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Dear Mr. Chairman: 
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I am transmitting herewith 25 copies of the report of 
the Tariff Commission's study of the implications of multinational 
firms on the patterns of world trade and investment and on United 
States trade and labor. The Commission made the study pursuant to 
letters from you and Senator Russell B. Long, Chairman, Senate 
Finance Committee, dated April 21, 1971. I am also transmitting 
a copy of the report to Senator Long. 

This study is the first undertaken by the United States 
Tariff Commission on U.S.-based multinational corporations (MNCs) 
and their implications respecting the international trade, and 
related matters, of the United States. The study is comprised of 
eight chapters printed in three volumes. Volume I, or Chapter I, 
is a summary of the study. Volume II incorporates Chapters II through 
V which cover such subjects as the implications of the .MNCs on the 
balance of payments of the United States and selected host countries, 
and their effects on world trade, investment and international finance. 
Volume III, which embraces Chapters VI through VIII, covers the impli
cations of such concerns on technology transfers, labor, and certain 
aspects of the legal issues involved in their operations. 

The rapid growth of the multinational corporations and their 
pervasive influence on many aspects of world trade since the end of 
World War II has had a profound influence upon the economy of the 
United States and other countries, and accordingly poses many politi
cal, legal, economic, and social issues of considerable importance. 
While the study endeavors to treat with many of these issues, a 
full, definitive, and comprehensive evaluation of all of the rami
fications involved has, understandably, not been completely possible. 
A major factor, of course, as in any study of this magnitude and 
complexity, has been the limitation of resources, including partic
ularly the type and quality of available research materials. Inas
much as most of the limitations are commented upon in the individual 
chapters, they need be discussed here only briefly in general terms. 
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As indicated in the Introduction, or Chapter II, of the 
study, extensive use of a variety of research materials was made. 
However, the primary data were obtained from the Bureau of Economic 
Analysis of the U..S. Department of Commerce. Although this study 
could not have been undertaken without these data, which are yet to 
be fully exploited for the purpose, they do impose significant limi
tations both with respect to their nature and the scope of the ana
lytical uses that can be made of them. 

In particular, it is to be observed that much of the data 
obtained from the BEA was from a special census taken of the opera
tions of MNCs for the calendar year 1966. The results of that special 
census were in turn supplemented by a sample survey of the operations 
of the MNCs for the calendar year 1970, necessitating a complex pro
cedure of both matching data in the two surveys as well as expanding 
the 1970 sample in an effort to provide comparability for the two 
years. The technique employed, while permitting considerable ana
lysis not heretofore possible, had certain obvious disadvantages. 
The 1966 census embraced all known U.S.-based MNCs, covering some 
3,400 U.S. parent-companies and about 23,000 foreign affiliates. 
On the other hand, data relating to the 1970 operations of the MNCs 
were estimated. on the basis of a sample survey of some 298 U.S. 
parent companies with about 5,200 foreign affiliates. In addition, 
certain significant data respecting foreign affiliates in which 
U.S. concerns held less than a majority interest were unavailable, 
as were certain substantive data on the operations of subsidiary 
concerns of the foreign affiliates of U.S.-based MNCs. A notable 
gap relates to the lack of data respecting the imports of the for
eign affiliates of U.S. concerns from third countries • 

. In addition, certain other disadvantages were inherent 
under the circumstances. The practical necessity of having to use 
data already available, rather than collecting original source 
materials tailored to the specific needs or requirements for the 
study at hand, imposed unfortunate limitations on both the scope 
and depth of the analysis. Comparisons based on two bench-mark 
years--in this case 1966 and 1970--are essentially static and pre
vent effective perception of possible shif.ts in trends or of other 
dynamic characteristics of the operations of the MNCs during the 
short 4-year period in question. 1/ 

1/ In this connection, it is important to note that the activities 
. of the MNCs, which have been pronounced in the relatively short span 
of years since the end of World War II, are known to have accelerated 
sharply in the 1960's, and more comprehensive current data could con
ceivably show they are now experiencing different behavior patterns. 
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_Further, the difficulties imposed by the procedures in
volved in. the use of an unlike data base for the two bench-mark years 
were. increased by the failure of the respondents to answer fully with 
respect to certain key data. In turn, these difficulties were magni
fied for the reason that such data were reported to the BEA in con~ 
fidence and, to prevent unauthorized disclosure, were released to 
the Commission in many cases only in the form of incomplete aggregated 
estimates~ 1/ 

Notwithstanding these problems, the study is, as noted, 
based upon a wealth of information not heretofore available and pre
sents insights into the significance and nature of the operations of 
MNCs that would not otherwise have been possible. Clearly, however, 
from the standpoint-of the subject's economic, and possible legis
lative significance., there is margin for considerably more sub st anti ve 
research into an area of such magnitude and complexity. 

The Commission understands that the Committee plans to pub
lish the report. We would appreciate being advised when the Commis
sion may release it. 

Enclosures 

yours, 

Catherine Bedell 
Chairman 

1/ Data on 1970 employment by the MNCs, for example, were lacking or 
only partially available for about 600 of the foreign affiliates and 
for about 300 of their parents. in the sample; about a third of the total 
data reported in 1970 was subject to disclosure considerations which 
necessitated numerous estimations. · 



PREFACE 

This presentation of the results of the Tariff Commission's 

study on multinational firms consists of three volumes. Volume 

One contains a brief statement of the principal findings of the 

study, followed by a series of summaries of each of the study's 

eight chapters. These summaries present the findings in somewhat 

more detail, along with descriptions of some of the supporting 

evidence. At the end of each paragraph in these summaries will 

be found (in parentheses) a notation of the pages in the main 

texts of the chapters where full discussion of the paragraph's 

subject matter appears. The texts themselves are bound in 

Volumes Two (chapters I through V) and Three (chapters VI 

through VIII). 

The present version of the text is identical with that 

originally published in one volume, except for the inclusion of 

editorial corrections. 
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SUMMARY OF THE FINDINGS OF 
THE STUDY 

The basic frame of reference for this study is inherent in its 

title, as transmitted to the Commission from the Subcommittee on Inter-

national Trade, Committee on Finance, U.S. Senate. The Commission was 

asked to study "The Implications of Multinational Firms for World Trade 

and Investment and for U.S. Trade and Labor." Therefore, the research 

has centered on how the MNCs impact upon world trade, world investment, 

U.S. trade, and U.S. labor. The ·research included certain other topics 

which expand but do not fundamentally alter the study. Among these 

were: 

(1) An extension of the focus on 11tradeu alone, to a considera
tion of the impact of the MNCs on the balance of payments as 
a whole; 

(2) A study of the MNCst role in the international monetary 
system; 

(3) An examination of how the MNCs may have affected flows of 
technology between the United States and other countries; 

(4) A look at some of the legal implications of multinational 
business. 

The conclusions emergent from the research are stated below. 

The Impact of U.S.-based Multinational Firms on World Trade 

The U.S.-based MNCs are important in world trade, but they do not 

dominate it, because the bulk of their foreign output--especially in 

manufacturing industries, the most dynamic sectors of MNC expansion--

is sold locally in the countries where it is produced. The MNCs (both 

parents and affiliates) account for about a quarter of world exports 

of all commodities and about a fi~h of world exports.of manufactured 
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·goods. The MNCs' worldwide exports, notably their exports of manufac

tured goods, are growing faster than those of the world as a whole-

but the growth of MNC-related trade, at least in the 1966-70 period 

covered in this study, has not been fast enough to produce more than 

marginal changes in the MNCs' ·shares of the world trade aggregates. 

The Impact of Multinational Firms on World Investment 

United States-based direct investors exert a significant influence 

on the rates and patterns of fixed capital formation in many host coun

tries. This influence is strongest in the manufacturing industries of 

the Industrial West; in some countries, many of the most important of 

these industries depend in fact on capital formation by U.S. o-wners as 

a principal source of growth and dynamism. 

U.S. direct investors in manufacturing spent a tot&.l of $6.5 bil

lion on new plant and equipment abroad in 1970, over 42 percent more 

than in 1966. In six countries--the United Kingdom, France, West 

Germany, Belgium-Luxembourg, Mexico, and Brazil--which account for 

almost half of the worldwide total, the MNCs 1 capital spending in man

ufacturing rose even faster, by roughly 65 percent. Worldwide, only 

three industries--chemicals, machinery, and transportation equipment 

(mainly automotive products)--account for two-thirds of total invest

ment outlays by affiliates of U.S. firms. Broadly speaking, the pat

terns of foreign direct investment by U.S. firms, viewed across the 

different branches of manufacturigg, tend rather closely to follow 

their patterns of investment in the United States. 

The addition of Canada to the six countries mentioned ih the 
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preced1ng paragraph fills out the basic seven-country sample for 

which detailed analysis has been conducted in several parts of this 

study. In 1970, the U.S.-based MNCs accounted for 13 percent of all 

capital spending in manufacturing in these countries. In the indus

trial ''backbone" sectors--metals, machinery, and transportation equip

ment--the proportion is ~onsiderably higher, at 22 percent. In 

machinery alone, it is even higher. Thus, with capital spending at 

these rates, the MNCs have an important role to play in determining 

both tne sizes and patterns of capital outlays in these countries. 

With the exception of West Germany--where the MNCsl plants are 

roughly as efficient as local plants--U.S. investment in manufacturing 

generally is much more productive than is new capital put in place by 

local firms. The .Americans have a considerable asset in their ability 

to allocate capital flexibly, concentrating mainly on the fast-growing, 

dynamic sectors of manufacturing, where productivity ratios are higher 

than in the rest of manufacturing. This helps to inflate the impact 

of U.S. investors on the buoyancy of the industries in which they 

place most of their investments. 

The foreign affiliates of U.S. firms are largely independent of 

their parent enterprises for financing. Most of their financial life 

is conducted abroad, and net flows of funds between parents and affili

ates are but a small piece of an enormous volume of moving funds. 

The Impact of Multinational Firms on U.S. Trade 

Do the MNCs displace domestic production by importing more from 

their affiliates, and do they hamper U.S. exports by ¥sing affiliate 
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output to se~ve foreign markets? 

Viewing aggregate U.S. exports and imports across a spectrum of 

29 manufacturing industries, there is a fairly close association be

tween levels of foreign investment and levels of U.S. exports--that is, 

the industries which are the larger dir~ct investors abroad also tend 

to be the generators of the larger amounts of U.S. industrial exports, 

and vice versa for the less important foreign investors. Similar 

associations also appear between foreign investment levels and U.S. 

imports, but they are weaker. These aggregate results appear along 

with strong associations between overseas investment levels and both 

MNC-related exports and MNC-related imports. The reason for the 

stronger association on the export side in aggregate trade lies in the 

MNCs' 62 percent share of total U.S. exports of manufactured goods, 

which contrasts favorably with their 34 percent share of imports of 

manufactures. 

The foregoing evidence suggests that the MNCs play a larger role 

as exporters than as importers. But the evidence relates only to the 

levels of trade. It also is necessary to identify the influence of 

the MNCs on recent changes in U.S. trade, and to ascertain whether this 

influence .is adverse for the U.S. trade balance. 

The problem of isolating and measuring the MNCs' impact on changes 

in trade levels (new exports and new imports) is difficult. There is 

no identifiable association between the extent to which foreign invest

ment activity is strong in an industry and the extent to which either 

(a) that industry has experienced greater import penetration of its 
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domestic markets, or (b) the ratio between the industry's aggregate 

imports and exports has changed. 

The MNCs could be affecting changes in U.S. exports and imports 

in either or both of two ways: (1) through their "direct" effect, which 

shoUld be observable in their own export and import performance, in 

shipments from and to th~ United States; and (2) through their "indir

ect". effect, which is the substitution o:f foreign affiliates' production 

for U.S. exports in foreign markets. Industry-by-industry estimates of 

the direct effects suggest that the MNCs' performance has been highly 

favorable. From 1966 through 1970, they generated $3.4 billion more in 

new exports than in new imports, whereas non-MNC firms in manufacturing 

produced $3.6 billion more in new imports than new exports. Similar 

estimates for the indirect effects indicate a net gain in new U.S. 

exports of $400 million over the same period. 

Taking the direct and indirect effects together, there were six

teen industries in which net increases of U.S. exports in the amount 

of $7.3 billion appeared; there were eight industries in which net 

decreases (or net new imports) totalling $3.4 billion appeared--the 

total sample size having been reduced from 29 to 24 industries because 

of unavoidable combinations of industries in the course of the analy

sis. The overall result for all manufacturing, therefore, shows the 

MNCs' impact on changes in U.S. trade from 1966 through 1970 to have 

been favorable by $2.9 billion in net new exports. 

This "net" estimate, however, is built up from results for indiv

idual industries which vary very widely. In the figures for combined 

direct and indirect effects, the results range from a positive impact 
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(net new expqrts) of $1.4 billion to a negative one of $1.9 billion. 

The performances of the remaining 22 industries are widely spread 

between these two extremes. The essential result of the analysis, 

therefore, is the highlighting of these wide variances in performance. 

There is no "rule" about trade performance which governs all indus-

tries. Each industry's record must be considered separately from the 

records of the others and the deeper the level of disaggregation, the 

more accurate the results. 

The Impact of Multination Firms on U.S. Labor 

The main question here is whether the spread of multinational busi-

ness has reduced employment in the United States. This question cannot 

be answered conclusively, because both the analysis and the answer must 

depend on crucial assumptions about: 

(a) How much of the MNCs' investment abroad was made to pre
empt foreign markets. that would have been lost to foreign 
competition anyway; and 

(b) What portion of the markets now served by the MNCs' affili
ates abroad could have been served by U.S. exports of domes
tic merchandise in the affiliates' absence. 

Nevertheless, it is possible at least to estimate the outer bounds 

of what the direct employment effects of MNC activity may have. been. The 

most pessimistic estimate assumes that if :there were no U .s. plants 

abroad, foreign countries would not replace the output of those U.S. 

plants with local production but would import the entire output from the 

United States. Under these assumptions, the presence of U.S. plants 

abroad represents a net loss of 1.3 million U.S. jobs. A second esti-

mate assumes that foreign countries would replace half the output of their 

U.S.-owned plants from their own production and import the remainder from 



7 

the United States. Under these circumstances there is a net loss of 

400,000 U.S. jobs. 

An attempt was made to frame a set of assumptions that has more 

realism than those of the first two estimates described. These assump-

tions assert that, in the absence of the U.S. MNCs, foreigners would 

not have substituted their own plants for those of the MNCs, but that 

U. S, . exports could reasonably be expected only to have maintained the 

shares of world exports of manufactures that they held in 1960-61, rather 

than to have ta.ken completely all the. markets served abroad by the MNCs' 

affiliates. Under these assumptions, the net employment effect iu 

manufacturing shows a gain of roughly half a million jobs. 

Once again, the important point brought out by this analysis is 

that the employment effects vary widely among industries. Even under 

the "pessimistic" assumptions of the largest estimate of employment 

losses, there are a few industries in which gains appear nevertheless. 

Thus, in the case of employment effe·cts as well as that of trade 

effects of MNC activity, final judgements can be made only on an 

industry-by-industry basis. 

The Impact of the MNCs on the U.S. Balance of Payments 

The principal characteristic of aggregate U.S. balance of payments· 

performance in the second half of the 1960's was, in a word, "d~terior-

ation" on a rather grand scale. Yet the MNCs played no role in this 

deterioration. In the 1966-70 period, their position with respect to 

the "Basic Balance" (the current account and long-term capital accounts 

combined). improved by $2. 8 billion. Non-MN Cs in the· private sector, on 
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the other h~d, showed a deterioration of $3.3 billion, so that the 

aggregate decline for all private sector transactions was $500 million. 

Most of these changes occurred in the current account (the sum of trade 

and services transactions, interest and dividend remittances, and uni

lateral transfers such as pension payments) .. 

In the overall balance of payments, transactions with Canada and 

Japan have been the chief factors responsible for the deteriorating 

aggregate U.S. performance. Excluding these two nations, in fact, 

reveals an actual improvement over the 1966-70 period--by about $1 bil

lion on current account and $1.7 billion in the basic balance. The 

MNCs were an important factor in the adverse shi~ of the U.S. balance 

of payments with Canada~-chiefly because of trade in autos. In the 

Japanese case they improved their position--a sharp contrast against 

the general deterioration of the U.S. balance of payments with Japan 

on non-MNC account. 

The MNCs' Role in the International Monetary System 

The international money markets have many participants. It is 

beyond dispute that the persons and institutions operating in these 

markets have the resources with which to generate international mone

tary crises of the sort that have plagued.the major central banks in 

recent years. As a group, private institutions on the international 

financial scene controlled some $268 billion in short-term liquid 

assets at the end of 1971--and the lion's share of these assets was 

under the control of multinational firms and banks headquartered in 

the United States. This $268 billion, all r.1anaged by private persons 
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and traded in private markets virtually uncontrolled by official insti

tutions anywhere, was more than twice the total of all international 

reserves held by all central banks and international monetary institu

tions in the world at the same date. These are the reserves with which 

central banks fight to defend their exchange rates. The resources of 

the private sector outcl~ss them. 

Because $268 billion is such an immense number, it is clear that 

only a small fraction of the assets which it measures needs to move in 

order for a genuine crisis to develop. The international money market, 

possessing such a masse de manoeuvre as well as an efficiency and flex

ibility unknown in the past (even the recent past), can focus with 

telling effect on a crisis-prone situation--some weak currency which 

repels funds and some strong one which attracts them. 

Because such a small proportion of the resources of the MNCs is 

needed to produce monetary explosions, it appears appropriate to con

clude that destructive, predatory motivations do not characterize the 

sophisticated international financial activities of most MNCs, even 

though much of the funds which flow internationally during the crisis 

doubtlessly is of MNC origin. Rather, the important role of the MNCs 

has been to provide the primary creative force in the development of 

the international money market, a market which is now fully institu

tionalized as a reality of international financial life. This is the 

sense in which the MNCs indeed have altered the conditions around 

which the policies of governments are framed. 
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Techpology, R&D, and the Multinational Firm 

Multinational corporations based in the United States dominate the 

development of new domestic technology. They also are the principal in

stitutions through which technology in its various forms is exported and 

imported. As reflected in massive royalties and fees--net inbound flows 

of which reached nearly $2.3 billion in 1971, with the MNCs accounting 

for an estimated·90 percent--exports of technology outweigh imports by 

a factor of more than ten to one. Net inbound royalties and fees are 

considerable relative to total R&D spending in the United States. In 

1970, for example, they were equivalent to about 11 percent of the 

$17.9 billion spent on R&D by all industries, and to about 23 percent 

of total R&D spending ($10.1 billion) financed by company rather than 

Federal funds. 

High technology industries, characterized by high levels of R&D 

spending by the MNCs relative to total domestic sales of all firms in 

those industries, have tended in recent years to put more new direct 

investment abroad (compared with investment at home) than have the 

medium and low technology industries. New domestic investment by the 

high technology industries from 1966 through 1970 was about 3.7 times 

as great as the MNCs' new foreign investment--but in the medium and 

low technology industries the levels of new domestic investment were 

nine and ten times larger than the a.mounts of new capital placed 

abroad. 

