ®) ®) ®) ®) L
Netherlands Antilles .... 13,931 9,464 9,656 -487 2,089 68.2
U.K. Islands, Caribbean . 28,785 11,097 18,144 -1,661 4,370 105.6

Other ... ®) ®) ®) ®) ®) G
Africa ....... ®) 3,370 ®) ®) 144 4.3

South Africa . 1 1 ®) g) 0 0
Other ....... ®) 3,369 ®) ®) 144 4.3
Middle East ®) 9,595 ®) ®) 814 17.4
Israel ..... ®) 394 ®) -89 288 5.6

Kuwait 6,168 ®) ®) ®) ®) |
Lebanon ... 27 13 23 -2 5 1

Saudi Arabia ......... ®) ®) ®) ®) ®) |
United Arab Emirates 222 212 28 -29 6 2
Other 3,522 ®) 223 -10 23 6
Asia and Pacific 1,071,730 154,093 430,766 -7,718 37,350 871.6
Australia ... 45,696 12,630 21,961 =219 3,853 84.1

China ..... ® ®) ®) ®) ®) G
Hong Kong 6,594 ®) ®) ®) 478 17.7

Indonesia . 2,225 132 468 -57 51 G
Japan .... 976,444 133,084 386,674 6,778 31,727 736.7
Korea, Re 18,055 2,101 10,468 -324 513 11.7
Malaysia ............. 874 4 86 -8 4 A
New Zealand ©®) 197 1,860 -63 295 6.8
Philippines 708 77 109 -8 20 .6
Singapore . 2,988 1,210 652 -92 87 2.7
Taiwan .. 9,311 1,586 1,853 -52 194 55

Other 2,951 123 533 -36 ®) G

Addenda:
European Communities (12) 1,208,324 321,750 584,563 -5,869 94,308 2,520.6
OPEC 21,602 11,667 15,555 19 796 22.1
By industry

Government and government-related entites 13,857 11,725 11,735 33 627 14.2
Individuals, estates, and trusts 27,433 17,698 21,043 -33 3,481 138.9
Petroleum .... 67,744 64,036 55,135 75 4,167 68.7
Agriculture 2,100 1,153 3,221 -67 371 10.7
Mining ....... 22,371 18,814 15,132 -619 2,788 57.5
Construction 17,763 10,252 13,440 -1,275 2,997 67.7
Manufacturing .. 402,187 191,945 427,130 -3,603 72,637 1,626.8
Transportation, communication, and public utilities . 29,971 13,997 19,351 -2,786 5,260 128.2
Wholesale and retail trade 83,886 27,788 204,954 -1,942 12,387 529.8
Depository institutions ........... 1,296,990 12,358 131,422 -171 7,588 135.8
Other finance and insurance . 936,524 229,882 397,420 -5,735 66,859 1,730.9
Real estate 64,890 53,660 11,777 -3,564 1,334 46.3
Services 32,878 17,606 22,106 -888 8,045 287.8

NoTE.—See “Notes to the Tables.”
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Second, within the major industry group, the U.S. af-cation purposes, these various subindustries are group
filiate was classified in the two-digit industry in which together in the major industry group petroleum.
its sales were largest; a two-digit industry was defined to Beginning with the 1992 benchmark survey and re-
consist of all three-digit subindustries that have the samiecting a change in the 1987 SIC, savings institutions
first two digits in their three-digit code. Third, within its and credit unions are included in the industry “depos-
two-digit industry, the U.S. affiliate was classified in theitory institutions,” which also includes banks. Thus,
three-digit subindustry in which its sales were largestthe data for savings institutions and credit unions ap-
This procedure ensured that the U.S. affiliate was ngpear in the tables for “bank affiliates” rather than in
assigned to either a three-digit subindustry outside eithehose for “nonbank affiliates.” Previously, these entities
its major industry or its two-digit industry’. were classified as “nonbank affiliates,” in the industry

A list and a description of the codes used by BEA to“finance, except banking.”
classify the data from the 1992 benchmark survey are Table A-1 presents selected financial and operatin
found in theGuide to Industry and Foreign Trade Clas- data for U.S. affiliates classified by industry of affili-
sifications for International Survey&ee appendix B). ate; each three-digit subindustry is shown separately an
These classifications are adapted from those irStia@-  is grouped by the major industry to which it belongs.
dard Industrial Classification Manual 1987The direct  Primarily because of confidentiality requirements, many
investment data are collected at the enterprise level, argf these three-digit subindustries are not shown in the
each enterprise is classified in a single industry on thether tables in this publication. However, each industry
basis of its major activity. In contrast, the Standard In-included but not identified in an industry group shown
dustrial Classification (SIC) is designed for classifyingin the other tables may be ascertained by referring t
individual establishments (or plants) within an enter-table A-1.
prise. Because many direct investment enterprises areEach U.S. affiliate was classified in a single indus-
active in several industries, it is not meaningful to clasry, even though many affiliates had activities in more
sify all their data in a single industry if that industry than one industry. As a result, the distribution of data
is defined too narrowly. Accordingly, BEA has limited by industry of affiliate differs from the distribution that
the detail in which it classifies U.S. affiliates by indus-would result if each of the affiliates’ activities were
try to a total of about 135 industries. More detailedclassified by industry. Classification by activity was
establishment-level data are available from the BEA-obtained in the benchmark survey for two key items—
Census Bureau link project described earlier; these datales and employment. Each U.S. affiliate was require
are classified by industry at the four-digit SIC level. to distribute its sales and its employment among the

To conform to the SIC, petroleum is not listed as athree-digit subindustries in which it had salédn table
major industry group in the Guide. Instead, the threeA-8 of part Il, nonbank U.S. affiliates’ sales and em-
digit subindustries within petroleum are spread amongloyment by industry of sales are compared with their
the other major industries: Crude petroleum extractiorsales and employment by industry of affiliate. (Data
is in mining, petroleum refining is in manufacturing, by industry of sales cross-classified by industry of af-
gasoline service stations are in retail trade, and so oriliate are shown in table E-7 for sales and table G—1(
However, for direct investment classification and publi-for employment.) Because an affiliate that has an es

9. The following example illustrates the three-stage classific:ationtablIShment In an mdustry usually also has sales in tha

procedure. Suppose an affiliate’s sales were distributed as follows: industry, the distribution of affiliate data by industry of
Industry code Sales sales roughly approximates the distribution that would
(Percentages of total) result if the data were reported and classified by industn
o a0 of establishment. However, if two establishments of an
» 5 affiliate are in different industries and one of the estab-
45 lishments provides all of its output to the other one, the

where industry codes 351, 352, 353, and 367 are in manufacturing and coddffiliate will not have sales in the industry of the first es-
508 is in wholesale trade. Because 55 percent of the affiliate’s sales werggplishment. (FOI’ examp|e if an affiliate operates both
in manufacturing and only 45 percent were in wholesale trade, the affiliate’s . ! . .
major industry is manufacturing. Because 30 percent of its sales withird metal mine and a metal manufacturing plant and if the
manufacturing are in two-digit industry 35 (nonelectrical machinery)—that

is, the sum of the percentages in 351, 352, and 353 is 30 percent—and10. Specifically, large U.S. affiliates (those with total assets, sales, or ne
25 percent are in two-digit industry 36 (electrical machinery), the affiliate’s jncome greater than $50 million) had to specify their sales and employmen
two-digit industry is 35. Finally, because its sales within industry 35 were;, o aignt industries in which their sales were largest; other affiliates hac
largest in subindustry 353, the affiliate’'s three-digit subindustry is 353. Thus } . . - S ) )
because of the three-stage classification procedure, the affiliate was assigri@gSPecify their sales and employment in the three industries in which their
to subindustry 353, even though its sales in that subindustry were smallegales were largest. Unspecified sales and employment are shown in tt
than its sales in either subindustries 508 or 367. “unspecified” row or column in tables A-8, E-7 to E-9, and G-10 to G-12.