Inasmuch as the high technology MNCs are the major developers 

and exporters of U.S. technology, as well as the major investors 
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abroad, it would seem almost a foregone conclusion that the MNCs must 

have had a causal role in the United States' recent declining compara

tive advantage as a trader of high technology products. This is not 

the case. The high technology industries are prominent as generators 

of :MNC-related exports of high technology goods from the United States, 

but much less prominent with respect to MNC-related import trade in the 

same class of products. More important, changes in MNC-related trade 

(new exports and new imports) over the 1966-1970 period show the .MNCs 

clearly outpacing the non-MNCs in the high technology industries as 

generators of net new exports (new exports less new imports}. Over the 

period, the MNCs in the high technology industries generated some $6.1 

billion in net new exports; the non-MNCs in the same industries gener

ated about $2.1 billion in net new imports. Thus, the MNCs outperformed 

their non-multinational U.S. competitors by about $8.2 billion. Set 

against these direct effects were indirect effects which, at the most, 

may have cost U.S. exporters some $1.5 billion in new shipments due to 

the competition of the MNCs' foreign affiliates in foreign markets. 

Therefore, the MNCs appear on balance to have helped rather than hindered 

the expansion of U.S. trade in high technology goods. 

Some Legal Implications of Multinational Business 

The .study's treatment of legal matters is limited to five major 

subjects: (1) U.S. and foreign antitrust regulations and practices; (2) 

tax issues and their impact on multinational business; (3) The jurisdic

tion of international tribunals in foreign investment controversies; 

(4) Extraterritorial features of the Securities and Exehange Act; ~d 
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(5) U.S. for~ign direct investment controls. 

U.S. and foreign antitrust laws 

The United States antitrust laws are based on the premise that a 

freely competitive economic system is the most efficient and desirable 

one. This view is not necessarily shared by Americats trading partners 

and competitors, who sometimes feel that restrictive business practices 

are not ~~undesirable and may, in many instances, be beneficial to 

economic growth and development. American efforts to regulate the con

duct of MNCs through application of the antitrust laws internally and 

extraterritorially have in the past engendered both conflict with the 

laws of other nations and criticism by foreign and domestic experts~ 

Foreign nations are concerned with what they view as inroads into their 

regulatory jurisdiction by the laws of the United States. 

Tax Issues 

Although varying opinions exist as to.the effects of tax factors 

on international investment, it is felt generally that while tax consid

erations always are relevant, they seldom are dominant in the .MNCts 

decision to invest abroad. United States tax laws in the foreign area 

have been criticized from points of view both favoring and discouraging 

foreign direct investment. 

International tribunals 

International tribunals, such as the International Court of Justice 

of the U.N., adjudicate controversies between nation states. Private 

parties may have claims brought before international bodies if the 

state of their citizenship is willing to espouse the claim. Jurisdic

tion over any dispute depends on the consent of the states involved to 
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permit adjudication by an international organization and to be bound 

by any decision. States which consent to jurisdiction often have the 

habit of attaching qualifying clauses to their declarations of consent 

that can effectively vitiate any decision on the merits. An interna

tional tribunal has the right to determine its own jurisdictional scope 

and generally will not decide a case which could prejudice the rights 

of third parties before the court. A party cannot lay its claim before 

an international tribunal until it has exhausted its local remedies. 

Practical problems with international tribunals include the lack of 

judicial review of decisions, the high cost of litigation, the diverse 

backgrounds of judges (which make a unified legal approach difficult), 

and--most important--the lack of power to enforce decrees. 

Extraterritoriality of the Securities and Exchange Act 

The SEC Act can apply extraterritorially to isolated acts outside 

the United States which result in transactions that are prohibited 

within the United States. The multinational corporate entity which 

desires either to issue securities in the United States or to partici

pate in isolated transactions in U.S. securities may find itself subject 

to the requirements of the Securities and Exchange Act. 

U.S. foreign direct investment controls 

In general, these controls set limits on the a.mount of investment 

which can be made by U.S. investors in foreign business organizations 

during a calendar year. The regulations also prohibit holding certain 

"liquid foreign balances" and impose reporting requirements. The con

trols have been criticized domestically as being inequitable and 

burdensome and as forcing the borrowing of funds'abroad--although some 



14 

argue that fqrcing the financing of the MNCs' investments into foreign 

capital markets has a favorable balance of payments effect. Foreign 

criticisms concern the possibility of U.S. encroachment on national 

sovereignty and possible prejudice to the rights of foreign minority 

stockholders in the MNCs. 
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Swnmaries of the Chapters 

Chapter I, Introduction 

The spread of multinational business since the end of World War II 

ranks as one of the major events of modern economic history. The pur

pose of this study is to analyze its costs and benefits. Emphasis is 

placed on the United States, but much attention will be given to key 

foreign countries in which the operations of the U.S.-based multinational 

corporations (MNCs) are important. (pp. 77-78) 

Social and economic developments of this magnitude always have 

mixed effects; they bring benefits and costs. Seeking first whatever 

balance between the two may exist in the aggregate, the study also aims 

for the more detailed perspective needed for an understanding of the 

character of the particular gains and losses involved. (p. 78) 

The present chapter is no more than its title implies--an intro

duction to this complex subject, which, so far as extant research and 

knowledge are concerned, remains on the frontiers of the principal 

disciplines it touches: economics, international law, and history. 

The aims of this chapter are to pose the necessary questions, place 

them in reasonable perspective, and describe briefly how the remainder 

of the study will proceed. After a brief discussion of the genesis of 

the study, the MNC is defined--in terms of how the concept will be used 

operationally in the study--and the outline of the project as a whole 

is briefly described, along with a short r~sum~ of the sources of data 

and information that have been tapped to do the job. Subsequent sections 



discuss the historical antecedents of the modern MNC (there are few of 

them) and trace the general outlines of its expansion in the current 

century1 especially since 1950. There follows a review of the commonly 

stated reasons for foreign direct investment, after which an attempt 

is made to outline all the alleged evils and virtues that have been 

attributed to the MNC by its detractors and its friends. Against 

this background, the major questions for research are summarized. (pp. 84-86) 

History artd modern development'of'the·MNc.--For centuries, merchants 

and bankers served as the prime movers in economic contacts that took 

place among nations. Perhaps the fullest development of the merchant 

firm as an institution was found in the great charter trading companies 

of the 17th and 18th centuries. These were essentially alliances 

between governments (contributing sovereignty, authority, and sanctions) 

and private persons (contributing capital) to gather under single, 

coherent managements the political, military, and economic tasks of 

colonial expansion. (pp. 89-91) 

Except in size and management efficiency, the modern MNC bears 

little resemblance to these merchant colossi. It is an offspring of 

the industrial revolution (the child of its old age, some think). 

With the possible exception of multinational banking, which is growing 

very fast 1 international business today is dominated by companies 

involved in some way with making things--either as extractors of raw 

materials and fuels, or as manufacturers of all manner of products.(pp 91-94) 

During the 50 to 75 years before the middle of this century, one 

could catch only glimpses of the development of multinational business 
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that was to come later. The resource-based, extractive industries of 

the industrial economies were the first to leave their home countries 

in search of investment opportunities, as domestic mineral and fuel 

reserves became, or threatened to become, inadequate to meet the in

satiable demands of the advanced nations. However, foreign direct 

investment in manufacturing soon followed. Even before the turn of 

the century, a few of the largest U.S. firms had established production 

abroad--General Electric and Singer, for example. Generally, however, 

the industrialists of the major European countries had a head start on 

their U.S. colleagues in the foreign-investment field. Their economies 

had industrialized somewhat sooner than the United States and, more 

important, they were smaller; it took relatively less time than in the 

United States for a growing firm to look towards foreign markets for 

faster-than-average sales growth. As recently as 1950, European direct 

investments in the United States exceeded U.S. investments in Europe by 

a few hundred million dollars. Worldwide, investment patterns tended 

to follow patterns of political influence of the home countries. The 

Europeans concentrated on the colonial empires of Asia and Africa, plus 

Canada, Australia, and South Africa, while the U.S. investors focused 

on Latin America, where the Monroe Doctrine had carved out a significant 

sphere of influence. (pp. 91-94) 

The outbound flow of direct investment from the United States "took 

off" only after World War II; its book value literally skyrocketed from 

less than $12 billion in 1950 to $78 billion in 1970. Both its geographic 

focus and its industrial character changed equally as dramatically. For 
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many years, Canada was the favorite site for the U.S. direct investor, 

and it is still important. But the stock of U.S.-owned capital in 

Western Europe caught up fast, surpassing the Canadian figure for the 

first time in 1969. Meanwhile, U.S. direct investment in the less

developed countries (LDCs)--including Latin America, a traditional 

preserve of U.S. capital--has grown much more slowly than investment 

in the industrial countries during the last two decades.· The relative 

decline in the importance of the LDCs as sites for direct investment 

is partly connected with parallel deemphasis on investment in the 

extractive industries relative to investment in manufacturing. Mining, 

oil, and agricultural investments abroad have expanded much more slowly 

than investments in manufacturing industries, which almost tripled 

their foreign holdings from $11 billion in 1960 to $32 billion in 

1970. Manufacturing now accounts for the largest single share (41 

percent) of U.S.-owned overseas direct investment. (pp. 94-106) 

To sum up--multinational business, developed out of direct invest

ment activities which the Americans have dominated since World War II, 

has centered increasingly on U.S.-owned manufacturing enterprises in 

the advanced economies of·Western Europe and Canada. Other industries 

and the LDCs have received increasingly smaller shares of total outbound 

capital flows over the last two decades. (pp. 94-106) 
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Why does.direct investment capital ·move abroad?--The question 

of why direct investment capital moves abroad can seem exceedingly 

compl~x. Slicing through to fundamentals, however, there are two 

basic motivations for placing direct investments outside the home 

country, aside from the obvious one of the extractive industries, 

which dig where the oil and ores are. By far the more important 

motivation is to tap foreign markets, which absorb more than 90 

percent of the output of U.S.-owned foreign firms. This is some

times cast in terms which stress the need to preserve· or preempt 

market shares from actual or potential competitors, both U.S.- and 

foreign-based. It also appears in more positive forms, which stress 

the marketing strategies of large firms whose continued rapid growth 

must depend on developing new markets outside the home base, markets 

whose more or less unique requirements often cannot be efficiently 

served via exports from domestic operations. There are many refine

ments, variations, and subtleties that can be added in describing 

this market-oriented motivation, yet they all relate to the essential 

characteristic--that capital moves because of opportunities or threats 

appearing in foreign markets. The salesman's viewpoint rules. Cost 

considerations take second place. (pp. 108-128) 
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Cost factors, the second basic motivation for capital flows, 

count first only in a particular set of circumstances. Here, there 

is also a market-focus element, but it relates to domestic, not 

foreign markets. The cases of this class in which U.S. firms have 

shifted production abroad, usually to LDCs, are famous and contro

versial, although they do not account ·for a very large portion of 

total U.S. foreign direct investment. These are the consumer elec

tronics, footwear, toy, and apparel industry cases (plus some others), 

where foreign output is almost all returned for sale in the U.S. 

market and where cost considerations--principally the search for 

low-wage labor--played the major role in the decision to invest 

abroad.(pp. 114-119) 

The MNCs as villains: the alleged problems.--In the United 

States, public and private criticism center primarily on economic 

issues. There have been clear-cut and well-publicized examples of 

domestic factory shutdowns, with output from these now-defunct 

enterprises replaced by imports from new, "runaway".plants built 

overseas by foreign direct investors. Unemployment and greater 

import penetration of the U.S. market have resulted. Many critics 

have generalized from these cases to allege that such developments, 

or the potential for them, are a basic, general characteristic of 

multinational enterprise. This criticism is bolstered by a related 
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one, namely, that, even where "runaway" investment is not important 

and import penetration from overseas investments is minimal, U.S. 

exports to foreign markets are damaged heavily by competition from 

the output of U.S.-owned plants in those markets. The alleged re

sult is less U.S. production for export, more unemployment in export 

industries, and an adverse effect on the trade balance. (pp. 129-130) 

Critics allege, too, that the balance-·of-payments effects are 

even more widespread than merely those occurring on trade account. 

Admitting that dividend and profit remittances now reach large pro

portions, they wonder if these may not be too small and come too 

late in relation to continued heavy outflows on capital account. 

Looking at the United States' heavy surplus in "royalties and fees," 

they question whether these may not simply measure an inadequate 

return on outbound transfers of technology which the MNCs have re

linquished forever to foreigners from the scientific and technological 

patrimony of the United States. Finally, they view the murky, highly 

technical, international financial activities of the MNCs and ask 

whether their allegedly disruptive effects on the international 

monetary system may not be leading to chao~. (pp. 139-145) 

Abroad, these kinds of economic arguments pale in importance. 

Foreigners are more convinced, in general, of the economic benefits 

of multinational business, at least as seen from their points of view. 
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They make political arguments and stress social questions. They fear 

the prospect of foreign domination of their industries. They fear 

that the MNCs may soon be too large to control, so that on basic 

questions of national policy--especially economic objectives--the 

MNCs can subvert governments' intentions. They worry that the ad

mitted economic benefits of the MNCs' presence in their countries 

could be denied them should the MNCs opt to arrogate the gains to 

themselves via unchecked monopolistic abuse of market forces.(pp. 131-133,137-38) 

The MNCs as heroes: the alleged advantages claimed by the.MNCs 

and their friertds.--The MNCs' boosters argue that the terrors cited 

by the critics are absent or, even if present, they do not characterize 

most multinational firms' activities and are insignificant compared 

with the economic and social benefits that the MNCs bring to the world 

as a whole and to individual countries. These benefits are centered 

on the results of efficient management, better marketing, and economic 

integration. They mean more employment, higher wages, and higher living 

standards--plus, some say, a more stable world because the MNCs are 

getting powerful enough to keep governments from getting involved in 

wars that would upset the opportunities for continued international 

business on a large and profitable scale. (pp. 153-165) 

The "runaway industry" argument is rejected by the MNCs' friends 

as an exaggeration of a real but small problem. They argue that the 

general result of MNC operations is, in the end, a net contribution 

to the U. S. balance of payments and a higher level of employment in 

the United States than there would have been in the absence of MNCs. 
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The companies ·themselves. tend to argue defensively--that they "must" 

go abroad to protect foreign markets from predators, but that, in 

doing so, they try hard to be good corporate citizens and frame their 

operational policies to render minimum disruption and maximum benefit 

to the U.S. economy. In any case, they claim that their failure to 

go abroad would have left the United States worse off than it is. 

Others argue more positively--that the Americans are better at multi

national business than anybody else and that, because of this, they 

have set the world on a course of growth and progress that redound to 

the concrete benefit of everyone, including the United States. An 

investment abroad is not automatically a loss for the United States, 

even if it is a gain for the foreigner; it is a gain for the United 

States as well, because of the "feedback" effects that come from the 

processes of faster growth, technological progress, and international 

trade. (pp. 160-163) 

Crucial questions.--There are dozens of separate questions that 

must be asked and answered if research on the economic and social 

impact of the MNCs is to be done adequately. Just as in dealing with 

issues of trade, the balance of payments, inve.stment patterns, inter

national finance, technology, labor, and international business law 

are separate facets of the everyday existence of the large multinational 

company, so they must be separate chapters in a study of this sort. (pp.165-6 

Nevertheless, all the particular questions eventually boil down to 

one fundamental query: "Do foreign direct investments by U.S. firms 
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substitute for domestic investment in the United States, or do they 

complement it?" If the "substitute" relationship rules, then an 

economic loss for the United States follows upon a gain for the 

foreigner. Of course, the foreigner's gain may exceed the loss to 

the United States, in which case the world as a whole has gained--

but this is an issue which, from the viewpoint of the U.S. national 

interest, must be squarely put. On the other hand, if complementarity 

occurs, it will not be difficult to find that all countries gain 

simultaneously. (p. 167) 
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Chapter I I. .· Impact·· of the · multinational firm on the · Uui ted States 
and foreign balances of payments 

The aim of this chapter is to describe and compare the balance 

of payments performance of the MNCs and the performance of the pri.vate 

sector of the United States as a whole, and then to make similar com-

parisons for seven key countries in which U.S. foreign direct investment 

is an important economic influence. These countries are Canada, the 

United Kingdom, Belgium-Luxembourg, France, West Germany, Brazil, and 

Mexico. (pp. 168-172) 

Impact on the United States.--The principal characteristic of 

aggregate U.S. balance of payments lf performance in the second half 

of the 1960's was, in a word, "deterioration" on a rather grand scale. 

This was not necessarily true for the MNCs, however, when their record 

is compared with that of the non-MNC portion of the private sector. 

In 1970, the current account of the U.S. balance of payments remained 

in surplus by $5.6 billion, despite a decline of $1.6 billion over the 

4-year period since 1966. The MNCs accounted for most of the 1970 

surplus. They showed a positive balance of nearly $8.5 billion versus 

a non-MNC deficit of $2.8 billion. In the 1966-70 period, the MNCs' 

showing on current account improved by some $2.0 billion, as against 

a deterioration of $3.6 billion for the non-MNC portion of the private 

sector. In the trade account, the surplus generated by the MNCs 

($2 billion) accounted for almost the entire surplus in 1970, whereas 

1/ See footnote 1, p. 172 of Chapter 2, for a brief description of 
how the balance of payments is constructed and of the terminology 
used in balance-of-payments accounting. 
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the non-MNC share had fallen by nearly $1.7 billion over the period, 

to a net trade balance of zero. Net services flows of $6.4 billion 

generated by the MNCs offset a non~MNC deficit on services of nearly 

$2 billion in 1970; the improvement over the period of nearly $2 

billion on the MNCs' services accounts contrasts with a deteriora-

tion of almost $1.5 billion for the non-MNCs.(pp. 172-189) 

Due to high net long-term capital outflows, the basic balance 

figures are smaller than those for the current account, but the world-

wide results for the MNCs as opposed to non-MNCs correspond to those 

of the current account. In the aggregate, the basic balance surplus 

declined by about $500 million, falling from $4.2 billion in 1966 to 

$3.7 billion in 1970. But the contribution of the MNCs was strongly 

favorable, showing a net gain of $2.8 billion. This gain was composed 

of the aforementioned $2.0 billion improvement on current account, plus 

about $800 million on capital account--the latter arisirig partly from 

a reduction in long-term capital outflows and partly from an increase 

in inbound capital flows over the period. ]! (pp. 189-194) 

If the U.S. balance of payments is examined geographically, the 

United States shows a really serious deterioration in its bilateral 

balance of payments performance with only two countries--Canada and 

1/ This and subsequent discussions in this chapter stop short of con
sidering liquid capital flows and their balance of payments effects. 
These flows have been unstable and they have tended to dominate· the 
balance of payments in periods of monetary crisis. The MNCs have had 
a considerable hand in generating them. However, the discussion here 
aims to discover underlying, basic trends and relationships having to 
do with payments flows. Consideration of the highly unstable flows of 
liquid, short-term funds and of their monetary effects, which indeed 
are important, is presented in Chapter V of this study.'. 
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Japan. In fact, excluding those two countries, the aggregate balance 

of payments with the rest of the world actually improved over the 

period, by about $1 billion on current account and $1.7 billion in 

the basic balance. In the Canadian case, the MNCs played an important 

role in the adverse shifts of the balances. With respect to Japan, 

however, the MNCs turned in an improving performance that contrasted 

sharply with the much larger general deterioration of the U.S. payments 

balances with Japan on non-MNC account. Interestingly, however, the 

MNCs' positive effect with respect to Japan--where U.S. direct invest

ment is quite light--probably was relatively weaker than the effect 

generated by the MNCs in countries where direct investment by Americans 

is heavy. (pp. 195-201) 

It is also of significance that, outside of Canada and Japan, the 

MNCs led the general improvement of the current and basic balances, 

with gains that consistently exceeded those realized in the aggregate 

between 1966 and 1970. This appears to be the case both for six 

European and Latin American countries in which MNC investment is 

heaviest (Mexico is an exception) and for a second category labelled 

"rest of world." However, the MNC surpluses among the Six arise 

chiefly from trade transactions, which in turn reflects the prepon

derance of manufacturing activities in the MNC operations in these 

co1mtrias. The "rest of world" group shows a different pattern--the 

ccntribution of MNC trade flows to the balance of payments nearly 

loses significance, while the income accounts (interest, dividends, 

and branch earnings) assume a very strong role. This result is linked 
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to the heavy weight of the extractive industries (including petroleum) 

in MNC investment in the non-industrial countries.(pp. 201-205) 

Impact on other countries.--Because of data inadequacies, it has 

been necessary to limit consideration of the MNCs' impact on foreign 

balances of payments to a discussion only of the MNC affiliates' 

dealings with the United.States and the payments flows which they 

generate. This approach has shortcomings--especially evident in the 

trade figures--which are discussed in the text on pp.207 through 209 . 