M-12 FDIUS: 1992 BENCHMARK SURVEY, FINAL RESULTS

entire output of the mine is used by the manufacturindecause of confidentiality requirements, many countrie:
plant, all of the affiliate’s sales will be in metal manu- could not be shown in the other tables in this publica-
facturing, and none will be in metal mining. When the tion. However, each country included but not identified
mining employees are distributed by industry of salesin a geographic group shown in the other tables may b
they are classified in manufacturing. In contrast, wherascertained by referring to table A-2 or table 5.
they are distributed by industry of establishment, they Only three tables+tables 5 and @n this methodol-
are classified in mining.) ogy and table A-7 in part Il—show data by country
The UBO and foreign parent of each affiliate wereof foreign parent.Table 5shows the direct investment
also classified by industry, but the categories used wergosition and direct investment income by country of
much less detailed than those used for affiliates. In théoreign parent and by country of each member of the
benchmark survey, an affiliate had to assign its parerfbreign parent group, in addition to by country of UBO.
and UBO to 1 of 28 broad categorig€sBeginning with  Table 6shows selected financial and operating data fol
the 1992 benchmark survey, UBOs in manufacturingall affiliates, classified by country of foreign parent. Ta-
are classified into 12 manufacturing subindustries; irble A—7 compares a few key data items classified by
the surveys for previous years this breakdown was natountry of UBO and by country of foreign parent for
obtained. nonbank affiliates. The data by country of foreign par-
A distribution of sales by industry was not obtainedent in tables A-7 and 6 are comparable with the date
for UBO’s or foreign parents. For affiliates that had classified by country of foreign parent in the 1987, 1980,
more than one UBO or foreign parent, each UBO or forand 1974 benchmark survey publicatidfs.
eign parent was classified. In the tables that show data
disaggregated by industry of UBO or foreign parent, all

data for these affiliates are shown in the industry of the Estimation
UBO or foreign parent with the largest ownership share. and
The industry classification of a foreign parent may -
differ from that of a UBO. The foreign parent consists General Va||d|ty of the Data

only of the first foreign person in the affiliate’s owner-

ship chain, and its industry of classification reflects onlyNonbank affiliates with total assets, sales, or net incom
the activities of that first foreign person. In contrast,dréater than $1 million were required to report in the
the UBO’s industry reflects its fully consolidated world- P&nchmark survey. Depending on their size, they had t

wide activities, including the activities of both U.S. and 'éPort on either a long form or a short forh For the
foreign entities in the ownership chain below it. affiliates that reported on the short form, BEA estimatec

the items that appeared only on the long form to presen
financial and operating data in the same detail for al
p g
nonbank affiliates. Estimates were also made for som
In the benchmark survey, the UBO and the foreign par_affiliates that failed to report in the benchmark survey
ent of a U.S. affiliate we’re each classified by Country_but for which data could be obtained from other surveys.
For affiliates that had more than one UBO or foreign TNe long form (BE-12(LF))—which was filed by non-
parent, each UBO or foreign parent was classified; foPank affiliates with total assets, sales, or net income (o
most of the tables in this publication, the data for a giver]®SS) greater than $50 million—collected detailed data
affiliate were then classified by the country of the UBOThe short form (BE-12(SF))—which was filed by non-
or the foreign parent that had the largest ownership shaR&nk affiliates with total assets, sales, and net incom
in the affiliate. (or loss) of $50 million or less—collected most balance
Table A2 presents selected financial and operating’ Payments data items but only selected financial ant
data by country of UBO; by geographic area, it showsOPerating data items. For a given short-form affiliate,
each country !n which a UBO was I_o_cated in 1992. 12. SeeForeign Direct Investment in the United States: 1987 Benchmark
(A table A-2 is presented for all affiliates, for non- survey, Final Results; Foreign Direct Investment in the United States,; 1980
bank affiliates, and for bank affiliatesljable 5in this  andForeign Direct Investment in the United States, Volume 2: Report of the
methodology shows data for all affiliates on the direclSecretary of Commerce: Benchmark Survey, 19&immary data from the
. .. . . . 1980 benchmark survey were subsequently republished, with minor correc
Investment pOSItIOﬂ and on direct investment income bﬁons, in Foreign Direct Investment in the United States: Operations of U.S.

each country in which a UBO was located. Primarily Affiliates, 1977-80but that publication does not contain data classified by
country of foreign parent.)
11. See the list at the bottom of page 13 of the benchmark survey form 13. These two forms are reprinted in appendix A. Bank affiliates reported
BE-12(LF), in appendix A. on a third form (BE-12 Bank).

Country classification
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long-form items were generally estimated based on refhe estimation of data for these affiliates ensured tha
lationships among data items for the most comparabléthe 1992 data were as complete as possible.

panel of long-form affiliates that could be constructed; All data reported by U.S. affiliates had to pass a num-
specifically, the panel comprised affiliates that had totaber of computerized edit checks. Where possible, the
assets of between $50 million and $250 million and thatlata for an affiliate were reviewed for their consistency
were in the same industry group as the affiliate whosevith related data for the affiliate from other parts of
data were being estimated. the report form, with data provided in related report

A total of 8,442 nonbank affiliates filed short forms forms, with comparable data reported by other affili-
(table 7. Although these affiliates accounted for 70ates, and with comparable data from outside sources
percent of all nonbank affiliates, they accounted for onlyAs @ result of this edit and review process, a number o
a small portion of the nonbank universe in terms ofchanges to the reported data were made, usually afte
value—4 percent of total assets, 5 percent of sales, arfg@nsulting with the reporting affiliate. In some cases,
7 percent of employment. usually involving small affili_ates, esFimates based on in-

The largest number of short-form affiliates were industry_/ averages or other information were substitutec
real estate, and their shares of the universe in this ino_Missing or erroneously reported dat"?".
dustry in terms of value were disproportionately high. For some items—such as '_[hose pertaining to trade b

product and country of origin or destination and em-

In real estate, short-form affiliates accounted for 20 per . .
cent of total assets, 19 percent of sales, and 14 perceﬁ yment by industry of sales or by State—affiliates hao
’ ' ifficulty in supplying the required information because

of employment. . . :
_ the data were not easily accessible or were unavailabl
BEA also made estimates of the data for some nonom their standard accounting records. In these case

bank affiliates that did not file a benchmark surveyagijiates often made estimates, the quality of which is
report even though they met the criteria for filing. For yifficult to assess.

the 762 affiliates covered by these estimates, BEA had
a report in another direct investment survey that could
serve as a basis for the estimation. These affiliates, most Number of U.S. Affiliates
of which were small, accounted for only a minor portion

of the nonbank universe in terms of value—1 percent of-p1os A_1 and A—

2 in part Il show the number of
assets and sales and 2 percent of employntebte 7).

nonbank affiliates that is comparable with the number
shown in previous annual survey publications; the same
tables in part | show the number of all affiliates, both

Table 7.—Selected Data for U.S. Affiliates That Filed bank affiliates and nonbank affiliates.
Reports wompared With U.S. Affiiates for Which ~The data on number of affiliates should be used cau
tiously because, with the exception of those shown ir

Nurtber Millions of dollars | Thou = tables 2 and 3they exclude very small affiliates that
affiates | 1O | sales | ®MAY were exempt from filing a benchmark survey report. In
Afiliates that were required t fle a addltlc_)n, some affiliates that were required to file a ref-
FODOM v 12,6721 2,998,503 1,333867 | 48433 port did not do so. BeC_ause Of_ limited resources, BEA's
Nonbanks 12.138| 1825210 1.231972| 47154  €fforts to ensure compliance with reporting requirements
N s bty | |l 117 tn| 43350 Sl affiTnto ot weees T mavars of the raoorine ro.
Afliates that fled long forms | 2934| 1,730,151 1161,894| 4,324 small aftiliates that were not aware o the reporting re-
forms .o, 8,442 74,177 55,512 315.1 qUIrement§ and that were not on BEA S mall_lng IISt may
Nonbank affiiates that failed to not have filed reports. Although the omission of these
file reports and for which affiliates from the benchmark survey results probably
feports were esumared - 2| 2 T ™® has not significantly affected the aggregate value of the
Percent various data items collected, it could have caused an ur
known, but possibly significant, understatement of the