However, several items of interest are captured by the data that are 

available, including all of the important flows that move between parent 

firms and affiliates. With this information, it is possible to reach 

some fairly definite conclusions about the effect on foreign balances 

of payments of the MNCs' dealings with their home country. (pp. 206-210) 

The most consistent of these conclusions is that the MNCs, in their 

transactions with the United States, exert a uniformly large, negative 

impact on the current accounts of balances of payments of the host 

countries. (Conversely, of course, they have a favorable impact on 

the corresponding account of the U.S. balance of payments.) Except 

for Canada, moreover, this negative impact increased in size over the 

1966-70 period. In Canada, the MNCs produced a strong current account 

gain for the global balance of payments over the period. (p. 210) 

Despite the MNCs' uniformly negative impact on current account 

in foreign countries, however, most of the countries under review 

showed strongly positive current account performances on a global 

basis by 1970. The exceptions were Mexico and Brazil, both of which 



30 

had sizeable deficits to which the MNCs contributed in substantial part. 

In the capita!" accounts-~which generally tend to be positive on a global 

basis--the MNCs' capital transactions with the United States tended to 

exert a strong positive influence in 1966 and 1970. To at least some 

extent~ therefore, inbound, MNC-generated capital flows have the effect 

of offsetting sizeable current-account deficits.(pp. 210-212) 

The offsets are not complete. Two of the seven countries showed 

global basic balance deficits in 1966 while three yielded up basic 

balance shortfalls in 1970. As for the MNCs, their overall effect on 

the basic balances was negative in six of the seven countries reviewed 

in 1966, and in five of the seven in 1970. Moreover, except for Canada 

and Mexico, the change in the MNCs' impact over the period was fairly 

strongly adverse--that is, the MNCs' adverse influence on the basic 

balances increased. Thus, the appropriate conclusion for the seven 

countries surveyed is that the MNCs, in their dealings with their 

parent country, exerted a large and growing negative or adverse in

fluence on host-country balances of payments. Again, this is of course 

merely the obverse of the generally positive effect which the MNCs have 

been shown to 'have on the U.S. balance of payments. (p. 212) 
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Chapter III. The multinational firms in world trade 

This chapter has the dual objectives of assessing the MNCs' impact 

on (a) world trade and (b) U.S. trade. In the former case, the U.S.

based MNCs are found to be important in world trade, but not to dominate 

it. The bulk of the output of the MNCs' majority-owned foreign affi

liates (MOFAs) is sold loeally in the countries where it is produced. 

The MNCs--both parents and MOFAs--account for about a quarter of world 

exports of all types of merchandise and for roughly a fifth of world 

exports of manufactured goods. Between 1966 and 1970, as world exports 

increased by 53 percent, the MNCs' global exports rose by 69 percent. 

Because of the MNCs' still relatively low share in the total, however, 

the faster growth of MNC-related shipments produced only marginal in

creases in their shares of total world exports. Thus, while the MNCs 

definitely are a dynamic force in world trade--expecially as regards 

rising exports of manufactured goods by the MOFAs--the MNCs cannot be 

said to have "led" the growth of world exports in any significant way.(pp.278-81) 

The analysis of the MNCs' impact on U.S. trade covers a basic group 

of 29 manufacturing industries, with special attention to the wide 

differences in performance which arise among them. The first part of 

the analysis compares levels of MNC investment abroad with a number of 

aggregate and MNC-related U.S. export and import measurements. The aim 

is to discover whether high levels of overseas investment in an industry 

tend to be associated with high levels of U.S. exports, U.S. imports, 

or both--conversely for industries in which overseas investment has 

been relatively small. The findings are tha.t industries which are the 
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larger investor~ abroad also contribute the most to aggregate U.S. 

exports, whereas industries in which MNCs are less important also are 

less important exporters. There may be a similar, but considerably 

weaker relationship on the import side. Moreover, there appears to 

be no association between the extent to which an industry does or does 

not invest heavily abroad and the extent to which either (a) aggregate 

imports increased their penetration of the industry's domestic market 

in the 1966-70 period, or (b) the ratio of the industry's imports to 

its exports changed during the period. (pp. 321-330) 

On the other hand, levels of investment abroad do correlate 

strongly with both exports and imports that are generated specifically 

by the MNCs. The export effects thus measured spill over to affect 

aggregate export trade because, in general, the MNCs account for a 

large share of U.S. exports of manufactured goods--62 percent. The 

import effects of MNC-generated trade affect aggregate imports only 

weakly, however, because the MNCs' average share of total imports of 

manufactured goods is much lower, at 34 percent. (pp. 322, 330-331) 

The final sections of this chapter focus on comparisons, industry

by-industry, of the changes in trade (new exports and new imports) 

generated by the MNCs and by non-MNCs. There are two possible ways 

in which the MNCs could be affecting U.S. exports and imports. The 

first of these--the "direct" effect--consists of the observable changes 

in the MNCs' own trade performance, i.e. the U.S. exports and U.S. 

imports which they themselves generate. ·The second possible impact-

the "indirect" effect--is that produced by the alleged robbery of 
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markets from U.S. domestic exports by the MNCs' foreign affiliates. (pp. 333-34) 

A separation of the MNCs' from the non-MNCs' performance in 

generating new trade over the 1966-70 period shows a generally favor

able direct effect on the MNCs' part. The MNCs rang up a balance of 

net new exports (new exports minus new imports) of $3.4 billion, whereas 

the non-MNCs showed a rising deficit, an increase of $3.6 billion in net 

new imports. However, there was wide variation in the performances of 

the MNCs in individual industries. The results ranged from $717 million 

in net new exports to $230 million in net new imports. (pp. 334-344) 

Estimates of the indirect effects depend on an important assumption 

about whether, in the MNCs' absence abroad, U.S. exports of domestic 

goods would have been able to capture the overseas markets served by 

the MNCs' foreign affiliates. The assumption adopted strives for 

realism in postulating the degree to which U.S. exports are competitive 

abroad. It takes as a standard U.S. exports' shares of the aggregate 

market served in 1966 by U.S. exports and affiliates' sales combined. 

It then posits that U.S. exports, in the absence of the affiliates, 

could reasonably be expected to have garnered half of whatever increased 

shares of the market the affiliates actually obtained in the 1966-70 

period. The analysis then proceeds to estimate what U.S. exports would 

have been under the assumption adopted, and to compare these estimates 

with the actual levels of U.S. exports in each industry in 1970. If 

the estimates were higher, a "loss" of exports was involved for the 

U.S. as a result of affiliate activity abroad; if they were lower, a 

"gain" occurred. (pp. 345-346) 
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The results of these calculations show an estimated net gain in 

new U.S exports 1 via the indirect effect 1 of about $400 million. Once 

again 1 there were wide differences among gains and losses in different 

lines of activity. The largest individual industry gain was $1.4 

billion in new U.S. exports; exports in this industry were that much 

larger in 1970 than they would have been in the MNCs' absence abroad. 

The largest estimated loss is $1.8 billion. (pp. 346-350) 

Finally, the gain/loss calculations for both the direct and 

indirect effects are combined and the overall results are arranged 

in two groups--those industries which showed net gains in new exports 

and those which showed net losses. For manufacturing as a whole, the 

estimated net effect of MNC activity on changes in U.S. trade in the 

1966-70 period was an overall gain of $3,850 million in net new exports. 

Sixteen industries showed net gains aggregating to $7,285 million. They 

considerably outperformed the eight industries of the second group which 

produced net losses totalling $3,435 million. Clearly, therefore, an 

important result of the entire analysis is to demonstrate how widely 

the effects--both direct and indirect--vary among industries. No 

analysis in this field is complete without due attention to these vari-

ations. (pp. 350-352) 
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Chapter IV. Impact of the Multinational firm on world patterns of 
investment 

U.S.-based direct investors have had a major impact on both the 

rates and patterns of gross fixed capital formation in host countries 

around the world. The influence of the U.S. direct investor in the 

manufacturing industries of the industrial West has been pervasive, 

and many of the most important of these industries depend in fact on 

capital formation by U.S. owners as a principal source of growth and 

dynamism. (p. 39l) 

In the years 1966 through 1970, capital spending in manufacturing 

in the United States and seven key countries selected for analysis in 

this report '}j totaled more than $245 billion. Almost exactly half of 

this occurred in the United States. Despite variability in some respects, 

certain convergent tendencies can be recognized among investment rates 

in the United States and those in the seven countries which collectively 

account for two-thirds of U.S. overseas direct investment activity. 

Industry groups which showed average growth in investment greater than 

the mean for manufacturing as a whole in the United States had the same 

tendencies abroad relative to average investment growth rates abroad. 

The most notable exceptions were in the United Kingdom. Moreover, 

there are close similarities between investment patterns in the United 

States and those in the other seven countries averaged as a group. Not 

only are the proportions of total investment. accounted for by each.major 

1/ Canada, United Kingdom, Belgium-Luxembourg, France, West Germany, 
Brazil, and Mexico. 
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industry group similar in magnitude, but the rankings of industries 

as spenders of capital funds also are nearly identical. (pp. 393-397) 

In 1970, total plant and equipment spending in manufacturing by 

U.S. direct investors abroad reached $6.5 billion, up more than 42 

percent from $4.6 billion in 1966. In six countries of the sample 

group (Canada excepted), capital outlays of U.S.-owned affiliates 

rose half again as fast as spending of U.S. affiliates in the world 

as a whole; they increased by roughly 65 percent, from $1.9 billion 

to $3.1 billion, and raised these countries' share of the world total 

from 41 percent to 48 percent. Worldwide, only three industries-

chemicals, machinery, and transportation equipment (essentially motor 

vehicles)--account for about 66 percent of total investment outlays 

by U.S. affiliates. For the seven sample countries, the proportion 

is even higher--70 percent. Broadly speaking, the patterns of foreign 

direct investment by U.S. MNCs, viewed across the different branches 

of manufacturing, tend to follow their patterns of investmen~ in the 

United States rather closely. (pp. 399-410) 

When capital spending data for the U.S. MNCs are compared with 

total figures for manufacturing in the economies in which they operate, 

the results are impressive. They show that, in 1970, out of total 

manufacturing capital expenditures of $29.7 billion in the seven 

countries combined, affiliates of U.S. firms accounted for no less 

than $4.2 billion, or 13 percent. In the industrial "backbone" sectors-

metals, machinery, and transportation equipment--the proportion was 

far greater, or 22 percent. With capital spending at thes~ rates, 
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the U.S.-based·affiliates clearly exert a major influence on both the 

size and patterns of capital outlays in the manufacturing sectors of 

these seven countries. This characteristic is particularly marked in 

Europe, in the large, highly developed, diverse economies which by 

most measures are rivals to the United States in industrial sophisti-

cation. Among the individual sectors of European industry, the role 

of the Americans stands out starkly in the machinery branches. Here, 

the Americans account for about a quarter of total capital investment 

flows, and the proportion rises even higher if transportation equipment 

(the automotive industry) is included. (pp. 410-414) 

With the single exception of West Germany, U.S. investment in 

manufacturing in the seven host countries is generally more productive • 
than is new manufacturing capital formation generated by local firms. 

In West Germany, the productivity ratios for U.S.-based firms and local 

firms are about equal. (pp. 414-416) 

These productivity comparisons are calculated for all manufacturing 

rather than on an industry-by-industry basis. A reason for the wide 

gaps between MNC productivity and all-firm productivity abroad is trace-

able to the MNCs' ability to allocate capital flexibly. The MNCs, better 

able to place their investment in dynamic, highly productive industries, 

not only show better productivity but also tend to become more important 

investors in the fastest growing and most productive industries of the 

host countries.(pp. 417-418) 

A review of the broad outlines of MNC financing strategy indicates 

that, in large measure, foreign affiliates of U.S~ firms are largely 
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independent 0£ their parent companies for financing. Most of their 

financial business is conducted outside t~e United States, and net 

flows of funds between parents and affiliates are but the tip of an 

enormous iceberg of churning funds. A set of sources/uses estimates 

of funds received and paid by all U.S. MNC affiliates in the five-

year period 1966-70 reveals a cumulative flow on the order of $130 

billion--roughly $25 billion a year. Only about 15 percent of this 

total was used for profit remittances to parent firms at home, an 

amount identical with cumulative flows of capital from those firms 

on the "sources" side of the ledger. The remaining 85 percent or so 

was divided about equally between additions to fixed capital and in-

creases in working capital. In the "sources" column, the important 
@ 

point is that about 85 percent of affiliates' funds came from non-U.S. 

sources. About a third of this consisted of affiliate borrowing outside 

the United States; the rest was generated internally by the affiliates, 

principally via depreciation and related charges and retained earnings.(pp. 418-26) 

This information sheds light on an important question surrounding 

the operations of the MNCs. If the movement of the MNCs abroad is to 

be viewed as a loss of some sort to the U.S. economy, it becomes 

necessary to judge whether this loss could have been averted, or whether 

the failure of the MNCs to invest abroad might have inflicted a still 

greater loss. The MNCs contend that, in their absence, the markets 

which they now serve--partly from the U.S., partly from affiliates--

would have been lost to foreign competition. Their opponents argue 

otherwise, that the danger of foreign competition is overblown and that 
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the affiliates' production could have remained at home and remained 

competitive in world markets. The data on actual fixed capital spending 

by the MNCs in host countries, seen in relation to overall capital for

mation in these countries, seems to suggest that the MNCs' performance 

could not easily have been matched by local investors. But an analysis 

of the financing of this investment as well as the affiliates' working 

capital needs--about 85 percent of which were generated out of foreign 

savings anyway--suggests that, indeed, competitive foreign investment 

in the MNCs' place would have been feasible within the limits of 

foreigners' resources. (426-429) 

This chapter concludes with a brief analysis of the financial 

results of MNr operations, as revealed in accounting statements. The 

data show an enormous expansion of affiliates' worldwide sales between 

1966 and 1970, a 66 percent jump from $109 billion in the earlier year 

to $180 billion in the later one. Manufacturing industries account for 

about half of the total value of sales. The affiliates' foreign corpo

rate income tax payments rose somewhat more modestly. They reached $11 

billion in 1970, or 43 percent of pre-tax net income. U.S.-based manu

facturing affiliates paid foreign governments some $2.9 billion in 

income taxes in 1970, which amounted to 59 percent of their pre-tax 

earnings of $4.9 billion. Depending on whether after-tax profits are 

measured in terms of sales or total assets, rates of profitability run 

about 5 to 6 percent for all industries and somewhat less, 4 to 5 

percent, in manufacturing. (429-434) 
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The finaricial experience of the affiliates shows some sharp 

contrasts with that of their parent firms operating domestically in 

the United States. Much of the contrast arises from the period used 

for the comparison--1966 through 1970--which turns out to have been 

one of boom-ending-in-recession in the United States and recession

culminating-in-boom abroad. But these contrasts highlight an important 

point: the ability to diversify internationally can insulate the MNC 

from the vicissitudes of the business cycle in any one country or region, 

thus smoothing, in the long run, the curves of sales, incomes, profits, 

and tax payments as reflected on consolidated statements. (pp. 433-434) 

Still another point which emerges from the analysis is that tax 

"rates" imputed by comparing tax payments with net incomes before taxes 

turn out to be roughly the same in the United States as abroad. If 

anything, they appear to be slightly lower in the United States. This 

evidence permits a tentative inference that there may be little incen

tive--from a tax viewpoint--for the MNCs to try to maximize their 

foreign incomes at the expense of domestic operating results. If 

anything, the incentives may work the other way; it may pay to make 

U.S. consolidated income look as good as possible by transferring funds 

as affiliate "costs," to declare it at home, and to pay taxes on it 

at home. (pp. 434-435) 
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Chapter V. Multinational firms in international finance 

.This chapter takes a hard and detailed look at the activities 

and effects of MNCs operating in the international financial and monetary 

systems. The present chapter is market-oriented. That is, it describes 

the kinds of markets in which the MNCs conduct their.financial business, 

the effects of the MNCs on these markets, and how the MNCs have changed 

them; The aim of the analysis is to assess the degree to which the 

growth of multinational business has or has not altered the realities 

of financial market size, structure, and behavior which lie behind the 

efforts of governments to construct a stable, workable international 

monetary system. The chapter concludes with an evaluation of the role 

of the MNCs in the crisis situations which have rocked and threatened 

the foundations of the international monetary system in recent years.(p. 453) 

Chapter V gives little emphasis to policy issues themselves or 

to the problem of how governments, acting separately or in concert, 

might try to solve the dilemmas of the existing international monetary 

system. Such discussion would be outside the scope of the study.(p. 453) 

One of the great historical developments of the past 15 years 

in the Free World economy has been the progressive intermingling of 

its money and capital markets. This integrative development is a 

sharp break from traditional patterns, and three features stand out 

as important.(pp. 457-475) 
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First the Eurocurrency markets and the Eurobond market (or the 

international bond market in general) play a crucial role as the 

mechanisms through which the process occurs. Unlike earlier periods 

when analogous but not nearly as pervasive developments also occurred, 

a single, powerful, national financial system does not play the role 

of integrator. This role is filled instead by a pair of 'international 

markets that stand outside of and are largely uncontrolled by authorities 

of the separate national economies that are affected by the process. 

Secondly, strong tendencies for an international equalization of 

interest rates emerge as both a result and symptom of the integration 

process. Third, it has become increasingly difficult, sometimes 

impossible, for the central bank authorities of any one country to 

move in directions which run counter to international money and capital 

market trends, because the markets react with inflows or outflows of 

funds that most domestic monetary systems cannot stand for long periods. 

Thus, even if a country's exchange parity is not in such serious dis

equilibrium that an exchange rate modification is called for, a perverse 

movement of national interest rates can force such a change because of 

an economy's vulnerability to massive, highly volatile flows of short

term funds. (pp. 475-76) 

Because of their importance as the pivotal, "integrator markets," 

the international bond market and the Eurocurrency markets are described 

in some detail. These markets are large. In 1971, the international 

bond market !f .handled $5.2 billion in new public issues, plus a large 

1/ Includes any issues sold outside the country of the borrower. 
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but undetermined amount of privately placed, medium-term financing. 

As estimated by the Bank for International Settlements (BIS), total 

assets in the Eurocurrency markets aggregated $71 billion at the end 

of 1971; of this, the Eurodollar component was by far the largest, 

at $54 billion. Other material in these sections marshals information 

on how these markets are ~upplied with funds, who the borrowers are, 

and how the markets function; the purpose of the analysis is to show 

how the integrator functions of the markets actually are carried out.(477-506) 

The growth of the international money and capital markets and the 

expansion of international business enterprise have been accomplished 

in the last decade or so by an equally significant development of 

multinational banking. As in the case of business firms, American 

banks have led with a vast increase in the number and asset holdings 

of their foreign branches. The growth of both types of institution 

has had visible symbiotic elements: the expansion of each type of 

institution and market has fed upon the growth of all the others, so 

that it no longer is possible to say who, in particular, caused it all.(506-17) 

It can be said, however, that a central, if not exclusive,feature 

of the development of international financial markets in recent years 

has been their orientation to serving the financial needs of the MNCs. 