Q%E?%Ezzﬁgiggi hat fed short number of affiliates. - -
Jonbank affliates ... | 696 41 45 6.7 ] E}/en an exact ct?unt of U.S. ri;lfflllates would be ;in;l
report and for which reports icult to interpret because each report covers a fully
all nonbank affiliatesp. .................. 6.3 11 1.2 1.6 consolldated U.S. busmess enterprlse, WhICh may con

NoTeE.—No reports were estimated for bank affiliates. SiSt Of Several Companies- The number Of fU”y con-
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solidated enterprises varies according to the degree &f.S. merchandise trade; research and development a
consolidation used and the differences in the organizaivities; and U.S. land owned and leased by affiliates.
tional structure of the company. This publication gives,Only a few of these items were obtained for bank af-
in addition to the number of affiliates, the number offiliates; consequently, most of the tables that presen
companies consolidated in the affiliates’ reports (see tdinancial and operating data cover nonbank U.S. af:
bles A—1 and A-2). Because the report for one affiliatdiliates only. Financial and operating data for bank
may cover many companies, the number of companiegffiliates are shown imables 4 and "6f this methodol-
consolidated is substantially higher than the number obgy, in table A-1 in part I, and in all of the tables in
affiliates—39,882 compared with 12,672. For nonbankpart III.
affiliates, the comparable figures are 38,646 and 12,138. The financial and operating data for U.S. affiliates are
Establishment data for 1991—the most recent year fonot adjusted for the ownership share of the foreign di-
which such data are available, indicate that the numeect investors. Thus, for example, the employment dat:
ber of establishments of U.S. affiliates is, as would bénclude all employees of each affiliate, including affili-
expected, higher than either the number of affiliates oates in which the foreign investor's ownership share is
the number of companies consolidated. In 1991, theress than 100 percent. To help address issues for whic
were 12,741 manufacturing establishments, comparegbntrol is relevant, a few tables—those in group J—
with 2,563 manufacturing affiliates consisting of 9,330that cover only those nonbank U.S. affiliates that are
consolidated companiés. majority-owned by foreign direct investors have been
This publication includes the number of nonbankincluded in this publication.
affiliates by State in the following three categories: Most of the concepts and definitions used in reporting
Affiliates with either employment or property, plant, the financial and operating data can be found on the
and equipment (table A-9); affiliates with employmentBE-12 forms or in thénstruction Bookleto the forms
(table G-18); and affiliates with property, plant, andin appendix A. The following discussion focuses on the
equipment (tables D-20 and D-21). The number for @oncepts, definitions, and statistical issues that requir
given State may differ among these tables because somfi@ther explanation or that are not covered in either the
affiliates have both employment and property, plant, anforms or thelnstruction Booklet
equipment in the State, some have only employment,

and some have only property, plant, and equipment. Balance sheets and income statements
In these tables, an affiliate is counted even if it only

has a few employees in the State and even ifthe value @f s, affiliates’ balance sheets and income statement
its property, plant, and equipment is small. For examplegre required to be filed according to U.S. generally ac:
sales offices often account for a substantial portion Of:epted accounting principles (GAAP), and any major
the total count for a State. These offices often haV%hanges in GAAP will affect the affiliate data. As a

fewer than 10 employees and only a nominal amount ofesylt of recent changes in GAAP regarding deferred in.
property, plant, and equipment. The significance of sucome taxes and post-retirement benefits, affiliates hav
small operations in a particular St_ate can be ascertainggzde large one-time adjustments to their earnings; thes
from tables D-20 and G-18, which show the numbengjystments substantially reduced their net income ir
of affiliate; with property, plant, ar_\d equipment and _the1992 from what it otherwise would have been.

number with employment, each disaggregated by size. rqor most affiliates, the income statement includes al

types of income, both ordinary and extraordinary. How-

Financial and Operating Data ever, for some affiliates, such as those in insurance

GAAP requires certain unrealized gains and losses to b

Financial and operating data focus on the overall ope€@'Tied directly to owners’ equity in the balance sheet
ations of U.S. affiliates. Among the items covered by'ather than to be recorded on the income statement.

these data are the following: Balance sheets and incomeUnder GAAP, depreciation and depletion charges are

statements; gross product; sales of goods and servicdied to distribute the cost of an asset over that asset

external financial position; taxes; property, plant, ancestimated useful life. For example, affiliates engagec

equipment; employment and employee compensatiof? €xtracting natural resources report net income afte
the deduction of book depletion—that is, those expense

14. See Bureau of Economic Analysis and Bureau of the CeRsusign representing the periodic chargeoff of the actual cost o
Direct Investment in the United States: Establishment Data for Manu-

facturing, 1991 (Washington, D.C.: U.S. Government Printing Office, natural resources. Tax or percentage depletlon IS NC
1994). deducted.
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Gross product to U.S. persons, sales to members of the foreign par
_ _ _ ent group, sales to foreign affiliates, and sales tc
Gross product is an economic accounting measure Qfther foreigners. For purposes of distributing sales
the production of goods and services. A U.S. affiliate’sjntg goods, services, and investment income, “services
gross product measures the value added by the affilialge defined as activities characteristic of the follow-
and, thus, its contribution to U.S. gross domestic producig industries: The “services” division of the Standard
(GDP). Industrial Classification and BEA’s International Sur-
For a U.S. affiliate, as for any firm, gross productyeys Industry Classification system; petroleum services
can be measured as its gross output (sales or receifffance (except banking); insurance; real estate; agri
and other operating income, plus inventory change) lesgyltural services; mining services; and transportation
its intermediate inputs (purchased goods and servicesjommunication, and public utilities. An affiliate need
Alternatively, it can be measured as the sum of costgot be classified in one of these industries to have sale
incurred (except for intermediate inputs), and profitSof services.
earned, in production. The costs fall into four major |nformation on investment income was collected pri-
categories: Employee compensation, net interest paigarily to ensure that, if factor income was included in
indirect business taxes, and the capital consumption &jpta| sales (or gross operating revenues), it would not b
lowance:> The estimates presented in this publicationinciuded in sales of services. In finance and insurance
were calculated as the sum of costs and profits. affiliates include investment income in sales because |
Estimates of affiliate gross product are generally prejs generated by a primary activity of the affiliate. In
ferred to sales or other measures used to assess th@st other industries, affiliates consider investment in-
economic impact of affiliates on the entire U.S. econcome an incidental revenue source and include it in the

omy as well as on individual industries. Gross producincome statement in an “other income” category rathei
permits more focused analysis of the impact of affiliateghan in sales.

because it measures only the affiliates’ own production,
whereas sales do not distinguish between the affiliate%
own production and production originating elsewhere.

In addition, gross product estimates measure the valul?1 the benchmark survey, affiliates were requested t

"’}ddEd to the economy by affiliates duu_rmg a .Spec'f'c Pe'eport employment as the number of full-time and part-
riod. In contrast, some of the sales in a given perloc{

. . . ime employees on the payroll at the end of fiscal yeal
may represent production from earlier periods. 1992. However, a count taken during the year was ac

cepted if it was a reasonable proxy for the end-of-yeat

Sales of goods and services number. In addition, if employment at the end of the

- year was unusually high or low because of temporary

For nonbank affiliates, the 1992 benchmark survey Coltaciors, such as seasonal variations or a strike, a numb
Igcted affiliates" sales (or gross operatipg revenue_sr)eﬂecting normal operations was requested.

disaggregated into goods, services, and investment in- msioyment is classified both by industry of affiliate

come. Services were further disaggregated into saleg,q py industry of sales. The classification by industry

15. In the U.S. national income and product accounts (NIPA’s), tv\/oOf sales is based on information SuppIIEd by each affili-

measures of depreciation, or capital consumption, are used-eahial ate on employment in the three-digit industries in which
consumption allowancand consumption of fixed capitalThe capital con-  jt had sales.

sumption allowance (CCA) consists of depreciation charges, which are based Dat | t | fi
largely on tax returns, and allowances for accidental damage to fixed cap- ata on employment, employee compensation, ant

ital. Consumption of fixed capital consists of CCA plus an adjustment towages and salaries covering affiliates’ total U.S. oper-
place depreciation on an economic basis that uses economic service live§tions were collected. For nonbank afﬁ”ates, data or

straight-line depreciation, and replacement-cost valuation. . . . _
For U.S. affiliates, the only measure of capital consumption availablethelr total employment and on their mam’IfaCturmg em

from BEA's survey data is the book value of depreciation, reported on aPloyment were also collected by State. Manufacturing
basis consistent with GAAP. Because this measure does not provide f@mployees in a given State Comprise employees on th

replacement-cost valuation, it is termed the “capital consumption allowance’, roll of manuf rin lants in th n molov-
in this publication (see table F-1), although it reflects some of the adjust-pay oo anufactu gpla tsinthe State and e ploy

ments that determine the difference between the NIPA measures of CCA ar@€S N central administrative offices and aUX|I|ary units

consumption of fixed capital. that primarily serve these plants. These data are show
The basis used to measure depreciation has no effect on the value of totgd table G-13.

gross product; any differences between the measures of depreciation, which is . |

a cost of production, have equal and offsetting effects on the profit-type-return FOT manufacturing, three measures of employmen

component. are available from the benchmark survey. The totals

mployment and employee compensation
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of employment under the three measures diff&m-  covering only part of the year—for example, data for an
ployment by manufacturing affiliatgtables G-1, G-3 affiliate that was newly established during the y&ar.

to G-5, G-7, and G-10) consists of employment by

affiliates cIaSS|f|e_c_i in manufactgrlng IF mclude_s all Property, plant, and equipment

employees of affiliates whose primary industry is manu-

facturing, even though the affiliates may have activities|n the benchmark survey, U.S. affiliates were required
and thus employees, in other industries; it exclude$o disaggregate the gross book value of their property
manufacturing employees of affiliates not classified inpjant, and equipment (PPE) by use, both for their total
manufacturing. Nonbank affiliates’ manufacturing em- y.s. operations and for their operations in each State
ployment(table G-13) consists of employees on thea preakdown was obtained for three broad categories—
payroll of manufacturing plants of nonbank affiliates. ppg used for manufacturing, for commercial property,
It includes employees of manufacturing plants of nonand for all other purposes. Manufacturing PPE con-
bank affiliates that are not classified in manUfaCturingsistS of PPE used primar”y for manufacturing, inc|uding
and it excludes employees of nonmanufacturing plantgetroleum refining® Commercial property consists of

of affiliates that are classified in manufacturing. Forthe gross book value of all commercial bu||d|ngs and
comparability with all-U.S. data, this measure is de-gssociated land owned by the affiliate. Commercial
fined to include petroleum refining employees. (Thesgyildings include apartment buildings, office buildings,
employees are excluded from “employment by manunotels, motels, and buildings used for wholesale, re
facturing affiliates” because, under that measure, thepil and services trades (such as shopping center
are considered employees of affiliates classified inecreational facilities, department stores, bank buildings
petroleum, not manufacturingManufacturing employ-  restaurants, public garages, and automobile service st
ment when employees are disaggregated by industry gbns). PPE used for all other purposes includes PPI
sales (tables G-10 to G-12) consists of employmentysed for agriculture; mining; petroleum and natural gas
of affiliates in each three-digit manufacturing industry extraction; transportation, communication, and public

in which they had sales. Unlike nonbank affiliates’ytjlities; and equipment used in commercial buildings.
manufacturing employment, it may include some non-

manufacturing employeée§,but it excludes petroleum
refining employees.

The manufacturing employment data in table G-13rhe concepts and definitions underlying the data col-
give a better indication of the number of manufacturinglected in the benchmark survey on U.S. merchandis
employees in a State than the data in table G—7, whicftade of U.S. affiliates are nearly identical to those usec
shows affiliate employment in each State classified byor the data on total U.S. merchandise trade compilec
industry of affiliate. ~The manufacturing employeespy the Census Bureau. The trade data were particularl
shown in table G-13 are those actually engaged ijificult for affiliates to report, but BEA’s review of the
manufacturing in the State regardless of the industryeported data indicates that most of the data conforn
classification of the affiliate. In table G-7, in Contrast,we” to Census Bureau Concepts and definitions.
all employees of a U.S. affiliate in the State are shown However, because of certain reporting problems, the
in the single industry in which, based on its total U.S.ffiliate trade data are not completely comparable witt
operations, the affiliate is classified, even if some of thene Census Bureau trade data. In the benchmark su
employees are in other industries. vey, U.S. merchandise trade data had to be reported c

Although the data on employment and employee coma “shipped” basis—that is, on the basis of when, where
pensation from the benchmark survey can be used tand to (or by) whom the goods were shipped—in or-
compute compensation per employee and wages amtgr for them to be comparable with official U.S. trade
salaries per employee, the rates so computed may not adata. However, most affiliates keep their books on &
curately reflect the compensation rates normally paid bjcharged” basis—that is, on the basis of when, where
affiliates (and, thus, are not shown in this publication)
The Cor_npUted rates may be distorted by_ the mCIUSIOpates, which do not suffer from these shortcomings and which are available
of part-tlme employment, because a part‘tlme employeﬁom the BEA-Census Bureau link data (deetnote 3.

is counted the same as a full-time employee, or by datals. Manufacturing PPE differs conceptually from the PPE of affiliates clas-

sified in manufacturing, because the PPE of manufacturing affiliates include:

the nonmanufacturing PPE associated with their secondary, nonmanufac

16. See the discussion of affiliate sales and employment classified bturing activities and excludes manufacturing PPE of affiliates classified in
industry of sales in the sectidindustry classification.” nonmanufacturing industries.

U.S. merchandise trade

17. Employee compensation rates are better measured by hourly wag
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and to (or by) whom the goods were charged. AlthougiResearch and development

the two bases are usually the same, differences between

them can be substantial. For example, if a U.S. affiliatehe 1992 benchmark survey collected data on twc
buys goods from country A and sells them to country Btechnology-related items—research and developmer
and if the goods are shipped directly from country A to(R&D) expenditures and the number of employees
country B, the affiliate’s books would show a purchaseengaged in R&D-related activities.

from country A and a sale to country B. If the affili- The data on R&D expenditures were collected on two
ate’s trade data were reported on a charged basis, th@ses: R&Dfundedby the affiliate (whether the R&D
purchase and sale would have appeared as a U.S. iwas performed internally or by others) and R&ier-
port and U.S. export, respectively. However, the goodéormedby the affiliate (whether the R&D was for its
never entered or left the United States, and on a shippe@n use or for use by others). The first basis views

basis, they are not included in either U.S. imports oRR&D from the perspective of costs of production and
U.S. exports. can be used as an indicator of affiliates’ use of tech:

nology. It is consistent with guidelines of the Financial
éccounting Standards Board for accounting for the cost:
of R&D, and it is the only R&D measure collected on
recent benchmark surveys and on the annual survey

) - N SThe performance measure can be used to gauge the tec
ing shipping department invoices rather than accoumm%ological capabilities of affiliates. R&D data on this

records. If BEA determined that the data were reporte%asis have been collected for U.S. affiliates only once
on a charged basis and that these data were likely 18 e

. ; : efore, on the benchmark survey for 1974.
differ materially from data reported on a shipped ba- Data on the number of employees associated with re
sis, it required revised reports to be filed. However, ploy

. earch and development activities were last collected i
some cases of erroneous reporting were probabl n% .
P g P y e 1980 benchmark survey. However, they will now be

identified. collected annually, beginning with the survey for 1993.
In addition, data on trade by U.S. affiliates collected

by BEA are on a fiscal year basis, whereas those on total
U.S. merchandise trade collected by the Census Bureau Direct Investment Position and

are on a calendar year basis. This difference could be a Balance of Payments Data
significant source of honcomparability between the two
sets of data, but the degree of such honcomparability i
unknown.