Therefore, the analysis focuses on the MNCs and how they operate in 

the international financial markets. (p •. 517) 

Corporate treasurers have developed a panoply of dazzling new 

techniques and rituals to serve the centralized management and control 

of their far-flung financial interests. Slicing through to fundamentals, 
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however, one can see that the practices of the MNCs, the kinds of 

transactions they conduct, are not much different in character from 

those of any kind of firm in international business, whether or not 

it is a direct investor. They are, however, better-managed, tech-

nologically superior, more flexible, and--most important--designed 

to process bigger volumes of transactions faster than in even the 

recent past. (pp. 517-531) 

Basic to the efficient, centralized management of the finances 

of a large multinational corporation is the existence of only one or 

a few central profit centers with the ability and the resources to 

plan the firm's worldwide operations in fine detail. The financial 

activities of the firm are conducted within the framework of these 

plans, and, ultimately, they center on the management of cash flow. 

The basic objectives of the financial manager are to cut costs by 

increasing efficiency, as well as to protect and, if possible, increase 

the value of the firm's financial assets. Three rules prevail: (1) 

funds must be moved to where they are needed; (2) interest costs are 

to be minimized; and (3) exchange risks are to be avoided. In the 

multinational firm, these rules sometimes conflict--exchange risks 

may be avoidable only at the cost of a higher interest rate, for 

example--so that International Money Management (IMM) can become a 

matter of judgement and risk-weighing. Yet neither the objectives 

nor the rules change. In all its other aspects--many of which are 

described in this section of the chapter--IMM, despite its fascinating 

sophistication and complexity, is merely a matter of financial technology. 

(pp. 517-526) 
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That the many participants involved in the international money 

market are capable of generating crisis situations for the international 

monetary system is beyond dispute. As a group, they commanded short

term, liquid assets estimated at about $268 billion at the end of 1971, 

of which the lion's share was under the control of multinational firms 

and banks headquartered iR the United States. This $268 billion, all 

managed by private persons in a private market which is virtually un-

controlled by any sort of official institution, amounts to more than 

twice the total of all international reserves held in all central banks 

and international monetary institutions in the world at the same date. 

These are the reserves with which central banks fight to defend their 

exchange rates. The resources of the private sector outclass them. (531-4b) 

Because $268 billion is such an immense number, it is clear that 

only a small amount of the assets which it measures needs to move in 

order for a genuine financial crisis to develop. With its increased 

efficiency and flexibility, the international money market is fully 

capable of focusing, with telling effect, on a crisis-prone situation--

some weak currency which repels funds and some strong one which attracts 

them. Yet precisely because such a small proportion of the resources 

of the MNCs are needed to produce monetary explosions, one can conclude 

with some certainty that the vast majority of the MNCs can be absolved 

of the charge of "speculation," defined as risking rather than pro-

tecting assets. Either they merely make marginal adjustments to move 

"with the market"--which is a protective rather than a speculative 
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act--or they sit tight while at most a very few of their number move 

large balances about in a speculative manner. (pp. 540-543) 

While it is not appropriate to conclude that speculative behavior 

characterizes the international financial activities of the great 

majority of MNCs, it is appropriate to stress that they have been a 

primary creative force in the growth of the international money and 

capital markets. This is the sense in which the MNCs indeed have 

altered the international realities around which the policies of 

governments--and the international monetary "system" in general--are 

framed. (pp. 544-46) 
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Chapter VI. Technology, R & D, and the multinational firm 

As a group, the multinational corporations based in the United 

States exert an enormous impact on the development of new domestic 

technology. They dominate R&D spending in the United States to the 

extent that their activities virtually determine the amounts and 

patterns of R&D outlays in manufacturing industry. (pp. 555-558) 

The MNCs have also become the principal institutions through 

which technology in its various forms is exported and imported. As 

reflected in massive royalties and fees, U.S. exports of technology 

outweigh imports by a factor of more than ten to one; net inbound 

flows of royalties and fees reached nearly $2.3 billion in 1971, 

with the MNCs accounting for an estimated 90 percent. While net 

payments figures appearing in the royalties and fees accounts of 

the balance of payments cannot be presumed to serve as an adequate 

measure of the amounts of technology that have flowed into and (mainly) 

out of the United States in the past, !f they indicate clearly that, 

in the aggregate and for a number of individual industries, net in~ 

bound royalties and fees are significant indeed relative to total 

R&D spending in the United States. In 1970, for example, they 

were equivalent to about eleven percent of the $17.9 billion 

1/ The payments figures include pro-forma levies against foreign 
affiliates by their U.S. parent companies to support domestic R&D 
budgets; they also include inaccurate and sometimes unrealistically 
low prices attached to licenses and similar technological transfers 
to related and unrelated foreign concerns. Accordingly, there is 
no direct correlation between the amounts shown in the balance of 
payments accounts and the amount of the technology transfer that 
might actually have occurred. 
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spent on R&D by·all industries, and to nearly a fourth of total R&D 

spending ($10.1 billion) financed by company rather than Federal funds. (593-60IJJ 

The high technology domestic industries are. defined as those with 

high levels of R&D spending by the MNCs relative to total domestic sales 

of all firms in those industries. They have shown a strong penchant in 

recent years for putting more new direct investment in place abroad (in 

comparison with investment at home) than have the medium and low tech

nology industries. From 1966 through 1970, new foreign direct invest

ments by the MNCs in the high technology industries were more than 27 

percent as large as their new domestic investments, whereas the com

parable ratios for the medium and low technology industries were 11 

percent and 10 percent, respectively. Thus, new domestic investment 

by the high technology industries still was about 3.7 times as great 

as the MNCs' new foreign investment--but in the medium and low technology 

groups the levels of new domestic investment were nine and ten times 

larger than the amounts of new capital placed abroad. (pp. 562-569) 

Given the MNCs' preponderant roles as both the generators and the 

exporters of U.S. technology, as well as evidence that the technologically 

most advanced industries are investing abroad faster than the less ad

vanced industries, it would seem almost a foregone conclusion that the 

MNCs must have contributed to the United States' declining comparative 

advantage as a trader of high technology products. Yet this is not the 

case according to the available evidence. An examination of U.S. trade 

in 1970 shows that there are fairly strong positive relationships between 

levels of technology in various industries (as measured by R&D intensity) 
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and levels of MNC-related export trade, whereas no statistically 

meaningful relationships can be found with respect to MNC-related 

import trade. More important, however, changes in MNC-related trade 

(new exports and new imports) over the 1966-70 period show that the 

MNCs in the high technology industries have clearly outpaced the non

MNCs as net exporters. (pp. 570-579) 

Although the net export record of the MNCs has been highly favor

able in comparison with non-MNCs in the high technology industries, 

there may have been some erosion of U.S. export markets by the sales 

of MNC affiliates abroad in the high technology industries. Analysis 

of the worldwide market shared by U.S. exporters on the one hand and 

by the foreign affiliates of the MNCs on the other, suggests that the 

erosion that may have come from this source over the 1966-70 period 

probably did not exceed $1.5 billion, or 18 percent of the increase 

in the affiliates' total foreign sales of high technology goods in the 

same period. Thus, the indirect erosive effect was, at worst, small 

relative to the affiliates! total foreign sales of $16.6 billion in the 

high technology group (excluding transportation equipment) in 1970. (579-81) 

There are grounds for an inference that, as a matter of strategy, 

the MNCs do not, on balance, export their first-line technology either 

to their own affiliates or to unrelated foreigners. Rather, this first

line technology tends to be retained in plants at home, to generate new 

exports and compete effectively with imports in the same class. This 

hypothesis "explains" the continued, strongly favorable, direct impact 

of the MNCs on U.S. trade, and it suggests that the large and rapidly 
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rising income from royalties and fees comes mainly from exports of 

technology of a slightly older and less competitive variety than that 

which is retained for domestic use. The rather small MNC-related losses 

in U.S .. dominance of trade in high technology goods that come indirectly 

from their affiliates' foreign sales--losses which are more than offset 

by the gains from the MNCs' direct effects on U.S. trade in the same 

goods--may be due partly to an unavoidable necessity to meet foreign 

competition on the foreigners' home ground. U.S. technological hegemony 

cannot be total, and in a limited number of fields of high technology 

production, other industrial countries have come abreast of U.S. tech

nology to the point where the competitiveness of a few U.S. industries 

in a few lines of production is, at best, marginal. (p. 604) 
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Chapter VII. Impact of the multinational firm on labor in the 
United States and abroad 

As a major force in the United States and world economies, the 

MNCs also have a major impact on labor in the United States and in the 

key industrial countries in which they operate most heavily. As em-

ployers, the MNCs dominate in the United States and have a very strong 

influence in Canada. For other countries, they are less important but 

not negligible. Because their productivity abroad is generally far 

higher than the productivity of competing local firms, the MNCs tend 

to account for a far larger share of total output (sales) in manufac-

turing than of total employment. (pp. 605-634) 

In every country, the MNCs compensate their labor about as well as 

do local firms. There are some variations but no real departures from 

this general rule--except in the United States, where the MNCsgenerally 

are the high-wage employers in their respective branches of manu-

facturing. In Canada, their "match" with local standards is very close 

(probably because the MNCs are so influential that they themselves set 

the standards), whereas in Europe, while the "match" is good, there appears 

from the data to be a slight tendency for the MNCs to under-compensate 

their workers relative to local norms. In Mexico and Brazil, the reverse 

is true; while the MNCs conform generally to local wage standards, they 

appear to pay just a little more in many cases. (pp. 620-629) 

In the United States, the productivity performance of the MNCs is 

about as good as the national average in most industries. Abroad, however, 

it is much poorer than in the MNCs' parents' operations in the United 
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States--but it is considerably better than the national averages for 

the industries and countries in which the affiliates operate. Thus, 

the MNCs' productivity record falls about midway between U.S. levels 

and average levels prevailing abroad.(pp. 629-634) 

Wage levels and productivity measurements are combined in estimates 

of unit labor costs, which constitute probably the best single variable 

to use in measuring the ways in which the MNCs--or any firms--interface 

with their labor. In the United States, the MNCs are high-cost firms. 

Their much higher wages and only average productivity performance re

lative to non-MNC firms in their industries lead to unit labor costs 

that are significantly higher than the national averages.· In the 

industrial countries abroad, however, the MNCs' affiliates show unit 

labor costs that are lower--significantly lower--than those for all 

firms in these countries. At the same time, the MNCs' labor costs in 

most countries are roughly equal to or slightly lower than the all-firm 

average for domestic U.S. industries. In other words, the MNCs abroad 

do not perform very much better, in unit labor cost terms, than is the 

standard for performance in U.S. manufacturing, but in the process they 

obtain a significant advantage over their foreign competition and over 

their own parent firms in the United States, (pp. 634-642) 

The foregoing paragraphs summarize very briefly the first main 

substantive section of this chapter--Part B--which surveys the employment, 

output, and cost factors involved in the MNCs' relations with their labor. 

Part C then moves on to focus on the impact of the MNCs on levels of 

employment in U.S. manufacturing. It presents three separate estimates--
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on three different sets of assumptions--of the net effect which the 

MNCs have had in terms of "job losses" or "job gains." (pp. 645-672) 

In making such estimates of losses or gains, it is essential to 

adopt explicit but artificial assumptions about "'What would have happened" 

if the MNCs had not taken their capital abroad. These assumptions describe 

hypothetical worlds. They have to be concerned with two basic questions: 

(1) In the MNCs' absence, would foreigners (either the locals or 

third-country investors) have taken the place that U.S.-based MNCs now 

occupy as producers? That is, is it necessary to allow for "substitu

tion" of foreign-owned productive facilities for U.S.-owned ones? To 

the extent that substitution is allowed to enter the reasoning, the 

amount of potential job losses has to be reduced because the argument 

has to say that the jobs would have been lost anyway in such a world. 

(2) If the MNCs were not abroad, could U.S. products have captured 

and held the markets that the MNCs now serve--or does one have to allow 

for the possibility that foreign competitors indeed are capable of taking 

markets away from some U.S. producers? (pp. 645-650) 

The first set of estimates presented is the most pessimistic possible 

one. It conforms fairly closely with the premises of the MNCs' critics, 

denying, by assumption, any possibility of "substitution" in production 

abroad, and asserting without equivocation that U.S. goods are totally 

capable of serving every market that the MNCs now serve, at identical 

prices. Under these assumpdons, the MNCs' sales abroad convert to a 

"Gross Job Loss" for the United States equal to 2.4 million jobs. But 
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this loss is offset by certain gains which are specifically attributable, 

under the assumptions, to the operations ~f MNCs. These offsets include: 

(1) U.S. employment required to manage and service overseas affi-

liates·in "headquarters" establishments; 

(2) U.S. employment involved in manufacturing goods exported to 

the MNCs' overseas affiliates; 

(3) U.S. employment required to manufacture goods which satisfy 

the additional foreign demand for U.S. exports that sterns from the 

contribution of the MNCs to the growth of foreign incomes; and 

(4) The employment, in the United States, of affiliates of foreign-

owned MNCs . .!f {'pp. 651-655) 

The sum of these offsets is equal to 1.1 million jobs in rnanufac-

turing. Subtracted from the "Gross Loss" already calculated, they yield 

a "net job impact" of only 1.3 million jobs--even under the extremely 

restrictive assumptions employed to make a first stab at the analysis. 

This 1.3 million figure should be interpreted as an upper bound--the 

outer limit or maximum possible net loss that conceivably could be 

attributed to MNC operations. (pp. 655-662) 

The next set of estimates is based on a relaxation of the first 

assumption--the one about "substitution"--tq allow exactly half of 

the MNCs' overseas investment in each industry to come under the 

1/ Throughout the analysis, the U.S. affiliates of foreign-based 
MNCs are subjected to assumptions symmetrical with those applied to 
U.S.-based firms' foreign affiliates. 
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threat of possible competitive investment by non-United States inter-

ests.lf The analysis still holds to assumption #2, namely that U.S. 

exports can always be fully competitive with any other producer's 

goods. Under this new combination of asswnptions, the net job impact 

drops radically, to a "loss" of just over 400,000 jobs. (pp. 662-667) 

The third set of estimates takes a different approach, by altering 

assumption #2. It says that~ U.S. exports could not take over the 

markets served by the MNCs, on the eminently plausible reasoning that, 

after all, the United States never had a 100 percent share of world 

trade in manufactures anyway. The question is, how much of a share 

should U.S. exporters be reasonably expected to be able to take and 

hold? Note that the analysis tries to build a reasonable "standard" 

against which the performance of the MNCs can be measured. The standard 

that was chosen was the United States' share of the industrial countries' 

exports of manufactured goods in 1960-61 (the average of the two years). 

This is recent enough not to be ancient history, and it characterizes 

a time when the U.S. trade accounts were solidly in the black and 

criticisms of the MNCs were mute if not entirely absent. (pp. 667-669) 

After decision about what the "standard" for U.S. trade performance 

"ought to be" or "would have been," the procedure was to assume that 

U.S. exports could have captured those shares of the affiliates' 

foreign sales implied by the standard--and then to see how many jobs 

1/ Similarly, "SO-percent substitution" applies to foreign direct 
investments in the United States. 
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might have been removed from U.S. manufacturing in relation to the 

gains that the MNCs have provided in the meanwhile. 1/ The analysis 

also returns to the rigid assumption of "no substitution allowed" 

to foreigners. The answer reverses the conclusions of the first two 

estimates. Now, there is a net gain to U.S. employment of approxi-

mately half a million jobs as a result of the MNCs operations. This 

may be the most reaso~able of the three sets of estimates presented. (pp. 669. 

The final section of the chapter--Part D--is a survey and evalu-

at.ion of labor union reactions to the MNCs in the United States and 

abroad. These reactions can conveniently be arranged along a scale 

that runs from "permissive" to "protectionist." In general, organized 

labor movements outside the United States tend toward the "permissive." 

They identify certain faults of the MNCs--particularly their ability 

that results from operating in many places at once to "divide and 

conquer" labor unions in different countries--but foreign labor unions 

generally do not advocate the kinds of restrictions on the MNCs that 

would inhibit continued high rates of international fixed capital flow. 

Large segments of U.S. labor, on the other hand, take the opposite tack 

nd oppose the MNCs' operations--partly because they consider unlikely 

a1. 2ossibility for international labor solidarity or for the emergence 

of i~ternational fair labor standards, and partly because, being the 

unions of the best-paid workers in the world, they see the MNCs as a 

decided threat to job opportunities and high income standards in the 

United States. (pp. 673-685) 

1/ Similar assumptions about foreign export shares are applied to 
foreign direct investments in the United States. 
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Spokesmen for U.S. labor have a coherent, partly documented 

argument which concludes that the MNCs wreak damage to U.S. labor. 

In some of its points, this argument is valid, but it has two main 

faults. First, it tends to lump together into a single package the· 

"MNC Problem" and the "Decline in U.S. Trade Competitiveness Problem." 

An accurate assessment of· both problems depends upon their analytic 

separation, as the materials of both chapter III and the present 

chapter indicate. Secondly, while labor spokesmen have had a com

mendable insight in seeing that the effects of MNC activity on labor 

must be examined "in the small," at as fine a level of industry detail 

as possible, they have proceeded to a general approach with respect to 

policy prescriptions. This approach, if adopted, could throw out 

certain identifiable benefits to labor of MNC activity--and it could 

be too weak to entirely compensate for some equally identifiable costs. 

The costs and benefits have widely variant incidence in different 

industries. (pp. 685-689) 
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Chapter VIII. Legal problems 1/ 

U.S._ and Foreign Antitrust Regulations 

U.S~ antitrust policy.--The United States' approach to antitrust 

regulation in the international arena is governed by four statutes: 

The Sherman Antitrust Act, the Clayton Antitrust Act, the Webb-Pomerene 

Act, and the Federal Trade Commission Act. The Sherman and Clayton Acts 

have generated the greatest amounts of litigation and controversy. (p. 820) 

Sherman was passed in 1890 and aims at maintaining freedom of 

competition in interstate and foreign commerce. Clayton was passed in 

1914 to supplement the Sherman Act. Section 2 of Clayton is the Robinson-

Patman Act of 1936 which generally condemns price discrimination within 

the United States. Section 7 of Clayton is its most important provision 

for purposes of this study; under Section 7, corporate mergers which 

lessen competition may be prohibited. The Federal Trade Commission Act, 

enacted with Clayton, gives the Federal Trade Commission concurrent juris-

diction in dealing with acts which are illegal under other antitrust laws--

acts violative of Sherman, for example. The FTC also has power to curb 

other restrictive trade practices which have not reached the magnitude of 

antitrust actions. The Webb-Pomerene Act of 1918 provides a "carefully 

guarded exemption" from the antitrust laws to certain firms that participate 

in cooperative export associations. Although Webb-Pomerene would seem to 

represent a relaxation of domestic antitrust enforcement, its strict con-

ditions have been viewed as actually reinforcing the Sherman Act. Import-

related antitrust statutes include Section 73 of the Wilson Tariff Act 

1/ As noted in the Preface, the notations at the end of each paragraph 
in-this summary refer to pages in the chapter text (pp. 818 through 930 ) 
where full discussion of the paragraph's subject matter and conclusions 
appear, along with footnotes as to reference sources. 
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which "voids" contracts in restraint of the import trade, and Section 

337 of the Tariff Act of 1930 which prohibits unfair-practices in the 

import trade and under which the President has the power to exclude 

imports. (pp. 821-822) 

The eighty years of the Sherman Act have witnessed a growth in 

the reach of the Act through judicial interpretation to cover parties 

and acts outside of the territory of the United States. This develop

ment has permitted domestic courts to exercise jurisdiction over 

foreign nationals and over domestic corporations domiciled overseas. (p.827ff) 

Under Sherman, the Courts have applied two tests: the "Rule of 

Reason" under which only unreasonable restraints of trade are illegal; 

and the "per se" test under which some acts (such as price fixing) are 

determined to be automatically illegal. A U.S. court can acquire 

jurisdiction over a foreign corporation if that corporation has such 

"minimum contacts" with the United States that the maintenance of the 

suit would not offend traditional conceptions of fair play and sub

stantial justice. (p. 827) 

Once jurisdiction over a foreign corporation is obtained, the 

domestic courts must then decide whether to apply· the substantive 

law of Sherman extraterritorially. Case law development demonstrates 

that American courts will apply Sherman not only to acts taking place 

within the United States, but also to acts occurring outside the United 

States which have proscribed "effects"· on American commerce. Through 

its reliance on the "effects" test, the Supreme Court has authorized 

an almost unlimited extraterritorial application of the Sherman Act. 
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Almost any compiercial enterprise operating anywhere on the globe 

conceivably could have some "effect" on domestic commerce. (pp. 827-832) 

Section 7 of the Clayton Act which is applied against anti

competitive mergers, does not require that a transaction causing a 

prohibited effect occur within the geographical confines of the United 

States. All that is required is that the anticompetitive effects be 

felt within "a section of the country." Thus, Clayton can be applied 

to enforce a U.S. public policy of promoting greater competition in a 

foreign market if the proscribed activities were found to have an anti

competitive effect within the United States. (pp. 832-833) 

Although foreign businessmen express anxiety about entrance into 

the American marketplace out of fear that their worldwide operations 

will be subject to U.S. antitrust regulation, that fear apparently is 

groundless or at least substantially overstated. Mere presence of the 

foreign corporation inside the United States will not subject its 

overseas operations to'U.S. regulation in the absence of a prohibited 

"effect" on U. S. conunerce. (p. 834) 

The United States has created a good deal of international resent

ment by the extraterritorial application of its antitrust laws. In the 

ICI-BNC cases of the early 1950's, a U.S. Federal Court ordered Imperial 

Chemical of Great Britain to re-transfer certain patents to DuPont. The 

British court refused to carry out this order. Thus, an American court 

ordered an act on British soil which conflicted with British law, and 

the British accordingly refused to extend comity to that part of the 

f..mc~ican decree. The Canadianc have also become increasingly hostile 

to any dictates of U.S. courts which would require acts in Canada. (p. 835) 
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International efforts to prevent future antitrust conflicts have 

had some results. The Organization for Economic Cooperation and 

Development (OECD), in 1967, recommended international antitrust 

cooperation, with emphasis on such items as advance notification of 

antitrust action and co-ordination of enforcement policies.(pp. 835-836) 

The United States also has taken steps to ameliorate international 

conflicts. Since the early 1950's, it has entered into a number of 

treaties containing restrictive business practices clauses, and it 

maintains a consultation procedure with the Canadian government. The 

Departments of Justice and State have an informal interagency consul

tation procedure in which officials of the two agencies discuss proposed 

antitrust action among themselves and often with foreign country repre

sentatives. These measures, if actively used, could help to smooth the 

way for continuing international co-operation and prevent some of the 

kinds of conflict between national states that have occurred in the 

past. (pp. 836-837) 

EC antitrust policy.--The European Community (EC) owes its existence 

to the Treaty of Rome of 1957. As the Community grows into a more united 

political and economic entity, Community laws regulating business prac

tices may gain pre-eminence over national laws as businesses transcend 

national boundaries and the wholly European firm develops. Presently, 

a dual system vf national and community antitrust law exists. Each 

member nation maintains its own set of interior regulations, while 

anticompetitive acts between member States are governed by the Rome 

Treaty. (p. 838ff) 
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The European Coal a_nd Steel Community (ECSC) Treaty was signed 

in 1952. It regulates only the relatively narrow field of coal and 

steel production within the European Community. The Rome Treaty pre

served the ECSC Treaty and accordingly provided that its jurisdiction 

would not be infringed. Article 4 of the ECSC Treaty contains a 

general prohibition of discriminatory practices, import and export 

duties, and state aids. Articles 60 and 65 contain the provisions 

regulating competition and competitive practices.(pp. 839-840) 

By far the most important EC antitrust provisions are those 

embodied in Articles 85 and 86 of the Rome Treaty, which apply to 

restrictive practices, discrimination, and market domination. Article 

85 prohibits restrictive agreements and concerted practices. An impor

tant exemption found in Article 85(3) exempts certain transactions 

from Article 85 sanctions if they can be found to stimulate the general 

economy and strengthen the position of member states. Article 86 pro

hibits abuse of a dominant position within the Common Market or a sub

stantial part of it.(pp. 840-842) 

The EC Commission is the antitrust governing body of the Common 

Market; and the Court of Justice of the European Community provides 

judicial review. The Commission receives advance notice of restrictive 

agreements and has the power to amend, approve, or nullify them.(p. 842) 

EC antitrust law is a two-tiered system, including both community 

antitrust law and the antitrust laws of individual member states. The 

EC Commission has exclusive jurisdiction to impose fines and penalties 

for violations of Community antitrust law, while the Commission and the 
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national courts have concurrent jurisdiction to nullify or approve 

restrictive agreements. Community rules generally prevail in cases 

of conflict. The French and German antitrust laws are most similar 

to those of the Community; they employ the same basic approach of 

prohibiting of restrictive agreements, with exemptions in particular 

cases, and of supervising. of market-dominating enterprises. (pp. 841-843) 

One of the most interesting recent developments in EC antitrust 

law is the emergence of Article 86 as the vehicle by which mergers 

and acquisitions are to be controlled. The EC Commission clearly 

favors combinations among European firms to combat the American and 

Japanese multinationals. Article 86 has been promoted as the most 

effective means of permitting such combinations to achieve "dominant 

positions," while curbing mergers which have a flagrantly abusive 

effect. (pp. 845-847) 

In the recent Continental Can case (December 1971), the EC 

Commission applied Article 86 to force Continental Can Co. of New 

York to divest itself of its newly acquired Dutch subsidiary upon a 

finding of abuse of a dominant position. Thus it is possible, given 

this precedent, that Article 86 will in the future see greater use 

in controlling mergers and acquisitions within the Common Market. 

Given the Commission's encouragement of combination of European firms, 

an interesting question concerns what the result in the Continental 

Can case would have been, had Continental Can been a European enterprise.(845-6) 

There is a great philosophical difference between EC and U.S. 

views concerning antitrust. In the United States, an act falling 



64 

within one of prohibitions of the antitrust laws is voided. In the 

EC, however, even though a restrictive.business practice may violate 

treaty provisions, it may still be permitted if it can be seen to 

stimul~te the general economy and strengthen the competitive position 

of member states. (pp. 847-848) 

The European businessman has an apparent advantage over his Ameri

can counterpart in choosing his methods of sale and distribution as 

long as he can show that the restrictive practices engaged in will 

have the effects of increased efficiency and benefit to the economy. 

Decisions permitting certain restrictive practices to exist may be of 

a political rather than a strictly judicial nature. The European 

approach remains one of encouraging the growth of European industry 

to create rivals for the third-country industrial might of the United 

States and Japan. (p. 848) 

Japanese anti-monopoly legislation.--At the conclusion of World 

War II, the Allied powers embarked upon a comprehensive program of 

breaking up the Japanese Zaibatsu (large conglomerate combines con

trolled by families) which had dominated Japanese industry and finance 

before the War. Pursuant to a 1945 Allied directive, the Japanese 

Ministry of International Trade and Industry (MIT!) drafted a 1947 

"Act Concerning Prohibition of Private Monopoly and Maintenance of 

Fair Trade" which, as amended, represents the present Japanese anti

monopoly legislation. (p. 848ff) 

The Act, as originally written, is a comprehensive policy of 

cartel control enforced by the Fair Trade Conunission (FTC)--a quasi-
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judicial agency which exercises its powers independently of the Japanese 

cabinet.(pp. 851-852) 

Unfortunately, the Anti-monopoly Act soon witnessed a relaxation 

of its standards through the enactment of various exemptions. A 1949 

amendment lessened the severity of the prohibitions against holding 

companies and interlocking directorates. A 1953 amendment relaxed 

the prohibitions and restrictions and authorized the formation of 

"depression" and "rationalization" cartels. Various other laws enacted 

after the 1951 Peace Treaty permitted exemption for various types of 

cartels such as those which would prevent "excessive" competition among 

smaller enterprises, cartels for export and import industries, and 

cartels for special rationalization.(p. 852ff) 

From 1952 to 1962, anti-monopoly restrictions were relaxed and 

enforcement activities were curtailed. From 1962 to the present, a 

policy favoring consumer protection has developed. This development 

has been accompanied by an increasing number of cases brought before 

the FTC. FTC decisions are appealed to the Tokyo High Court and then 

to the Japanese Supreme Court. Although Japan certainly has not 

returned to a pre-war, Zaibatsu-dominated economy, the present anti

monopoly legislation does permit cartel development to a far greater 

extent than is permitted under U.S. antitrust laws. (pp. 852-856) 

British antitrust law.--British antitrust law is governed by 

two statutes: The Restrictive Trade Practices Act of 1956 and a 

1948 law which covers export practices and permits the monitoring of 

large firms' activities. A Monopolies Commission deals with situations 



in which one firm or a group of firms controls one-third or more of 

a market, and with restrictive agreements relating exclusively to 

exports. The 1956 Act provides for public registration of domestic 

restrictive agreements concerning goods. Once such an agreement is 

registered, a rebuttable presumption arises that it is contrary to 

the public interest. These agreements may be challenged and defended 

bdt•re a special court. (p. 856ff) 

In practice, consent decrees have been issued to curb restrictive 

agreements; fines for contempt have rarely been levied. Al964 law 

made resale price maintenance illegal and provided for public and 

private civil actions. Certain restrictive practices are permitted 

exemptions. A 1965 law provides for regulation of mergers between 

1arge enterprises through investigation by the Monopolies Commission. (859-60) 

In sum, British antitrust law today is a comprehensive program 

of corporate regulation and consumer protection. The registration 

system demonstrates that some restrictive business practices may be 

tolerated where a furtherance of the public interest can be found. 

Upon full entry into the EC, Britain will also.be bound by the anti

trust provisions of the Rome Treaty. (p. 860) 

Canadian antitrust law.--The basic Canadian antitrust statute 

is the Combines Investigation Act of 1952, as amended. A 1960 Act 

provides that the Attorney General of Canada may institute and con

duct prosecutions under the Combines Investigation Act. (p. 86lff) 

Offenses such as conspiracy and monopoly are classified as 

criminal and, as yet, there does not exist a well-defined private 
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retain the power to compel corporate dissolution or divestiture. (861-62) 

The Canadian Anti Combines Law has been widely criticized as 

ineffective, due to lack of adequate sanctions. Revision of the 

legislation has recently been advocated to foster the emergence of 

large Canadian-controlled firms able to compete with the American 

multinationals which presently dominate the Canadian industrial scene.(p. 863) 

Conclusions.--The United States antitrust laws are based on the 

philosophical premise that a freely competitive economic system is 

the most efficient and most desirable form of society. This view is 

not necessarily shared by America's trading partners and competitors 

who feel that restrictive business practices are not per ~ undesir

able and may, in many instances, be beneficial to economic growth 

and development. (p. 864ff) 

American efforts to regulate the conduct of multinational firms 

through application of antitrust laws internally and extraterritorially 

have in the past engendered both conflict with the laws of other nations 

and criticism by foreign and domestic experts. Foreign nations are 

concerned with what they view as inroads into their regulatory juris

diction by the laws of the United States. (p. 865) 

Because the European, Japanese and Canadian approaches favor 

combination and cartelization of domestic enterprises to compete 

with the U.S.-based multinationals, it seems probable that U.S.-based 

firms will face increasingly stiff competition from foreigh cartels. 

If the continued growth of the American-based multinational company is 
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found to be in· the best interests of the United States, some consider-

ation might be given to new domestic legal approaches to advance this 

goal. ( p. 866) 

Increased international cooperation and discussion may be one 

way of alleviating conflicts with the various antitrust laws of other 

national States, perhaps following the guidelines of the OECD recom-

mendations. No evidence has as yet been presented showing that the 

vigorous application of American antitrust laws either encourages 

American foreign direct investment or discourages foreign investment 

in the United States to any significant degree. (pp. 866-867) 

Tax Issues and the Multinational Corporation 

Historical development of U.S. tax policy.--Except for a few 

notable exceptions, the United States tax treatment of foreign source 

income and of foreign persons has really developed only since the 

enactment of the 1954 Internal Revenue Code* (hereinafter IRC). 

Since 1960, the Congress has wrestled at length with the tax goals 

of encouraging the free movement of capital while attempting to 

secure revenue and balance-of-payments equilibrium. (pp. 868-870) 

Current U.S. tax treatment of foreign source income and foreign 

persons.--The United States taxes its citizens and corporations cur-

rently on all income from foreign sources but allows a credit against 

the U.S. tax for foreign taxes paid where the income is earned. If 

a U.S. corporation operates abroad through subsidiaries, taxation 

*Note: All citations are to the 1954 Internal Revenue Code, as 
amended (!RC), unless otherwise specified. 
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occurs as the income is repatriated from the subsidiaries as dividends, 

interest, service charges, or in any other form. The American tax 

approach aims at tax neutrality for investment and thus at taxing 

foreign investment income at a rate at least as high as the prevailing 

U.S. tax rate.(pp. 870-872) 

Jurisdiction to tax.~-The broad power of the U.S. government to 

tax is limited only by the Constitution. Practical problems involve 

enforcement of domestic decrees extraterritorially and foreign govern

ment objections. The United States presently has jurisdiction to 

impose taxes on U.S. citizens, resident aliens, and domestic corpora

tions based on their worldwide income.(pp. 872-873) 

The foreign tax credit.--The credit against U.S. taxes for foreign 

taxes paid in the source country where income is earned developed out 

of a congressional recognition of the unfairness and discrimination 

involved in double taxation of income. Tax credits have been in the 

law since 1918, and have been restricted since 1962.(pp. 874-875) 

Elimination of tax avoidance.--The present Section 482 of the 

1954 IRC, as amended, seeks to prevent the use of "tax havens" by 

using foreign "base companies" incorporated in low tax jurisdictions. 

Under 482, the Internal Revenue Service Commissioner is granted power 

to consolidate accounts of related corporations to curtail tax avoidance 

through the shifting of profits among related companies. ImmP-nsely 

complex regulations issued by the Treasury in 1968 attempt to define 

an "arm's length" standard for intercorporate transactions.(p. 875ff) 
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Subpart R (!RC· s~c. 952, hereinafter referred to as Subpart F) 

represents a limited exception to the general rule that profits of 

controlled foreign subsidiaries are taxed only as those profits are 

repatriated. In the case of certain "Subpart F Income"--income from 

controlled foreign corporations set up for the purpose of securing 

tax deferral on profits not resulting from the active conduct of a 

trade or business--the U.S. shareholders are taxed on that income 

regardless of repatriation. Certain exceptions from the harsh 

Subpart F treatment occur in the case, for example, of certain 

corporations in less developed countries. (pp. 877-879) 

Prior to 1962, earnings of foreign corporations repatriated 

pursuant to a taxable liquidation, sale or exchange were taxable 

at capital gain rates. Section 1248, IRC--originally a part of the 

1962 Revenue Act--treats such repatriations as dividends and subjects 

them to the higher rates for ordinary income. (p. 879) 

Prior to 1962, it was possible to receive capital gains treatment 

for certain exchanges with a foreign corporation of a patent or like 

property described in Sections 351 and 361. Section 1249, enacted in 

1962, subjects gain received from the above exchanges to ordinary in

come treatment.(pp. 879-880) 

Section 367 permits tax-free transfers of property (including 

technological property) from a U.S. parent to a foreign subsidiary 

in certain situations if an advanced ruling is obtained from the 

Treasury. There must be no primary purpose of tax avoidance.(p. 880) 
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Interest equalization tax.--The Interest Equalization Tax of 1963 

(IET) (see !RC Secs. 4911-.4931) was designed to curtail American foreign 

portfolio investment and thus reduce the amount of investment capital 

leaving the country. The !ET is a tax, ranging from zero percent to 

a maximum of 22.S percent, payable by U.S. citizens or corporations 

on the acquisition of foreign stock or debt obligations. (p. 881) 

Less developed countries and Western Hemisphere trade corporations.-

Investments in less developed countries (LDCs) are congressionally favored 

and receive many advantages, such as relief from Section 1248, Subpart F, 

the !ET, and a more favorable method of tax credit calculation. Western 

Hemisphere trade corporation tax preferences have been on the books since 

1942 and were originally designed to increase industrial development in 

Latin America. Exporters who have separate manufacturing facilities in 

Latin America currently derive the most benefit from these preferences.(882-84: 

Taxation of income of U.S. citizens earned overseas.--U.S. citizens 

who live overseas for certain specified periods of time receive annual 

exemptions from U.S. tax under Section 911 of the !RC. (p. 885) 

Taxation of foreigners.--Generally, the United States taxes income 

of nonresident alien individuals and foreign corporations only as that 

income is earned from sources within the United States. The Foreign 

Investors Tax Act of 1966 applies normal tax rates only to income of 

foreigners and foreign corporations, "effectively connected with a 

trade or business within the United States"; a flat rate is applied 

to other income. The United States can now tax income of foreign 
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persons or corporations as long as that income is "effectively 

connected" within the meaning of !RC Section 864.(pp. 885-886) 

Domestic international sales cotpotation.--The Domestic Inter

national Sales Corporation (DISC) is now embodied in IRC Sections 

991-96. The DISC aims at increasing U.S. exports through granting 

tax deferral under certain circumstances to qualifying U.S. corpora

tions engaged in exporting.(p. 887) 

The IRC sections set out the requirements for qualification as 

a DISC. The typical DISC is a subsidiary of a parent manufacturing 

corporation. As loans from DISC to parent are permitted, the parent 

can take advantage of tax deferral. It is as yet too early to assess 

the impact of the DISC on U.S. exports, the balance of payments, and 

MNC operations.(pp. 887-889) 

Tax treaties.--Tax treaties generally aim to eliminate double 

taxation and other foreign investment problems. Th~y attempt to 

remove tax barriers to the international flow of capital, the move

ment of people, and the dissemination of technical knowledge. Tax 

treaties can assure uniform taxation of the multinational corporation 

and can cure current jurisdictional problems. (pp. 889-891) 

The OECD draft model tax treaty of 1963 represents a first step 

in international cooperation in the complex international tax field. 

It revolves around the concept of a "permanent establishment" of a 

business for taxation purposes and can usefully serve as a model for 

future multilateral treaties. The United States currently has in 

effect some 23 bilateral tax treaties. (pp. 891-900) 
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Tax treaties attempt to achieve neutrality--in that investment 

policies are considered without regard to tax consequences--and 

equality--equal tax treatment of taxpayers who are in similar situa-

tions within the same jurisdiction. Several proposals exist con-

cerning the optimum international tax treaty. (pp. 893-894) 

United States tax laws in the foreign area have been criticized 

from.points of view both favoring and discouraging foreign investment. 