On the basis of its review, BEA believes most affil-
iates reported on a shipped, rather than on a charge
basis. However, some affiliates had difficulty obtaining

Direct investment position and direct investment balance
of payments data measure the U.S. affiliate’s transac

Additional differences between the BEA trade datations and positions with its foreign parent and other
and those of the Census Bureau may have resulted simembers of its foreign parent group. In contrast, affili-
ply because the data come from different sources: Thgte financial and operating data provide measures of th
BEA data are based on company records, whereas thosgs affiliate’s overall operations, including its transac-
of the Census Bureau are compiled from export andions and positions with persons other than members o
import documents filed by the shipper with the U.S.its foreign parent group. For example, the direct invest-
Customs Service on individual transactions. The timingment position in an affiliate is equal to its foreign parent
valuation, origin or destination, shipper, and producigroup’s equity in, and net outstanding loans to, its U.S.
involved in a given export or import transaction may affiliate; a U.S. affiliate’s total assets, in contrast, are
be recorded differently on company records than orequal to the sum of (1) total owners’ equity in the affil-
customs export and import documents. iate held both by members of the foreign parent grour

In the 1992 benchmark survey, as in the 1980 benctand by all other persons and (2) total liabilities owed
mark survey, imports shipped to affiliates were disagPy the affiliate both to members of the foreign parent
gregated by intended use into three categories: Capitffoup and to all other persofis.
equment, gOOdS for resale without further manufac- 19. To illustrate, suppose that an affiliate is owned 80 percent by its foreigr
ture, and goods for further manufacture. HOWEVEr parent and that the affiliate has total owners' equity of $50 million and total
in the 1987 benchmark survey, capital equipment andkbilities of $100 million, of which $20 million is owed to the parent. In
goods for further manufacture were grouped in “other nhis case, the affiliate’s total assets would be $150 million (total owners’

- equity of $50 million plus total liabilities of $100 million), and the parents’
In the fUture, data on gOOdS for further manufacture W'”position in the affiliate would be $60 million (80 percent of the $50 million

be collected annually. of owners’ equity plus the $20 million of intercompany debt).
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In the benchmark survey, data for the position andhe foreign parent groups’ equity in, and net outstand-
balance of payments items were obtained in parts lling loans to, their U.S. affiliates. The position may be
and IV of the long form and in part 11l of the short form viewed as the foreign parent groups’ contributions to
(see appendix A). For foreign direct investment in thethe total assets of their U.S. affiliates or as financing
United States, the following major items appear in theprovided in the form of equity or debt by foreign parent
U.S. balance of payments accounts: groups to U.S. affiliates.

The direct investment position data presented in this

* Direct investment capital flows, publication are valued at historical cost and are not ad

« Direct investment income, justed to current value. Thus, they largely reflect prices
« Direct investment royalties and license fees, and at the time of investment rather than prices of the cur-
e Other direct investment services. rent period. Because historical cost is the basis used fc

valuation in company accounting records in the United
Two adjustments are made to the balance of paymentsiates, it is the only basis on which companies can repol
data before the data are entered into the U.S. intelyata in BEA's direct investment surveys. It is also the
national accounts. First, two of these items—incomeynly basis on which detailed estimates of the position
and Capital flows—are adjusted to reflect Current'periO%re available by Country, by industry, and by account.
prices. * However, BEA does provide aggregate estimates of th
Second, the data from the benchmark survey are afﬂmsition valued in current-period pricé&s.
justed from a fiscal year basis to a calendar year basis. pjrect equity positions in U.S. affiliates are, by def-
As discussed in the section on fiscal year reporting, the,ition, held only by foreign parents. Foreign parents
direct investment position and balance of payments daigyay also have direct debt positions with U.S. affiliates.
collected in the 1992 benchmark survey are on a fisca}, contrast, other members of the foreign parent group:
year basis. Thus, before the data are incorporated inn have only direct debt—not equity—positions in af-
the U.S. balance of payments accounts and the annugiaes. (Any equity transactions between affiliates and
series on the position, which are on a calendar year bajonparent members of their foreign parent groups ar

sis, they must be adjusted from a fiscal year basis 10 gcorded as portfolio investment rather than as direc
calendar year basis. investment.)

The adjusted data for 1992 will be extrapolated for-

V\;ard igg(;ent;/e uglverse es'lumgtes for” calegdarByEe;rBe broken down into foreign parents’ holdings of capital
after , based on sample data collected in tock in, and other capital contributions to, their U.S.

quarterly surveys for '_[hose years. In adqmon, the .benChéffiIiates and foreign parents’ equity in the retained earn-
mark survey data will be used in revising previously

. : . > 7ings of their U.S. affiliates. Capital stock includes all
published data for 1988-91, 10 incorporate informatio he stock of the affiliates, whether the stock is commor
affecting those years that was obtained in the 199 ’

: . ) r preferred stock or voting or nonvoting stock. Other
benchmark survey (for example, foreign direct InVGSt'capitaI contributions by foreign parents, also referred tc
ments that were made between 1988 and 1991 but thai 'y, “foreign parents’ equity in additional paid-in cap-
were not known by, or reported to, BEA until the 1992 ital,” consist of capital, invested or contributed, that is
benchmark survey).

not included in capital stock, such as the amount paic
_ _ _ L for stock in excess of its par or stated value, the capital:
Foreign direct investment position in the ization of intercompany accounts (conversions of deb
United States to equity) that do not result in the issuance of capital

] ) ) - ] . .stock, and donations. Foreign parents’ equity in retainec
The foreign direct investment position in the United ggmings is the foreign parents’ shares of the cumula
States at historical cost is equal to the net book value Qfye yndistributed earnings of their incorporated U.S.

20. The adjustments are made only at the global level; the data requiredffiliates.
to make them for countries and industries are not available.

The adjustments are accomplished in three steps. First, a capital consump-21. In May 1991, BEA published, for the first time, position estimates
tion adjustment is made to convert depreciation charges from a historical-costeasured at current cost and at market value for foreign direct investmen
basis to a current- (or replacement-) cost basis. Second, earnings are raisadthe United States (and for U.S. direct investment abroad) for 1982-89.
by the amount of charges for the depletion of natural resources, because theBieese estimates are updated each June in an article on the U.S. internatior
charges are not treated as production costs in the NIPA’s. Third, expensésvestment position in the &vey oF CURRENT BusiNEss For a discussion
for mineral exploration and development are reallocated across periods tof concepts and estimating procedures, see J. Steven Landefeld and Ar
ensure that they are written off over their economic lives rather than all aM. Lawson,“Valuation of the U.S. Net International Investment Position,”
once. SurRvEY 71 (May 1991): 40-49.

Foreign parents’ equity in incorporated affiliates can
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Although some unincorporated affiliates could not dis- A foreign parent and its U.S. affiliate may have a
aggregate owners’ equity by type, the data on foreignwo-way relationship—each may have debt and equity
parents’ equity in affiliates by type cover both incorpo-investment in the other. Thus, a foreign parent may
rated and unincorporated affiliates. For unincorporatedhave investment in a U.S. affiliate that, in turn, has
affiliates for which no breakdown of owners’ equity by investment in the parent as a result of the affiliate’s
type was available, parents’ total equity was includedending funds to, or acquiring voting securities or other
in “other” equity. The foreign parents’ share in total equity interest in, the parent. In addition, the other
owners’ equity (not broken down by type) is shown formembers of the foreign parent group and a U.S. affil-
incorporated affiliates and for unincorporated affiliatesate each may have debt investment in the other. Ir
in addenda to the tables. the intercompany debt portion of the position, affiliates’

Foreign parent groups’ net outstanding loans to theireceivables from their foreign parent groups (reverse
U.S. affiliates, also referred to as “U.S. affiliates’ netdebt investment) are netted against affiliates’ payable
intercompany debt payables,” consist of trade account® their foreign parent grougs. Reverse equity in-
and trade notes payable, other current liabilities, angestment by U.S. affiliates in their foreign parents is
long-term debt owed by the affiliates to their foreignindudE‘d in the U.S. portfolio investment position abroad
parents or other members of their foreign parent groupdf the affiliate’s ownership is less than 10 percent or
net of similar items due to the affiliates from their for- in the U.S. direct investment position abroad if the af-
eign parents or other members of their foreign parenfiliate’s ownership in its foreign parent is 10 percent
groups. or more?