A discussion of some possible alternatives to the present U.S~ approach 

is found in the body of the text. (pp. 901-908) 

Jurisdiction of International Tribunals in Foreign Investment 
Controversies 

International tribunals, such as the International Court of Justice 

of the U.N., adjudicate controversies between nation states. Private 

parties may have claims brought before international bodies if the 

State of their citizenship is willing to espouse their claim. Juris-

diction over any dispute depends on the consent of the states involved 

to permit adjudication by an international organization and to be bound 

by any decision. States which consent to jurisdiction often have the 

habit of attaching qualifying clauses to their declarations of consent 

which can effectively vitiate any decision on the merits. (p. 909ff) 

An international tribunal has the right to determine its own 

jurisdictional scope. A party cannot lay its claim before an inter-

national tribunal until it has exhausted its local remedies. Practical 

problems with international tribunals include the lack of judicial 

review of decisions, the high cost of litigation, the diverse back-



74 

grounds of judges (which make a unified legal approach difficult), 

and, most importantly, the lack of power to enforce decrees.(pp. 909-916) 

A principal area of future consideration in formulating effective 

policies to deal with disputes involving multinational corporations is 

the establishment of an international tribunal or tribunals vested with 

specific compulsory jurisdiction and compulsory enforcement power. 

This concept, however, poses great problems in that national states 

are unwilling to relinquish any of their sovereign power. The greater 

utilization of existing international judicial and arbitral facilities 

might be another alternative.(pp. 916-918) 

Extraterritoriality of the Securities and Exchange Act 

The Securities and Exchange Act of 1934 provides for measures to 

ensure the financial safety of investors in the securities markets 

through imposing registration and reporting requirements and attempting 

to prevent market manipulation, misrepresentation, "insider" trading, 

and other fraudulent transactions.(p. 919ff) 

Section 30(b) of the SEC Act provides for an exemption from 

extraterritorial application of the Act in the case of persons con

ducting a business in securities outside the United States. The 

courts have held that 30(b) does not provide. a blanket exemption; 

and dealings on an American exchange by foreigners may result in the 

application of the Act, Foreign issuers of securities may also be 

bound by the registration requirements of Subsection 12(g) of the 

Act if their issues of securities meet its criteria. (pp. 920-924) 
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Thus the SEC Act can apply extraterritorially to isolated acts 

outside the United States which have prohibited effects within the 

United States. The multinational corporate entity which desires to 

issue securities in the United States or which desires to participate 

in isolated transactions in United States securities may find itself 

subject to the requirements of the Securities and Exchange Act. (p. 923) 

U.S. Foreign Direct Investment Controls 

In 1968, mandatory limits were placed on U.S. foreign direct 

investment in an effort to counter growing balance-of-payments 

problems. The controls are managed by the Commerce Department's 

Office of Foreign Direct Investment (OFDI). (p. 925ff) 

In general, the controls set limits on the amount of investment 

which can be made by U.S. investors in foreign business organizations 

during a calendar year. The regulations also prohibit holding certain 

"liquid foreign balances" of cash and impose reporting requirements. 
(pp. 925-930) 
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CHAPTER I 

INTRODUCTION 

Genesis of the Study 

On March 31, 1971, Senator Russell B. Long, Chairman of the Commit

tee on Finance of the U.S. Senate, announced the establishment of a Sub

connnittee on International Trade, to be chaired by Senator Abraham 

Ribicoff, to examine policy questions associated with the shaping of a 

new international trade program for the United States. His announcement 

stressed the problem of unemployment in the United States, coupled with 

increasing imports and with the construction of overseas factories by 

U.S. multinational companies. 

Senator Ribicoff, on April 21, 1971, requested the Tariff Commis

sion to make four studies dealing with important issues in the field of 

foreign economic policy. One of these was to examine "The implications 

of multinational firms on the patterns of world trade and investment and 

on United States trade and labor." 

The Tariff Commission instituted the requested study (Investigation 

No. 332-69) under section 332(g) of the Tariff Act of 1930, as amended, 

on April 30, 1971. Notice of the investigation was published in the 

Federal Register of May 5, 1971 (87 F.R. 8419). 

The recent intense public interest in multinational companies has 

become focused in a strong clash of views, which is reflected in public 

discussions of the issues. Opponents of multinational business argue 

that corporations now expand overseas not so much to develop new markets 
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as to take advantage of cheap foreign labor to manufacture goods that 

are eventually sold in the United States or that are sold abroad but 

could have been exported from U.S. factories. Since the technological 

and management expertise that U.S.-owned companies have abroad is equiv

alent to that in U.S. plants, say the critics, the effect is to deprive 

U.S. workers of their normal productivity edge and ultimately of their 

jobs. The U.S. worker allegedly suffers a double loss--once when his 

plant is closed as production moves overseas, and again when imports 

from the new foreign facility replace U.S. domestic output from firms 

that have stayed at home. 

Friends of the multinationals argue that the main reason plants are 

built abroad is that when the market for a product in a foreign country 

grows large enough to support a local plant, failure of the U.S. company 

to build that factory will result in its construction by a U.S. competitor 

or a foreign company--national or multinational. Supplying the foreign 

market by exports from the United States often is not considered a prac

ticable alternative owing both to relatively higher costs in the United 

States and to the various trade barriers in the count.ries concerned. 

Industry leaders thus argue that if the U.S. multinational companies are 

forced to pull back within the U.S. borders they may not remain compet

itive with the leading foreign companies, and industrial leadership may 

pass to European or Japanese hands. This essentially defensive argument, 

moreover, is supplemented by a more positive one--that overseas foreign 

investment and the output associated with it tend to produce faster 

economic growth and rising levels of trade and ~ployment for the world 
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as a whole. "As a result, all parties gain: the country of the parent 

corporation, the host country, and even third countries which experience 

spillover effects. 

The purpose of this study, as outlined by those who requested it, 

is to analyze the pros and cons of multinational business, with emphasis 

on its costs and benefits for the United States. A study of this sort 

not only must measure the impact of multinational business in an aggre

gate sense--on U.S. employment, economic and technological strength, and 

relations with other countries--but also must delve beneath the aggre

gated measures and examine the full spectrum of multinational business 

in sufficient detail to provide an adequate perspective on the entire 

issue. Whatever one's views on the multinational corporation (MNC) may 

be, 1t is beyond dispute that the spread of multinational business ranks 

with the development of the steam engine, electric power, and the auto

mobile as one of the major events of modern economic history. Social 

and economic developments of this magnitude always entail a mixture of 

benefits and costs. Whether the balance in the aggregate turns out to 

be on the "benefit" or the "cost" side, a detailed perspective is needed 

for an understanding of precisely where the gains and losses are, so that 

public policy can be framed to preserve the gains and minimize the losses. 

Limitations of the Research 

Despite its bulk, this study must be construed as only a first 

attack upon a research problem of great scope and complexity. In many 

respects it is lacking in definitiveness and comprehensiveness. These 
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are deficiencies which can be rectified only through ongoing research-

research which is now possible, using the valuable new collection of 

data developed by the Bureau of Economic Analysis of the Department of 

Commerce and now available in the Tariff Commission. Opportunities for 

further work abound both within and beyond this data collection. Among 

them, two examples are particularly apparent from the present study: 

1. The need for a far more comprehensive study of the 

international legal implications of multinational 

business--a study which could be broken into 

parts, but which, in its totality, might occupy 

the attention of a team of legal scholars for 

many years; and 

2. The need for major research on the effect of multinational 

business on U.S. trade and employment in specific 

industries. Chapters III and VII of this study clearly 

reveal that the differences in these effects as among 

industries are very wide--so wide, in fact, that 

calculations of "net" effects for all industries 

together, while not necessarily misleading, may not 

properly identify areas of concern for public policy. 

There are many other possibilities. For example, the section 

dealing with taxes in chapter I.v(pp434-35) relies heavily on homogenized 

data from the accounting records of the reporting concerns. Consider

ably more work is needed, including an analysis of differences in tax 

structures among host countries and the United States, the use of tax 
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holidays and other tax incentives for new investment by various coun

tries, and the implications of tax rebates granted by foreign govern

ments on exports of U.S. investors abroad. Other worthwhile projects 

might involve (a) an evaluation of the extent to which the reported 

values of U.S. exports and imports (py commodity group) are being influ

enced by the growing importance of transfer-pricing in trade among 

affiliated parti.es, and (b) the degree of concentration both in exports 

and imports as a result of the growing importance of the MNCs. Research 

into the magnitude of affiliates' trade with third countries, inc1uding 

Communist countries, would have merit. 

Definition of 11multinational firm11 

The terms 11multinational" and "internati.onal11 have been used inter

changeably in discussions of corporations with international operating 

interests. In the early postwar years these terms referred mainly to 

firms with a high percentage of foreign sales, which then were mainly 

exports from the home country. Later the definition became less precise 

as economists perceived the growing importance of foreign sales from 

direct foreign investments as opposed to exports. Today the term 

"multinational11 is coming to be reserved ~or the relatively large compa

nies that control most foreign investment. Multinational corpor.ations 

also are often characterized by their large financial resources and 

unique management capability, which gives them the ability to exploit 

profit opportunities in almost any part of the world. 
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Multinational (or international) companies are classified by type 

of operation as service, resource-oriented, or manufacturing firms. 

Service corporations include internatienal traders; construction compa

nies; utilities; banks; insurance companies; steamship, airline, and 

hotel corporations; accountants; consultants; and other financial firms. 

Resource-oriented companies include mining, smelting, and oil companies, 

and·those concerns producing timber or agricultural products. Manufac

turing companies are those primarily engaged in production of and trade 

in manufactured products beyond the extraction or primary processing 

states. 

It is difficult to define a "multinational company" precisely, 

because no quantitative limitations have ever been associated with the 

term. The typical multinational company is one with net sales of $100 

million to several billion dollars. Direct foreign investment in manu

facturing facilities in a number of foreign countries usually accounts 

for at least 15 to 20 percent of the company's total investment. 

"Direct" is generally thought to mean at least a 25-percent participation 

in the share capital of the foreign enterprise, i.e., a large enough 

share to imply operational control of the enterprise rather than port

folio investment. However, the published U.S. Department of Commerce 

data are based on equity holdings as low as 10 percent. In the mind of 

the public, these data for U.S. direct foreign investment are synonymous 

with U.S. multinational company foreign investment. 

To European economists and analysts, a multinational company's 

direct investment is generally considered to be at least 20- to 25-
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percent participation in the share capital. Another widely accepted 

definition of 11multinational company" is one which has a 25-percent or 

greater foreign content, defined as assets, employment, or income engen

dered from production abroad. 

Additional ambiguities exist. For years some U.S. companies con

sidered their Canadian investments to be essentially the same as U.S. 

investments and in their annual reports the term 11foreign" referred to 

countries other than Canada. In the large Harvard Business School Multi

national Enterprise Project, U.S. multinational companies were considered 

to be those in the Fortune "500" list with operations in at least six 

foreign countries; operations were not limited to manufacturing only. 

Today this would mean their annual sales would exceed $170 million. 

Various definitional refinements have been proposed by several 

authors, and the field is replete with its own specific jargon. One 

definition describes a "transnational" company as one which operates in 

several countries but which compartmentalizes these activities rather 

than strategically planning and cont;rolling its growth on a truly global 

basis as does the multinational company. Howard V. Perlmutter talks 

about ttethnocentric, u "polycentric," and "geocentric" companie.s. "Eth

nocentric" refers to a company which estab.lishes itself abroad after a 

period of exporting but in which the foreign units are strongly governed 

from the home headquarters. The 11polycentric 11 stage arrives when 

increased independence is given to the various national units, which 

function within a framework worked out in headquarters; now, the foreign 

units produce mainly for local markets. A "geocentric" company has 
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finally grown away from close identification with its country of origin 

and operates on a global scale from several large centers; both parent 

company and subsidiaries sell worldwide. 

The broadest possible definition includes all firms~industrial, 

service, and financial--doing international business of all types, 

within a myriad of organizational structures. This obviously is too 

broad a categorization to have real content or operational usefulness 

for the study. Hence, to reduce the definitional problem to manageable 

proportions--

The study will focus on all U.S. firms engaging in foreign 
direct investment in production facilities. Foreign-owned 
firms making direct investments in the United States are 
considered only in terms of their impact on U.S. employment 
(chapter VII). Greatest stress will be placed on manufac
turing enterprises, which are the most important and rele
vant to the objectives of the project. 

Th.is definition allows coverage of the great majority of multi-

national firms, and the most important ones in terms of their quanti-

tative and social impact on the U.S. and world economies. It also in-

eludes those kinds of firms which allegedly create the big problems and 

cause the greatest uproar in national and international debate. 

The study will place lesser emphasis on two main groups of MNCs: 

the resource-oriented, extractive firms (e.g., the oil companies), and 

service as well as financial enterprises--hotels, banks, insurance 

companies, accounting firms, consultants, and the like. However, 

selected data for and analysis of these understressed kinds of MNCs will 

be introduced where essential or especially appropriate. For example, 

chapter V, which discusses financial questions, .will -consider the 
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fically include all MNCs, of whatever type~ in an attempt to present a 

picture of how multinational business in general affects the inter

national tram.actions of the United States and a number of key foreign 

countries. 

Method 

The analytic thread that runs through much of the study is to con

sider the trade, investment, and financial behavior of the multinationals 

in the framework of balance-of-payments analysis, comparing the perform

ance of the multinationals with their impact on national balances of 

payments--for both the United States and key foreign countries. This 

approach has a threefold purpose: (1) To provide a convenient and 

highly useful way of organizing the data; (2) to present the data in a 

form that can be readily compared with available~ widely used, and more 

or less widely understood statistics on national balances of payments; 

and (3) to summarize and highlight the main elements of multinational 

activi~y as they impinge upon national economies. Subsequent analysis 

of the separate parts of these balances of payments---each of which cor

responds to a discrete type of economic activity-4.-rill lead to more 

detailed discussion of important points. 

Chapter 1 is the only portion of the study which violates some of 

the canons of definition and method set forth in the preceding two 

pages. It is basically introductory material for the study as a whole. 

As such, it needs to be rather more freewheeling and less rigorous than 
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the analytic parts of th.e study, in order to convey at the outset the 

sweep of the topic at hand, as well as to cite and then focus on the 

important issues. Throughout the chapter, however, the terms "investor" 

and "investment" refer primarily to "direct" investment capital-i.e., 

investment connected with the acquisition or control of productive 

facilities outside th.e home country. "Portfolio" investment, or the 

purchase of securities when no intention of acquiring or controlling a 

productive enterprise exists, is rarely mentioned or discussed~with the 

notable exception of the brief dit;lcussion of European investments in the 

United States. 

Chapter II is the first of the more rigorous analytical chapters. 

It is concerned with presenting an overview of the basic trade and pay

ments data for the United States and other countries. Chapter III pro

ceeds to a more detailed discussion of trade. Chapter IV covers invest

ment behavior. Chapter V discusses international financial and monetary 

developments and problems, and the role of the multinational firm in them. 

Chapters VI and VII discuss technology and labor, respectively, and thus 

represent a still further extension of some of the analysis and probing 

of chapters III and IV. Chapter VIII then picks up an important strand, 

covering the national and international legal questions raised by the 

multinationals' activities. 

The principal chapters containing mainly economic analysis (i.e., 

chapters II through VII) are structured more or less as follows: First, the 

relevant data are presented to facilitate comparison of the MNCs' -activ

ity with the performance of economies as a whole in the subject area 
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under study~e.g., ·trade, investment, employment. The intention here is 

to gain some understanding of the weight of MNC activities in the various 

areas of economic life wit~ which the study is concerned. Second--and 

perhaps more important for the purposes of reaching conclusions--the 

work moves beyond mere comparisons to apply various analytic techniques 

(~nder appropriate assumptions) in an effort to find cause-and-effect 

relationships between what the MNCs have done and the overall economic 

results. 

Primary stress is laid on developments affecting the United States. 

However, considerable attention is also given to foreign countries and 

U.S. economic relations with them. The focus here is on seven countries 

which together account for about three-quarters of U.S. direct investment 

abroad: Canada, Mexico, Brazil, United Kingdom, France, West Germany, 

and Belgium. Data and analysis relating to Japan and LDCs such as 

Taiwan and South· Korea also are introduced where appropriate. 

Sources of Data and Information 

The key input for this study is a special breakdown of industry and 

multinational company data made for the Tariff Commission by the Bureau 

of Economic Analysis (BEA) of the Department of Commerce. Most of this 

information is new and has not previously oeen published. In addition, 

the study draws on regularly published statistics of U.S. and foreign 

government agencies, industry groups, and international agencies (Inter

national Monetary Fund, International Bank for Reconstruction and Devel

opment, Organization for Economic Cooperation and Development, United 
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Nations, European Communities); on hundreds of recently published books 

and articles; on field-trip interviews and other personal contacts with 

leading authorities in the field, U.S. and foreign government officials, 

European Community (EC) officials, businessmen, bankers, and labor 

leaders both in the United States and abr,oad; and on the many special 

reports and studies of multinational business that are streaming into 

print as a result of recent intense interest in and controversy about 

the subject. 

The BEA data cited in the preceding paragraph are derived from two 

surveys of U.S. direct investors abroad. These surveys covered 1966 and 

1970, the former being a complete census of the "universe" of direct 

investors--3,400 firms with 23,000 foreign affiliates--and the latter a 

sample survey. The sample for 1970 covered 298 parent enterprises with 

5,200 majority-owned foreign affiliates. ];./ Because the 298 parents of the 

latter group are the large firms which tend to predominate in the foreign 

direct investment field, the sample data represent a large proportion of 

the universe data, even though, when matched against the 1966 census as a 

benchmark, they account for only about 6 percent of all parent enter-

prises and their affiliates account for only some 23 percent of all af-

filiates. For example, in 1966 that portion of the universe which 

"matches" with the firms in the 1970 sample accounted for 52 percent of 

total assets and 65 percent of total sales of foreign affiliates of U.S. 

firms, 71 percent of all MNC-related U.S. exports, and 72 percent of all 

1/ A majority-owned foreign affiliate (MOFA) is defined as a foreign 
corporation in which a single U.S. parent (and/or its affiliates) hold a 
SO-percent or greater voting interest. 
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MNC-related U.S. iinports. The sample data were used to derive universe 

estimates for 1970 by a simple blowup procedure which increased the 

1966 universe values according to ratios obtained by comparing the 1970 

sample values with the matched sample values in the 1966 census. Indi-

vidual figures thus obtained were then examined for reasonableness and, 

if necessary, corrected to eliminate errors. lf 

The BEA figures are comprehensive, covering almost all aspects of 

MNC operations that are of interest in this study. Included are figures 

on trade flows generated by the MNCs, domestic and foreign employment, 

payroll costs, sales, net income, tax payments, total assets, fixed as-

sets, research and development (R&D) expenditures, and a host of related 

items. Most important, however, the data permit, for the first time, 

analysis at a fairly extensive level of disaggregation by industry and 

geographic area. Each of the data series provided to the Tariff Commis-

sion by BEA for 1966 and 1970 allowed for entries covering 53 separate 

industries--of which 38 were branches of manufacturing--and 17 countries 

or areas (including the United States). The present study uses much of 

these data, but it is safe to say that the material prepared by BEA has 

been far from fully exploited. 

Like all data collections of this ma~nitude and scope, this partic-

ular one produced problems of consistency and accuracy as the task of 

1/ A common "error" was an excessively large blowup caused by very 
fast growth in a sample cell where the number of firms was small. Not 
all such errors could he corrected, of course, because, if small, they 
could not be identified as "unreasonable. 11 Hence, there may be some 
residual bias--in an upward direction--for the estimates.used for 1970 
in some of the data series. 
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processing the information for use went forward. Areas in which these 

problems were especially acute are cited and discussed in the appropri-

ate sections of the study. 1./ On balance, however, the data have proved 

to be remarkably resilient and amenable to analysis. The role of BEA in 

the Department of Commerce, the collector and principal processor of the 

data, should be singled·out here for special praise. 

Origins and Growth of International and 
Multinational Business 

Long before the industrial revolution, international financial 

institutions originated with the famous banks of the 14th and 15th 

centuries in Mediterranean cities such as Venice, Genoa, and Barcelona, 

and with the marine insurance concerns which served the 15th century 

Italian traders. In later centuries the locus of international finan-

cial activity shifted to northern Europe. The Bank of Amsterdam was 

organized in 1689 to finance the Dutch East India Company; it was liqui-

dated in 1819. The Compagnie d'Occident was organized in France in 1717 

to trade with Louisiana and later reorganized as Compagnie des lodes, 

with a monopoly of foreign trade and the right to form customs; it col-

lapsed in 1720 as a result of John Law's notorious financial activities. 

In the 19th century German banks were active in establishing subsidiaries 

in Italy, Rumania, Bulgaria, the Far East, and South America. During the 

same period, German merchant bankers--preeminently the Rothschilds--

extended their activities and influence throughout Europe. 

y See especially pp 267 througb271 in ch. III and pp 1506 througl{()7 in 
ch. VIL 
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The 19th: century, however, saw London develop as the world's most 

important financial center. Much of the early economic development of 

the United States~the canals and early railroads, for example--was 

financed with capital raised in London. Banks controlled in London were 

established throughout the British colonial empire, such as the Bank of 

British West Africa, Barclay's, and the Chartered Bank of India. Lloyd's 

of London, organized as an insurance concern in the early 18th century, 

continues to operate today as a worldwide organization unde~Jriting al

most any type of hazard. 

International trading companies had their origins in th~ 17th 

century, when national trading companies were given charters to promote 

world trade on a monopolistic basis. Among the best known were the 

various East India companies chartered by Holland, England, Denmark, 

Spain, Austria, and Sweden. By far the most successful was the British 

East India Company, which was granted a charter by Queen Elizabeth in 

1600. The charter conferred a monopoly on England's East India trade, 

with further authority to make and enforce laws in the territory. The 

British East India Company met substantial competition, particularly 

from the Dutch East India Company; however, England's dominant position 

as a naval power and its military conquest.s in India helped the company 

to become the wealthiest and most powerful world trading company of the 

17th and 18th centuries. The company continued operation under charter 

renewals; its monopoly on trade was ended by legislative action in 1813, 

and its possessions were transferred to the Crown in 1858. 
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The major trading company operating in America at the time was the 

Hudson's Bay Company wflich was granted a charter in 1670. The charter 

granted the company a monopoly on trade of all lands in the Hudson Bay 

area and its tributary waters, along with land grants, legislative pre

rogatives, and judicial authority in the areas controlled. The Hudson's 

Bay Company met competition from a private company, the Northwest Fur 

Trading Company of Montreal. The two companies were amalgamated and 

continued operations in the area until 1869, when most of the land 

claims and rights of government were surrendered to the Crown. Although 

the company ceased to exist as a charter trading company, it has contin

ued operation as a merchandising concern and now operates department 

stores in major Canadian cities. 

International traders are no longer preoccupied with commodities 

such as tea, spices, silk, furs, and rum. Nevertheless, many of the 

international trading procedures and institutions developed by the 

colonial trading companies form the preceoents for modern international 

trade. 

The industrial revolution in Europe and in the United States during 

the 19th century generated a demand for raw materials which could not be 

supplied from local sources. The need for exploration and development 

of mineral and oil resources in remote parts of the world resulted in 

the organization and growth of the international resource-oriented compa

nies; many of the companies which were so organized in the 19th century 

have grown into important present-day multinational concerns, which are 
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exemplified oy companies such as the following: 

Anglo American Corp. of South Africa (European) 
Charter Consolidated (European) 
Pechiney (European) 
Standard Oil (United States) 
Royal Dutch Shell (.European) 

As the industrial revolution spread with gathering strength through-

out Europe and North America, manufacturing enterprise emerged as a 

potential new force in international business. Until about 1900, how-

ever, manufacturers in the industrial countries were concerned chiefly 

with developing their domestic operations and markets, limiting their 

foreign activities mainly to exports--often via the great trading compa-

nies and with the help of the international bankers of London. Inter-

national investment activity by manufacturing concerns was not a pre-

dominant characteristic of transnational business life until well into 

the present century. The merchants and the bankers held sway. 

By 1900, however, signs of change were visible. In the important 

industrial countries--the United States, the United Kingdom, and 

Germany, especially--a few manufacturing companies had grown to the 

practicable limits of their national markets, which forced them to look 

more carefully beyond their own national borders for market growth 

potential and which at the same time permf.tted them to handle foreign 

trade activities on their own, without the help of specialized merchant 

concerns. Both the incentive to invest abroad, as an alternative to or 

substitute for complicated and risky international trade, and the long 

decline of the great merchant companies were thus established. At the 

turn of the century, U.S. manufacturing companies which were operating 
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abroad already included such well-known names as National Cash Register, 

Eastman Kodak, Singer, Quaker Oats, and General Electric. 

During the early 1900's the nwnber of affiliates began to grow, but 

the growth. remained limited in scope prior to World War II. It is esti-

mated that in 1940 private investment by U.S. parents in foreign facili-

ties amounted to about 9 percent of present U.S. investment abroad, with 

a book value of about $7 billion. Some of the larger pre-World War II 

international companies which have grown into substantial multinational 

concerns include the following: 

Caterpillar Tractor Co. 
Chrysler Corp. 
Firestone Tire & Rubber Co. 
Ford Motor Co. 
General Electric Co. 
General Motors Corp. 
International Business Machines Corp. 
International Harvester Co. 
The Singer Co. 
Coca Cola Co. 
Eastman Kodak Co. 
National Cash Register Co. (~CR) 

Quaker Oats Co. 

While U.S.-based multinational manufacturing activity did in fact 

arise during the first half of the present century, the international 

investment field nevertheless remained more or less the preserve of the 

Europeans. As recently as 1950, for example, European direct invest-

ment in the United States exceeded U.S. direct investment in Europe by a 

few hundred million dollars, Many large European companies had existed 

as models of multinationalism for decades. The foreign list includes 

such organizations as Royal Dutch-Shell, Unilever, Nestle, the German 

chemical companies, and the Swiss drug companie~ (e.g., Ciba, Geigy, and 



94 

Hoffmann-LaRo-che).· Eve+i so, European criticism of the alleged encroach-

ment of U.S. manufacturing enterprise was heard even before World War 1, 

with the rhetoric hardly diffe]."ent from th.at heard today. A book called 

American Invaders was written by one F.A. McKenzie in London in 1902. 

Mr. D. Ludwell published under the title America Conquers Britain in 

1930. 

Magnitude and Patterns of the Expansion of Multinational 
Enterprise Since World War 11 

The multinational company as we know it now "arrived" after World 

War II. It is characterized by many as a large manufacturing company 

which is concerned with moving not only merchandise but also capital, 

technology, and management across the national boundaries of its home 

country. Many lists of the most important multinational firms comprise 

about 300 companies, of which roughly two-thirds are U.S.-based. 

The book value of U.S .• direct foreign investment has grown continu-

ously and rapidly since World War 11, rising from $11.8 billion in 1950 

to $32.0 billion in 1960 and to $78.1 billion in 1970. Moreover, among 

the primary commonly used indicators of world economic activity, the 

figure for direct investment by U.S. firms has grown more rapidly than 

the others (table 1). It has outpaced the expansion of the aggregate 

.Gm'·of the industrial countries. In the years through 1960, it was well 

ahead of the growth of world trade; in the decade 1960-70, it kept pace 

roughly .with the expansion of international trade--which not only was 

itself much more lively than in the previous decade but also was begin-

ning to reflect international exchanges of output from international 
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investments already in place. Crude estimates indicate that there is 

roughly a 2-to-l relationship between output values and asset values for 

direct investment capital. On this basis, output resulting from flows 

of direct investment capital to the industrial countries (the United 

States included) accounted for between five and ten percent of the total 

increase in aggregate GNP of these countries between 1960 and 1970. 

Table 1.--Growth in trade, GNP, and foreign investment 
of industrial countries, 1950 to 1970 

(Amounts in billions of dollars) 

Economic indicator :1950 :1960 :1970* ::Average annual growth (%) 
• :: 1950-1960 1960-1970 

World exports-----------------: 60 
U.S. exports (f.o.b., 

merchandise)----------------:10.3 
U.S. imports (c.i.f., 

merchandise)**--------------: 9.6 
Exports of other industrial 

countries***----------------:26.5 

.. . . 
128 310 •• .. . . 

:20. 6 43. 2 .. 

:16.4 42.5 

:54.4 :156.2 : : .. . . Imports of other industrial 
countries***------------~---:29.9 :58.1 :157.2 ·• 

U.S. foreign direct invest-
ment (book value)-----------:11.8 :32.0 

--of which: U.S. direct 
investment in industrial 
countries***----------------: 

Foreign direct investment in 
the United States (book 
value)----------------------: 

5.2 :17.7 

3.4 6.9 

78.1 •• .. . . .. . . 
46. 4 : : 

13. 2 .. 

GNP of industrial countries** : 
(including the United 
States)---------------------: 449 873 :1.923 .. 

* Preliminary. 

7.8 9.3 

7.2 7.6 

5.5 10.0 

7.7 11.1 

6.8 10.5 

10.5 9.4 

13.2 10.2 

7.4 6.8 

6.8 8.2 

** U.S. imports are reported c.i.f. to facilitate comparison with foreign 
import figures. The diffeeence between f.o.b. and c.i.f. valuation is 
roughly 9% or 10% of f.o.b. values. 

*** The United Kingdom, Canada, Japan, France, Germany, Belgium, the 
Netherlands, Italy, Sweden, and Switzerland. 

Source: Survey of Current Business, Sept. 1971, p. ·42; Policy Aspects of 
Foreign Investment by U.S. Multinational Corporations, U.S. Department of 
Connnerce, Jan. 1972, pp. 7-14; International Financial Statistics, Inter
national Monetary Fund (several issues); United Nations Monthly Bulletin 

·of Statistics (several issues). 



96 

Geographic trends'in direct foreign investment 

Historically the geographic pattern of foreign investment was s~t 

by the investing countriest spheres of political influence (including 

their colonial empires), and formal as well as informal arrangements of 

the cartel type. U.S. foreign investments were concentrated in the 

Western Hemisphere~Canada and Latin America--until the late 1950's. 

Canada, because of proximity, language, and conunon interests, was viewed 

for many years by U.S. companies almost as another state. Some of these 

companies' annual reports included the Canadian results with the domestic 

totals instead of in the foreign section. The United Kingdom, of course, 

likewise was a heavy investor in Canada. The Canadians welcomed this 

investment, which brought them rapid economic growth and a high standard 

of living at the cost of foreign economic domination of many industries. 

More recently, the Canadians have raised questions about this foreign 

domination, but they have not attempted to reduce it significantly. 

Latin America was the next most important area of U.S. investment because 

the Monroe Doctrine had preserved U.S. political influence against any 

encroachment by European interests, and because the South American con

tinent was thought to offer tremendous opportunity for U.S. capital. 

European investments naturally were ~oncentrated in the colonial 

empires of Africa and Asia. The Europeans stayed out of the United 

States, and the United States stayed out of Europe, relatively speaking, 

until the late 1950's, partly because the competition would have been 

strong and partly because it was unthinkable; the cartel mentality was 

prevalent, and many U.S. businessmen of the period shared it with their 
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European colleagues. Moreover, the two World Wars tended to preempt the 

Europeans' resources, while the hostilities~not to mention the unsettlea 

interwar period--raised doubts among potential U.S. investors concerning 

Europe's political stability, without which direct investments are con-

sidered very risky. Finally, the Germans, who with the British were the 

most likely candidates to invest in the United States, became extremely 

gun~shy after U.S. expropriations of their assets during both wars. 

From the end of World War II until 1960, U.S. companies continued 

to invest heavily in Canada and Latin America, while beginning for the 

first time to invest significantly in Europe. By 1969, U.S. direct in-

vestments in Europe reached a book value exceeding that of investments 

in Canada. In 1970 the total of such investments in Europe was $24.5 

billion, as against $22.8 billion in Canada. Investment in Latin 

America dropped from more than a third of the cumulative total in 1950 to 

only 19 percent ($14.7 billion) in 1970, although it continued to grow 

slowly in absolute terms (see table 2). 

Table 2.--u.s. direct investment abroad: Geographic 
break.down, 1929, 1950, 1960, and 1970 

(Billions of dollars) 

Book value at year-end 
Area 

1929 1950 1960 1970 

Canada--------------------------------------: 2.0 3.6 11.2 22.8 
Europe--------------------~----------------: 1.4 1.7 .6.7 24.5 
Japan--------------------~-----------~--~-~: .3 .4 1.5 
Other developed areas------~-----------~--: .4 1.3 4.4 
Latin America------------------------------~: .3.5 4.4 8.4 14.7 
Middle East--~-----------------------------: 1.1 2.0 
Other less-developed areas------------------: - : 1.4 4.6 
Unallocated---------------------------------:~_;_•3;:;__~·~1~·~7~~1~·~5'--~~3_.6_ 

Total-----------------------------------: 7.5 11.8 32.0 78.1 

Source: U.S. Department of Commerce. 1970 figures are partly esti
mated. 
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.The attractiveness. of Europe to U.S. multinational companies was 

based on a combination of factors: large-market potential, compara

bility of production conditions with those in the United States, avail

ability of skilled labor, and political stability. Most important, the 

realization in the early 1960 1 s that the European Common Market would 

probably be successful triggered a large boom in investment by U.S. 

companies. Production in Europe see.med the best way to obtain access to 

a very rapidly expanding market that might eventually throw up high 

trade barriers as its customs union progressed toward completion~ 

although, as the 1960 1 s wore on, the "trade barrier" motivation lost 

importance. Further, for many industries, it was ~Jossible for the first 

time to build coordinated, large-scale production and distribution sys

tems to serve the entire area rather than having to build small, uneco-

nomic units in each of the important nations. The U.S.-based companies 

took advantage of this opportunity much faster than most of the European 

companies, which, for a variety of reasons, remained wedded to their own 

national economies. 

The dollar volume of U.S. private investment in Europe has been 

just about matched by European investment in the Uni.ted States. The 

former, however, is mostly direct investme~t in productive assets, where

as the European investment is mostly portfolio--equities and debt instru

ments of U.S. companies. Total foreign assets in the United States (most 

of them of European origin) grew about 9 percent a year between 1950 and 

1970, climbing from $17.6 billion to $97.S billion. Of the total in 

1970, less than half, or $44.8 billion, was in long-term investments. 
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Of the rest, $47.0 billion consisted of liquid sh.ort-ter:m assets, and 

the small remainder was in non-liquid short-term holdings. Direct 

investments were only 30 percent ($13.2 billion) of total long-term in

vestments; the remaining 70 percent ($31.6 billion) was in portfolio 

instrumentsJ which again clearly reflects the European bias toward 

easily saleable and therefore relatively liquid assets in preference to 

more risky direct investment ventures. The principal countries with 

direct investments in the United States are Canada, the United Kingdom, 

the Netherlands, and Switzerland. The investments themselves are largely 

in manufacturing (46 percent), petroleum (23 percent), and insurance 

(17 percent); the rest is in trade, finance, and miscellaneous industries. 

There have been numerous explanations for the failure of the Euro

peans, whose advanced economies should support outbound private direct 

investments on a scale almost approaching that of U.S. companies, to 

exploit direct investment opportunities in the United States. Most of 

these explanations are partly specious, but together they constitute a 

package of powerful disincentives, at least as seen through European 

eyes. 

Psychological factors play an important role. The sheer size of 

the U.S. market frightens away many foreign firms which do not understand 

the possibilities of serving only regional U.S. markets and which do not 

have extensive marketing organizations capable of serving the national 

market. There also is widespread fear of the competitive climate-a fear 

bred partly by the competition of U.S. firms on European soil. Even 

more important is a largely inaccurate but nevertheless very potent 
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distrust and misunderstanding of U.S. antitrust laws, which the European 

aees not only as alien to his own traditions but also as being ap-

plied with a capriciousness that he cannot reconcile with his desire to 

reduce the uncertainties in a market he would attempt to penetrate. In 

its extreme form, this distrust extends to wondering whether the U.S. 

penchant for applying the antitrust laws extraterritorially to U.S. firms 

operating abroad might not place a European-owned parent firm in the 

unhappy position of having to fight out an antitrust case in U.S. courts 

just because it happened to have a branch operation in the United States. 

The principal economic explanation alleged for the slow flow of 

European direct investment to the United States lies in the relatively 

small size and limited maneuverability of the "typical" European firm. 

The archetypical continental manufacturing enterprise is a small- to 

medium-sized firm, usually closely held by family owners, with heavy 

dependence on bank rather than equity financing. It has little access 

to capital markets and little spare management capacity to explore 

foreign opportunities. As a result: it has neither the ability nor the 

financial power to enter the United States with direct investments in the 

same manner and on the same scale as U.S. firms--with plenty of manage

ment capacity and financing--have been able to penetrate European busi

ness. To be sure, there are exceptions. Many similarly small U.S. firms 

have successfully gone to Europe--and Europe is not without.giant enter

prises that are perfectly capable of moving direct investment capital 

anywhere in the world. Indeed, such firms are well represented in the 

United States with sizeable direct investment opera~ions. The names are 
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familiar: Royal Dutch Shell, British Petroleum, ICI, Dunlop, Germany's 

BASF, the Swiss chemical firms, Brown-Boveri (a Swiss machinery firm), 

Nestle, Olivetti--to mention only a few. 

Japan has largely evaded the pronounced preference of U.S. companies 

to invest in industrial countries. By deliberate choice, Japan (in con

trast to Canada, for example) has successfully restricted inflows of 

foreign direct investment in productive facilities. In 1970, U.S. direct 

investors' penetration of the Japanese economy amounted to a mere $1.5 

billion, or 1.9 percent of the total book value of U.S. direct investment 

abroad. 

An ·unexpected development in the pattern of U.S. direct foreign 

investment has been its deemphasis in less-developed countries in recent 

years. Historically, direct investment in less-developed countries has 

been half in the extractive industries, one-quarter in manufacturing, and 

one-quarter in all other fields. More recently, as the multinational 

companies developed to a fine art their skills in exporting technological 

and managerial knowhow, it seemed logical to many observers that by the 

late 1960's, at least, these companies would again turn their attention 

to the developing countries, this time with more emphasis on manufactur

ing because of the abundance of labor obtainable at low wage rates. But 

this has not occurred to date. 

· The reasons for its non-occurrence are several. In the aggregate, 

U.S. firms in the ranks of the multinationals are market-oriented rather 

than cost-oriented. They make sophisticated products sold mainly in the 

industrial societies. Thus, the LDC's, with their admittedly low-cost 
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labor but low levels of consumption and poorly developed distribution 

facilities, offer little incentive for direct investment to serve the 

local market. This explanation breaks down at least in part, however, in 

the many cases of territories or nations associated with the EEC, areas 

from which free access to the European markets is possible. Here, the 

MNCs may have been laggard in seizing the opportunities to produce for 

advanced markets from low-cost bases. 

On the cost side, low-wage labor is not necessarily low-cost labor. 