Intercompany debt includes the value of capital leases The direct investment position at the end of the yeatr
and of operating leases of more than 1 year betweeis equal to the position at the end of the previous
U.S. affiliates and their foreign parent groups. The valugear plus the change in the position during the year
of property so leased to a U.S. affiliate by its foreignThe change during the year is the sum of direct in-
parent group is included in affiliates’ payables, and thevestment capital flows (defined below) and valuation
value of property leased by a U.S. affiliate to the for-adjustments. Valuation adjustments are broadly de
eign parent group is included in affiliates’ receivablesfined to include all changes in the position other than
Under a capital lease, it is anticipated that title to thecapital flows. They primarily reflect differences be-
leased property will be transferred to the lessee at theveen transactions values, which are used to recor
termination of the lease—similar to an installment saledirect investment capital flows, and the book values
Operating leases have a term significantly shorter thaon U.S. affiliates’ books, which are used to record
the expected useful life of the tangible property beingthe position and, hence, changes in the position. Fo
leased, and the leased property is usually returned to tlexample, valuation adjustments include differences be
lessor at the termination of the lease. For capital leasesween the sale value and book value of affiliates tha
the value of the leased property is calculated accordingre sold by foreign parents and differences betweel
to GAAP; under GAAP, the lessee records either theéhe purchase price and the book value of affiliates tha
present value of the future lease payments or the faisire acquired by foreign parerits. Valuation adjust-
market value, whichever is lower, and the lessor recordsments also include capital gains and losses and currenc
the sum of all future lease receipts. For operating leasaganslation adjustments.
of more than 1 year, the value is the original cost of the

leased property less accumulated depreciation. -
For U.S. affiliat that d it instituti th 22. In the extremely rare case in which a U.S. affiliate and its foreign parent
. or T armhiates a are_ epo_SI ory |n§ ltutions, eown 10 percent or more of each other, a U.S. affiliate’s debt investment in
direct investment position is defined to include onlythe foreign parent group is not netted against the group’s debt investmer

their foreign parent groups’ permanent equity and debin it. In order to avoid double-counting, the foreign parent group’s debt

; ; © cimi ; ; investment in the affiliate is included in the foreign direct investment position
investment in them; S|m|IarIy, the direct InVeStmemin the United States, and the affiliate’s debt investment in the foreign paren

flows that enter the U.S. balance of payments accountgoup is included in the U.S. direct investment position abroad.
for these affiliates include only transactions related to 23. Before 1974, BEA netted all reverse equity investments. In some in-
such permanent investment. All other transactions antfa"ces: this practice resulted in double-counting among the various accoun
.. . . . .. of the international investment position of the United States and in the cap:
posmons—malnly claims and liabilities arising from the ital accounts of the U.S. balance of payments. For this reason, the currer

parents’ and affiliates’ normal banking business—areeatment for reverse equity investments was adopted in 1974.
excluded from the direct investment accounts and in- 24. For the current-price estimates of the foreign direct investment posi-
. . . . . tion entered in the U.S. international investment position, the corresponding
cluded with other bankmg claims and liabilities in the adjustments would reflect differences between the transactions values ar

portfolio investment accounts. estimateccurrent values of the affiliates.
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Direct investment capital inflows Earnings enter into direct investment income becaus:
they are income to the foreign parent, whether they ar
Direct investment capital inflows consist of equity capi-reinvested in the affiliate or remitted to the parént.
tal inflows, reinvested earnings, and intercompany dehbtjowever, because reinvested earnings are not actual
inflows. This section first defines these Components anﬁlansferred to the foreign parent but increase the parent’
then discusses coverage, measurement, and presentatigliestment in its affiliate, an entry that is equal to that
of direct investment capital inflows. made in the direct investment income account but tha
has the opposite sign is made in the direct investmer
capital account.
For incorporated U.S. affiliates, distributed earnings
re dividends on common and preferred stock held by

Equity capital inflows—Equity capital inflows are net
increases in foreign parents’ equity in their U.S. affil-
iates; equity capital outflows (decreases in equity) are

netted against equity capital inflows (increases in equity)” ™ . o .
to derive the net inflow. Equity capital inflows exclude oreign parents. [.)IS'[I’IbutIO'n'S can be paid out of cur-
ent or past earnings. Dividends exclude stock anc

changes in equity that result from the reinvestment Of' idating dividends. Stock dividends are excluded be-

. : iqu
earnings, which are recorded as a separate componer% o : .

. . N cause they are a capitalization of retained earnings—
of direct investment capital inflows.

Equity capital inflows to U.S. affiliates result from for- substitution of one type of equity (capital stock) for

. : o another (retained earnings); they reduce the amount c
eign parents’ establishment of new U.S. affiliates, from ( gs) y

their initial acauisition of 10-bercent-or-more ownershi retained earnings available for distribution but leave to-
. ! acquis P : Pial owners’ equity unchanged. Thus, stock dividends
interests in existing U.S. business enterprises, from the] 0 not give rise to entries in the balance of payment:
3CgUIS|ﬁnic|Jint0f ad?]glc;?arlnownei{srlp '::ﬁgefitsnm fx'tsr:”}?accoun@? Liquidating dividends are excluded because
U-S. :ﬁili:tgs& a om capital co utions 1o he they.are a'ret'urn_of ca.lp.ital rather than a remittance o]
-E. ) y | f It f lquidat ¢ earnings (liquidating dividends are included instead a¢
U Squr%{rcaplte} outilows Iresut Iroml |qu:c ations ﬁ_ outflows in the direct investment equity capital account).
- a ”‘T"tea' Sron;ﬂpartla orJofta sahes 0 owne;rs 'PEor unincorporated affiliates, distributed earnings are
!nterests_m 2. d ||aftes, and from the return_o Calo'earnings distributed to foreign parents out of current or
ital contributions. Equity capital outflows also include past earnings
liquidating dividends, which are a retum of capital to Distributed earnings, like total earnings, are based ol

forelgr_w parer_lts._ _ the books of the U.S. affiliate. Because they are or
Equity capital inflows are recorded at transactions val-

| i | be obiai gﬂeaccrual basis, they are reported as of the date th
ues. In most cases, transacthns values may be o tain y are either paid to foreign parents or entered intc
from the books of the U.S. affiliates. However, in some,

h h forei h |Htercompany accounts with the foreign parents. Dis-
cases, such as when a foreign parent pUrchases or s, iaq earnings are included whether they are paid ir
capital stock in the affiliate from or to an unaffiliated

cash, through debt creation, or in kind.
third party, the transactions value may be obtained only g

from the parent’s books. In addition, transactions valintercompany debt inflows—Intercompany debt in-
ues on foreign parents’ books reflect the actual cost dlows consist of the increase in U.S. affiliates’ net
ownership interests in affiliates that are acquired or soléhtercompany debt payables to their foreign parent
by foreign parents, including any premium or discount;groups during the year. The increase for a given perioc
such values may differ from the book values recordeds derived by subtracting the net outstanding intercom-
on the affiliates’ books. pany debt balance (that is, affiliate payables less affiliat:
] ) ) ) receivables) at the end of the previous period from the
Reinvested earnings-Reinvested earnings of U.S. af- ot gytstanding balance at the end of the current perioc
filiates are earnings less dlst.rlbuted earnings. Earnlngs When a member of a foreign parent group lends fund:
are fore_lgn parents’ shar_e_s in the net Income of the'fo a U.S. affiliate, the balance of the affiliate’s payables
U.S._afflllates after provision for U.S. income taxes'(amounts owed) to the foreign parent group increases
Earnings are from the books of the U.S. affiliate. Afor'subsequently, when the affiliate repays the principa

eign parent’s share in earnings is based on its directl&wed to a member of the foreign parent group, the bal
held equity interest in the U.S. affiliate. The earnings

and reinvested earnings estimates in this publication are2s. See in next sectiotbirect investment income.”

not adjusted to reflect current—period prices because the26. “Stock dividends” are used here to refer to essentially the same concej
. . . as,is discussed in the IMManual (seefootnote § under the heading of

source data needed to adJUSt the estimates by deta”%nus shares.” BEA has retained its terminology because it conforms tc

country and industry are not available. what U.S. firms understand by the term “stock dividend.”



FDIUS: 1992 BENCHMARK SURVEY, FINAL RESULTS M-21

ance of the affiliate’s payables to the group is reducedchases additional capital stock in a U.S. affiliate from
Similarly, when a member of the foreign parent groupanother foreign person, the foreign parent’'s ownershi
borrows funds from a U.S. affiliate, the balance of theinterest in the U.S. affiliate will increase, but no equity
affiliate’s receivables (amounts due) from the group in-capital inflow is recorded, because the transaction occur
creases; subsequently, when the member of the grougntirely outside the United States. In addition, there is
repays the principal owed to the affiliate, the balance oho net increase in foreign claims on the United States
the affiliate’s receivables from the group is reduced. instead, the foreign parent's claims have merely beer

Increases in affiliates’ payables to, or reductions irsubstituted for the claims of the other foreign person.
affiliates’ receivables from, their foreign parent groups However, if the foreign parent's original interest
give rise to inflows on intercompany debt accounts. Intepresented only a portfolio (less-than-10-percent) in-
creases in affiliates’ receivables from, or reductions irvestment interest and if, as a result of the purchase ©
affiliates’ payables to, their foreign parent groups givean additional interest, the combined interests qualify a:
rise to outflows. a direct investment, a direct investment capital inflow

Not all intercompany debt transactions reflect actuafnd offsetting portfolio investment capital outflow are
flows of funds. For example, when distributed earningsfécorded to change the status of the original interest
interest, or royalties and license fees from a U.S. affili-Similarly, if a foreign parent's interest in an affiliate falls
ate accrue to a foreign parent group, the full amount i$elow 10 percent, a direct investment capital outflow
included as an income or royalty and license fee payis recorded to extinguish the direct investment interest
ment (an outflow) on foreign direct investment in the@nd an offsetting portfolio investment capital inflow is
United States. If all or part of that amount is not actu-recorded for the new portfolio interest.
ally transferred to the foreign parent group, the amount In cases of reverse investment, treatment of re:
not transferred is entered into intercompany accounts arse equity capital and intercompany debt flows is the
an increase in the U.S. affiliate’s payables to its foreigrfame as that for the analogous accounts in the direc
parent group (an inflow). investment position.

The net change in intercompany debt includes changes EQuity capital and intercompany debt inflows can be
in the value of capital leases and operating leases ¢fisaggregated into several subaccounts. Equity capit:
more than 1 year between foreign parent groups aniflows, which are rec_orded asa net a_mount, can be dis
their U.S. affiliates. When property is leased by a U.s2dgregated to show increases in equity separately fror
affiliate from its foreign parent group, the value of thed€creases. Intercompany debt inflows are disaggregatc
leased property is recorded as an intercompany debt if° show flows resulting from changes in U.S. affiliates’
flow because it increases the affiliate’s payables. ThBayables separately from flows resulting from change:
subsequent payment of principal on a capital lease, or df U.S. affiliates’ receivables. Certain tran_sactlons may
depreciation on an operating lease, is a return of capitdi{féct two or more of these subaccounts simultaneousl
and is recorded as an intercompany debt outflow peand by exactly offsettm_g amounts. Such transaction:s
cause it reduces the affiliate’s payables. When propert§'® “grossed up”; that is, the inflows and the offset-
is leased by a U.S. affiliate to its foreign parent grouping outflows are recorded in the affected subacc_ounts
the flows recorded are the reverse of the preceding. rather than being netted to zero and not recorded in an

subaccount. However, because such gross flows are of
Coverage, measurement, and presentatierAll inter- setting, they have no effect on net capital inflows. For
company debt flows result from transactions betwee®@xample, the capitalization of intercompany debt, which
foreign parent groups and U.S. affiliates. Equity capitabives rise to an intercompany debt outflow and an off-
flows, however, may result from transactions betweersetting equity capital inflow, results in gross, but not
foreign parents and either the U.S. affiliate or unaffili-net, flows.
ated U.S. persons. An example of an equity capital flow
resulting from a transaction between a foreign parenpirect investment income
and an unaffiliated U.S. person is the parent’s purchase
of an affiliate’s capital stock from such a person. Direct investment income is the return on the foreign

Direct investment capital inflows exclude transactionglirect investment position in the United States; that is,
among members of a foreign parent group or betweeit is the foreign parents’ return on their debt and equity
the members of the group and other foreigners, becau , _ . .

. . . 27. If this exchange involves more than one country, offsetting valuation
forelgn-to-forelgn transactions are not U.S. balance Ogdjustments are made to the direct investment position, reducing the positio
payments transactions. Thus, if a foreign parent puref the seller's country and increasing the position of the purchaser's country
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Table 8.—Direct Investment Income and Its Components  foreign and U.S. withholding taxes on interest. In June

[Millions of dollars] 1992, direct investment income was redefined to be
. before deduction, or gross, of all withholding taxes.
B atbuted Sarmings Rkt The new treatment views withholding taxes as be-

IntaanyeSted EAMINGS v 1%7%  ing levied upon the recipient of the distributed earnings
U.S. affiliates’ t 9,465 H H H
U'S, affiliates’ receipts. 2792 or interest and thu§ as bglng paid across borders, eve
g Tt0] o 1= USRS 133 thOUgh, as an admlnlstratlve Convenlence, the taxes al

tually were paid by the affiliate whose disbursements

. . : - gave rise to them. Thus, U.S. withholding taxes on dis-
Eéﬁgfsn:):‘nﬂie;gyegﬁa::éﬁ[sgprlofptsheorrwe:ﬁ;?r (:jfeol:P?r{Eributed earnings and on interest received by the foreigt
vestment in U.S. affiliates. Direct investment incomeIoarent are recorded as if they were paid by the foreigr

consists of earnings (that is, foreign parents’ share ilﬁarent, not by the U.S. affiiate. Similarly, foreign with-
. . . Iding tax n inter men he foreign paren
the net income of their U.S. affiliates) plus interest on olding taxes on interest payments by the foreign pare

intercomoan nts of U.S. affiliat i their f are recorded as if they were paid by the U.S. affiliate,
Intercompany accounts of L.>. altiiates wi &Ir 1or- ot by the foreign parent. Counterentries for these taxe
eign parent groups (where interest is defined as intere

3le made in the U.S. balance of payments accounts ul

. ; . : NCHer unilateral transfers. This change in methodology is
of interest received by U.S. affiliates from their foreign in line with the new international guidelines for compil-

parent groups). Earnings are the foreign parents’ returﬁl\g balance of payments accounts contained in the IMF
on their equity investment, and interest is the foreignBalance of Payments Manu@eefootnote 5

pa[r)e_zntst returrl on t:\glr debt |.nvestm¢fn('; inU.S. aﬁlléate[:)g. BEA collects data on withholding taxes on distributed
rect INvestment INCome 1S Teported as acerued. Ul amings on its quarterly surveys of foreign direct in-

rect invgstmen_t income and earnings exglude CUITeNCY astment in the United States, but withholding taxes
translation adjustment_s an_d other ca}pltal gains angn interest, royalties and license fees, and other pri
losses.Table 8shows direct investment income and thevate services are collected only in benchmark surveys

relationship among its components for all U.S. aﬁ”iates\NithhoIding taxes on these items must be estimated fo
from the 1992 benchmark survey. _ nonbenchmark years; the estimates are prepared, al
Several changes have recently been made in thge shown in the U.S. balance of payments accounts

_definition of direct investment income and €arm-only on a global basis, not disaggregated by country o
ings. The changes concern the treatment of capit dustry.

gains and losses, currency-translation adjustments, andlnterest is recorded on a net basis, as interest paid ¢

withholding taxes. . credited to foreign parents and other members of the
~In June 1990, BEA began to exclude from directy,eign parent groups on debt owed to them by U.S. af
investment income and earnings currency-translatiojiates less interest received from or credited by foreign
adjustments—that is, gains and losses that arise becausgrents and other members of the foreign parent groug
of changes, between accounting periods, in exchangs, gent owed by them to U.S. affiliat&s.Interest re-
rates applied in translating affiliates’ forelgn-currency-ceiptS are netted against interest payments because
denominated assets and liabilities into dollars. In 1992, intercompany debt component of the direct invest
BEA began excluding all other capital gains and lossesy,ant position, debt owed by foreign parent groups to
whether or not such gains and losses are included in ngf 5 sffiliates is netted against debt owed by U.S. affil-
income for income statement purposes. These chang@ges to foreign parent groups. Like other component
were made in order to make income and earnings COIest girect investment income, interest is reported as ac
spond more closely to the current operating performancgy ey |t includes interest paid through debt creation o
of affiliates, as recommended by international guidelines, kind. as well as interest paid in cash.
for the compilation of balar?ce of payments agcount;. Interest includes net interest payments on capita
BEA has also changed its treatment of withholdingjeases hetween U.S. affiliates and their foreign parer
taxes:” Previously, direct investment income had beery,q 55 hecause the outstanding capitalized value of suc

measured after the deduction, or net, of U.S. withholdyg,ges is included in the intercompany debt componer
ing taxes on distributed earnings received by foreigny the direct investment position.
parents from their affiliates and after the deduction of

29. For U.S. affiliates that are depository institutions (commercial banks,
28. Withholding taxes are taxes withheld by governments on income owsavings and loan institutions, and credit unions), interest includes only ne
other funds that are distributed or remitted. payments on permanently invested debt capital.
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Direct investment royalties and license fees In June 1992, BEA also began recording U.S. affil-
iate receipts for other private services as U.S. export

Direct investment royalties and license fees consist obf services in the balance of payments accounts. Prev

payments by U.S. affiliates to, and receipts by U.S. afeusly, these receipts were recorded as deductions froi

filiates from, their foreign parents and other members ofJ.S. services imports.

the foreign parent groups of fees for the use or sale of | _ _

intangible property or rights, such as patents, industriap€"Vice charges—Service charges consist of fees for

processes, trademarks, copyrights, franchises, desigr%?rwces—such as management, professional, or techr

know-how, formulas, techniques, manufacturing rightscal services—rendered between U.S. affiliates and the

and other intangible assets or proprietary rights. foreign parents or other members of their foreign par-

Like income, royalties and license fees were rede-ent groups. The service charges may repres_ent sales
fined in June 1992 to be measured before the deductioR. v o> °F rel_mbursements. Sales OT Services are 1
or gross, of U.S. and foreign withholding taxes Pre_célpts for services rendered that are included in sale
viously :[hey Had been presented in the U.S. k.)alancor gross operating revenues in the _income sf[atement.c
of payr’nents accounts after the deduction, or net o‘%e seller. Normally, recelpj[s are mcl_uded n s_a_les i
withholding taxes. In 1992, withholding taxés on b(;ththe performance of the service 'S a primary activity of
payments and receipts of royalties and license fees wertge ent_erpnge. (For_ example, if a U.S. manz_;lgement
relatively small—$46 million out of gross payments of consulting firm provides management-consulting serv.

$2,980 million and $5 million out of gross receipts of ices to its foreign parent or foreign parent group, the
$6’16 million resulting revenues are included in its sales.)

) - Reimbursements are receipts for services rendered th
In June 1992, BEA began recording U.S. affiliates’ P

. ¢ i it : U.S @re normally included in “other income” rather than in
receipts of royalties and license fees as U.S. eXports Qlyjeg in the income statement of the provider of the

services in the b_alance of payments_accounts. _I_Drevgervice. Typically, the performance of the service is
ously, these recelpt_s were ne_tted against U.S. affiliate ot a primary activity of the enterprise; however, the
payments of royalties and I|cen_se fees’ and_ the Nervice may facilitate or support the conduct of the en-
amount was shown as U.S. services Imports; in Gﬁfecrt’erprise’s primary activities. (For example, if a foreign
the receipts were deducted from imports rather tha'?nanufacturer provides management services to its U.S
added to exports. manufacturing affiliate, the associated charges normall

Payments and receipts of royalties and license fees a{gould be recorded in its income statement under “othel
based on the bOOkS Of U.S. aﬁiliates and are reportemcome” and reported to BEA as a reimbursement_)
as accrued. When funds are not actually transferred, Reimpursements may be allocated expenses or dire
offsetting entries are made in the intercompany debgharges for the services rendered. Allocated expense
account. are overhead expenses that are apportioned among t
various divisions or parts of an enterprise. An example
would be research and development assessments on t
U.S. affiliate by its foreign parent for R&D the parent
&erforms and shares with its affiliate.

Other direct investment services

Transactions in other direct investment services consi
of payments by U.S. affiliates to, and receipts by U.SCharges for the use of tangible property-Charges for
affiliates from, their foreign parents or other members othe use of tangible property include total lease payment
their foreign parent groups of service charges, of chargagnder operating leases of 1 year or less and net rer
for the use of tangible property, and for film and televi-on operating leases of more than 1 year. From the
sion tape rentals. Payments and receipts are reported j@gsors’ viewpoint, total lease payments for operating
accrued and are based on the books of U.S. affiliates.leases consist of two components: (1) Net rent, whict
In June 1992, payments and receipts of other direatovers interest, administrative expenses, and profit, an
investment services, which had been recorded in th€) depreciation, which is a return of capital.
U.S. balance of payments accounts after the deduction, For operating leases of more than 1 year, net ren
or net, of withholding taxes, began to be recorded gross included in “other direct investment services,” and
of withholding taxes. In 1992, withholding taxes on depreciation is included as an intercompany debt flown
other direct investment services were very small—onlyin the direct investment capital account. For operat-
$2 million on gross payments of $3,898 million and lessing leases of 1 year or less, total lease payments—bot
than $1 million on gross receipts of $6,394 million.  net rent and depreciation—are included in “other direct
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investment services.” Because the value of propertyeceive from, foreign parents or other members of the
leased to or from foreigners for 1 year or less is excludedoreign parent groups for the sale or use of film and tele-
from U.S. merchandise exports and imports in the U.Svision tapes. Except for mass-produced films and tape:s
balance of payments accounts, no export or import tsuch as prerecorded video cassettes (which are record
or from the foreign parent groups by U.S. affiliates isin merchandise trade), such film and television tapes ar
recorded in the merchandise trade account; thus, theteeated as if they were being rented rather than solc
is no subsequent return of capital to or from the foreigrand payments for the tapes are considered payments f
parent groups in the form of depreciation to be recordedervices rather than payments for merchandise. Thi
in the direct investment capital account. Such deprecitreatment is used because the value of the tapes
ation is instead considered part of rentals—a paymerderived mostly from the services—entertainment, edu-
for services rendered by, rather than a return of capitatation, and so on—that they provide, not from the value
to, the foreign parent groups. of the media on which they are recorded. Thus, the
cost of the film and television tapes is excluded from

Film and television tape rentals—Film and television  ; g merchandise trade and is included instead in “othe
tape rentals are rentals that U.S. affiliates pay to, Ofjirect investment services.”
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