While abundant, labor in some LDC areas can be and often is poorly 

trained, poorly disciplined, and unacculturated to the factory environ

ment. These factors increase both management headaches and costs, and 

considerably reduce the attractiveness of low wages as an incentive to 

move capital. 

Finally, U.S. MNC investors have come to fear "economic nationalism" 

in almost the same way that the E.uropeans fear U.S. competition. Even 

though a number of LDCs offer tax and other incentives--of ten very at

tractive ones--to U.S. investors, increasing incidence of nationali

zations, expropriations, or just plain hostility to U.S.-owned MNCs in a 

large number of countries has led to a fairly generalized reluctance to 

invest in all LDCs on the grounds that "po.litical stability" is lacking. 

The risks are great. Even ·while governments court foreign investors, the 

general population can become hostile. A revolution or coup d'etat (or 

an election) can bring to power new leaders who seize some or all foreign 

holdings, with or without compensation, or cancel contracts negotiated by 

the previous regime. The recent takeovers of oil-company holdings in 
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Peru, :Bolivia, and Algeria, the expropriation of the Anaconda and ITT 

operations in Chile, the takeover of W.R. Grace's agricultural oper-

ations in Peru, and similar events in other countries have made the 

whole lot seem less promising for foreign investment. Even where the 

multinational companies are permitted to remain, they may face demands 

for local participation in ownership (e.g., the "Mexicanization" of 

U.S. sulfur companies in that country), imposition of special truces or 

charges which apply to individual companies, and demands for local 

content (raw materials, components, management personnel, etc.). In 

summary, the investment climate in many less-developed countries is 

now considered to be poor. 

The tendency to write off LDC investments as too risky may have gone 

farther than conditions actually warrant. Many of the restrictions put 

on foreign companies operati.tl.g within their borders by the LDCs.clash 

with the ideals of U.S. managers, who consider sharing ownership with the 

locals (often local governments), limits on profit repatriation, and 

local content requirements to be infringements on their prerogatives. 

However, these restrictions are not necessarily inconsistent with reason-

able profit potential--especially if the opportunities to invest are 
\ 

sweetened by incentive programs that include tax holidays, subsidies, and 

other favors. Moreover, coups d'etat can bring in friendly regimes as 

well as hostile ones. In this respect, the Europeans, with their long 

colonial experience, and even the Japanese claim to have learned rather 

better than their U.S. colleagues how to do business in the LDCs at a 

profit. 
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Another hindrance to U.S. investment in less-developed countries 

is the emotional climate in the-home country of the multinational compa

nies. A multinational manufacturer in the typical developing country 

with a limited local market, usually must export from his foreign plant; 

and a major share of the exports normally go back to the home country. 

As has occurred with imports of television and other electronic assemblies 

manufactured by direct investors in Mexico and Taiwan, this can arouse 

strong protests against exports of jobs from the United States. 

Industrial distribution of U.S.-owned multinational investment 

As the net book value of U.S. foreign direct investment proceeded to 

more than double during the last decade, it became apparent that the 

growing weight of manufacturing enterprise in these investments was de

veloping from a mere tendency to a strong trend. Manufacturing now ac

counts for the largest single share of this investment (41 percent in 

1970), and it has shown the fastest growth of all types of U.S. enter

prise abroad, having almost tripled from $11 billion in 1960 to $32 bil

lion in 1970 (table 3). The extractive industries--petroleum plus 

mining/smelting--in first :place in 1960 dropped to second place by 

1970, with a share of 36 percent of the total in the latter year. 

"Other" fields, a potpourri of agricultural and service industries, 

bring up the rear with an aggregate share of 23 percent in 1970. 
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Table 3.--Book values of U.S. direct investment abroad: 
Industry breakdown, 1929, 1950, 1960, and 1970 

(Billions of dollars) 

Industry 1929 1950 1960 1970 !/ 

Manufacturing-----------------------------: 1.8 3.8 11.1 32.2 
Petroleum---------------------------------: 1.1 3.4 10.8 21.8 
Mining and smelting-----------------------: 1.2 1.1 3.0 6.1 
Other y ~-------------- ... ------------------ :_.;;;..3 .;;...• 4~_3:;..•;;..:5:..-.;.._7;....:...:0:..-.;.. __ -=l..:...7~. 9 

Total---------------------------------: 7.5 11.8 31.9 78.1 

1/ Preliminary. 
2/ Principally trade, transportation and utilities, and agriculture. 

Source: Compiled from Survey of Current Business, U.S. Department of 
Commerce, October 1970 and October 1971. 

There also have been pronounced shifts in emphasis on different 

branches within the manufacturing sector (table 4). From the years 

1964-66 through 1970-72, the share of the chemicals industry in total 

outbound direct investment flows in manufacturing dropped from about 25 

percent to 19 percent; transportation equipment--which includes mainly 

the automobile industry--dropped even more in relative terms, its share 

falling from more than 25 percent to 15 percent in the same period. On 

the other hand, the machinery industries (including both electrical and 

non-electrical machinery) showed faster growth than the average for manu-

facturing; their share increased from less than 24 percent to about 32 

percent over the period. Similarly, the "other" category, which includes 

a wide range of industrial branches, increased its share from. 26 percent 

to 34 percent. 
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Table 4 ;--U. s·. foreign direct investment expenditures, by manu
facturing industries, 1964-66, 1967-69, and 1970-72 

(In millions of dollars) 

Industry 1964-66 1967-69 1970-72 1.l 

Chemicals-~-----------------------------: 2,642 3,500 
Non-electrical machinery--------------~: 
Electrical machinery--------------------: 

1,807 : ) 3,400 709 : ) 
Transportation equipment----------------: 2,725 2,000 
Food------------------------------------: 548 :) 
Paper-----------------------------------: 688 : ) 
Rubber----------------------------------: 471 : ) 4,400 
Non-ferrous metals----------------~-----: 1,122 : ) 
Other-----------------------------------: - :) 

]:./ Estimated. 

Source: Survey of Current Business, U.S. Department of Connnerce, 
September 1971, pp. 27-30. 

The Evolutionary Process 

A domestic company usually does not become "multinational" by a 

3,900 

6, 700 

3,100 

7,100 

dramatic reversal of previous policies and objectives. Instead it ordi~ 

narily develops along an evolutionary, long-term path which typically in-

eludes the following steps: 

(a) Exporting abroad, selling through distributors. 

(b) Setting up overseas sales subsidiaries. 

(c) Building plants abroad (direct investment) for 
local assembly and/or full. production. 

(d) Giving the regional subsidiaries operating authority, 
at which point the parent company becomes mainly a 
coordinator and integrator, a planner and controller. 

Many times during this long process the multinational company's manage-

ment is evaluating alternatives to direct investment--such as licensing 

its knowhow for a product or process to foreign firms, possibly as part 
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of a joint ventur~ or continuing to export only from the United States, 

in which.case it must evaluate the possibility of competitors (U.S.-

or foreign-based) taking over the (foreign) market. 

Even after a company becomes truly multinational, the foreign 

plan~~ 7usually produce only part of the company's product line--not 

necessarily the most profitable products domestically but those pro
:.\·· 

ducts which it does not pay to ship, items which may have to surmount 

trade barriers, or "last year's model" (of an electronic assembly, for 

example). Typically, for each_innovative new product, there is a 

period of time when the overseas market can and ordinarily will be 

served from the United States. But eventually the other inqustrial 

nations' manufacturers learn to copy it or even improve it, and the 

only way the U.S. producer thi~s that he can stay competitive is to 

manufacture it abroad. Whep. a product or process is no longer "new" 

or proprietary to the firm, competition can reduce its price to a 

level where import duties a.nd shipping and distribution costs from a 

U.S. plant can eat up its profit margin even when the unit cost of 

manufacture is competitive with the foreign production cost. Added 

to this is the typical buyer's preference to buy from a local facility 

where the product can be delivered reliably on short notice without 

fear of dock strikes, shipping-line strikes, or problems with non-

tariff barriers, and where technical personnel are availabie-(in 

addition to the salesmen) to handle servicing problems.· 

·-·: <=··' ."Faster penetration of a foreign market can sometimes be 

:.accompli'sn·ed by'· acquisition. This method of en'l?rY--·hal:J? been- practic·~ 

by both European and American companies. Some of the more notable 
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.,examples of U.S. companies' takeover of European firms have occurred 

in the automobile; petroleum, computer, and electronic and electrical 

products industries. They include the acquisition of SIMCA and Rootes 

by Chrysler, Machines Bull by GE (now Honeywell), Deutsche Erdol by 

Texaco, Ferrania by 3M, and Litton Industries' acquisitions of 

Imperial Typewriter, Adler, and Triumpf Werke. European companies' 

biggest acquisition of U.S. companies in recent years have been in 

the chemical and petroleum industries. Imperial Chemical Industries 

(British) acquired Arnold, Hoffman and Atlas Chemical; BASF (German) 

acquired Wyandotte Chemical; Bayer (German) acquired Mobay (formerly 

joint venture with Monsanto) and Chemagro; Hoechst (German) acquired 

Hystrom Fibers (joint venture with Hercules); AKZO (Dutch) acquired 

International Salt; and British Petroleum made an agreement with 

Standard Oil of Ohio whereby it will eventually control the latter 

company (in addition to its purchase of part of Sinclair). 

Motivational Factors in the Growth of Multinational Business 

Need for command over vital resources 

Some industries are so structured that their constituent companies 

are.not profitable unless they are integrated from the basic raw material 

to the finished product. An important factor is whether the price or 

cost of critical raw materials or intermediate products is essentially the 

same to all producers of finished products, as in the case of textile 

companies which buy cotton and other fibers--or whether there is consid

erable variation in prices or costs to the various industrial consumers. 

The latter condition frequently exists when the supply of raw materials 
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is controlled by relatively few firms, some of whom may use them to make 

finished products, as in the case of the petroleum industry. 

In the oil business a refiner which has to purchase its crude oil is 

at a considerable competitive disadvantage compared with the integrated 

companies with low-cost crude because, as the industry is structured, the 

cost of crude oil bears ·little relation to its price. "Connnodity 

pricing," typical of products supplied from a multitude of sources, none 

large enough to influence the market (e.g., agricultural products), and 

whereby all users generally pay the same price, does not exist. Since a 

large, efficient refinery costs well over $200 million, capital cannot be 

risked unless the investor is assured there is a reasonable chance he will 

have a reliable supply of feedstock at competitive cost. The large oil 

companies feel they must control a major fraction of their raw-material 

sources. (This structure will change when the OPEC countries have 

majority control of Arab oil.) 

The same reasoning applies to other extractive industries such as 

aluminum, copper, steel, and fertilizer materials. Companies in such 

industries are multinational because major ore deposits are outside the 

borders of the United States. 

Some of these companies can be more multinational than they want to 

be. Developing countries sometimes insist that oil refineries and smel

ters be built next to the ore or crude-oil deposits in order to boost 

domestic production and employment. Along with an oil refinery the local 

government may insist on the construction of petrochemical plants. Thus, 

retention of an investment in a basic resource is often forced by 
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host-country policies .to depend on expanded investment in processing 

facilities--and it is not unusual for the threat of nationalization or 

expropriation to hang over the entire operation. 

Need for foreign-market access 

Market access means having unprejudiced opportunity to sell a pro

duct in a given country at a competitive price. The multinational 

companies contend they must construct foreign plants in order to supply 

the foreign markets on a basis that is not only competitive but profit

able enough to make the foreign sales effort worthwhile. They claim 

that the costs of exporting from U.S. plants would be excessive, for 

either or both of the following two reasons: (1) transportation, 

tariffs and other costs strictly related to exporting are too high; 

and/or (2) the production and marketing costs of operating from the 

United States are too high in relation to those that can be realized 

from a production base closer to the foreign market. 

The very rapid growth of international trade in recent years, at 

rates exceeding the pace of GNP growth in most of the advanced countries, 

tends to belie the "excessive export costs" argument as a reason for 

investing abroad--especially as the multinational companies themselves 

are very heavy participants in world trade. International differences 

in other kinds of costs probably are much the stronger reason for move

ments of capital across national boundaries. These costs include, in 

addition to factory capital and labor costs, all those selling, adminis

trative, and service costs that must be incurred to place a product 
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acceptable to the foreign buyer in his market at a competitive price. 

For most non-proprietary products, U.S. producers operating plants 

abroad can expect to face stiff competition not only from local foreign 

producers but also from U.S. firms which may have entered a foreign mar

ket ahead of them. In the advanced countries that have been major recip

ients of U.S. capital (chiefly those of Western Europe and Canada), where 

the requisite product and process technologies are commonly available and 

capital equipment plus labor of comparable quality and cost can be found, 

the expense of actually making a product tends to equalize for all pro

ducers and often to be not much different from prevailing costs in the 

United States. Therefore, competition focuses on product differenti

ation, sales effort, and service. 

"Product differentiation" means two things: (1) tailoring the prod

uct to the real or imagined requirements of the local buyer, and (2) em

bodying real or merely advertised differences in the product to make it 

"unique" compared with competitors' goods. The )1NCs admit to both prac

tices--in fact they claim that the necessity for such tactics is itself a 

major incentive to invest abroad, because the changes in the basic product 

become so great that the U.S.-made and the foreign-made items cease to be 

interchangeable. The simplest sort of product differentiation is a 

change in packaging, which certainly does not necessitate a shift in the 

locus of production. In French-speaking countries, Procter and Gamble's 

"Mr. Clean" reaches the shelves in packaging similar to that used in the 

United States, except that it is called "Monsieur Propre." More import

ant, however, P & G ~laims that the stuff insiqe the bottle is chemically 
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a different product from that sold in the United States, because of the 

need to adapt to local tastes and washing habits. In this case--which is 

merely illustrative of a myriad of similar cases in the consumer durables, 

household chemicals, and processed food industries--the firms claim that 

the level of product differentiation is such that the item sold abroad is 

not compatible with production in the U.S. plant, and vice versa. More

over, this phenomenon is not limited to the consumer goods industries; 

suppliers of industrial products claim that they must do the same thing, 

in order to meet foreign demand. Product differentiation is not neces

sarily the prerogative of the U.S.-owned MNC. The product strategies· of 

Lever Brothers in the United States--a subsidiary of the Dutch firm, 

Unilever--are indistinguishable in their essentials from those of P & G 

in Europe. The same comparison could be made between Swiss-owned Nestle 

in the United States and U.S.-owned General Foods in Europe. 

Another important factor in gaining access to a foreign market is the 

ability to guarantee reliable, steady supplies to customers, whether they 

are industrial buyers or final consumers. Firms pondering the alterna

tives of exporting from U.S. bases and production abroad must weigh the 

additional risks inherent in depending upon ocean shipping, which cannot 

guarantee the same regularity of supply a~ land transportation. With a 

sales and service network in being and orders in hand, a company can be 

quickly convinced by one dock strike in the United States or in Europe 

that the only acceptable alternative is direct investment abroad. 

The situation is different for innovative new proprietary products. 

Such products usually are not subject to head-io-head cost competition 
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during a lead time which lasts until local producers learn to copy them 

or devise substitutes for them. During that period, the firm has little 

reason to invest abroad. It sells to a foreign market with no other sup

plier, at prices which include a premium. large enough to more than offset 

any additional costs or inefficiencies involved in selling via exports. 

However, the lead time f-0r proprietary new products (sometimes dubbed the 

"technology diffusion cycle") has been shrinking rapidly in most indus

tries as foreign economies have narrowed their technology gap with the 

United States. For example, DuPont's Corfam, a complex chemical product 

aimed at replacing leather, consumed 20 years of costly development effort, 

but after it was introduced it was less than two years before similar 

products--brought out by U.S., European, and Japanese competitors--were 

battling it in the market place. 

A well-managed firm should be anticipating the erosion of its propri

etary advantage in any product line it happens to be producing. As the 

pace of this erosion increases, overseas investment to preempt potential 

foreign competitors may take place even when U.S. exports of a product are 

at their peak--and even when the domestic R&D facilities of the parent 

firm are designing a new generation of product to take the old one's 

place in the export accounts as production of the increasingly copiable 

item moves abroad. 

Logically, there should be little hindrance to market access via 

exported U.S. production to less-developed countries, which are too defi

cient in education, skills, and wealth to capitalize, unassisted, even on 

licensed technology, let alone basing their production on their own R&D. 
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But those countries typically aim for rapid industrialization even when 

their production costs, at least initially, will be far higher than im

port prices. Examples abound in the automobile business where less

developed countries first have demanded construction of assembly plants 

(with local equity participation, perhaps), then have passed local con

tent laws. Oil-rich countries demand refineries and petrochemical 

plants. So do oil-poor countries because, while they must necessarily 

accept imports of crude oil, they. can insist on local refineries for 

converting it to finished petroleum products. The small, inefficient 

industries which thus may emerge are protected by "infant industry" 

tariffs or other protectionist measures. In the event market access is 

substantially closed to imports from outside suppliers in favor of local 

producers in this way, a U.S. exporter may have no alternative, if he is 

to maintain accessibility, but to establish a local subsidiary. 

Scarcity of production factors in home country 

A factor of production is "scarce" in a relative sense when it costs 

more in one country than in another. This applies equally to land, 

labor, capital, human capital (skills, management), raw materials, and 

intermediate products. The factors necessary for manufacturing expan

sion usually are present in some degree in every country, but it is their 

relative costs in different countries which partly govern the decision 

on where to locate production. The "scarcities" of the various factors 

are constantly changing due to inflationary forces, price stabilization 

activities of governments, wage agreements, or changes in tax, tariff, 
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and exchange rate policies. International comparisons of relative pro

duction costs, even in a single industry, are extremely complex and im

precise. Nevertheless, a stab at accurate forecasting of comparative 

cost trends over the life of an investment is rarely omitted when the 

option of investing abroad is pondered in the board room. 

For most kinds of ·investment, however, market planning rather than 

cost calculation plays a paramount, usually decisive role. Typically, 

a large firm first decides to attack a market such as "the EEC," aiming 

for some given market-share goal via production somewhere within that 

market. Only at that point do comparative cost calculations enter into 

consideration, when the often more difficult decision has to be made 

regarding precisely where to place the new plant within that market. 

Mistakes are made. Corporate planning, like economics, is a highly in

exact science. 

There are few cases in which cost comparisons can be judged to have 

been the predominant factor in a basic decision to invest abroad rather 

than in the United States. The best examples may be in the consumer 

electronics, textiles, footwear, and some miscellaneous industries (e.g., 

toy manufacturing}, where some investment decisions have been based 

strictly on labor cost comparisons and foreign market considerations 

were not a factor because all or nearly all of the output of U.S.-owned 

plants abroad is returned to the U.S. market. Yet such "pure" cases 

amount to a very small proportion of total U.S. direct investments 

abroad, most of which are in the relatively high-cost industrial 

countries. 
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Althougn foreign direct investment by the "runaway firm" which is 

interested principally in evading high production costs in the United 

States, represents but a small proporti.on of total U.S. direct investment 

o7erseas, it is connnon enough to have raised important social questions-

especially for labor in the affected industries. Two essential character

istics delineate the kinds of industries in which developments of this 

sort are likely to occur: (1) the industries are generally labor-intensive 

ones, in which labor costs represent a high proportion of the value of 

output; and (2) foreign investment to serve foreign markets is minimal 

(most or all of the output produced abroad being returned for sale in the 

U.S. market). 

In radios, phonographs, and other consumer electronic products, U.S. 

companies were being outsold in the mid-1960's in the United States by 

lower-priced products imported mainly from Japan. Prior to the Kennedy 

Round negotiations, many electronics producers had insisted that rising 

imports represented a strong potential threat to their domestic operations. 

Significantly higher duties would have been necessary to blunt this threat, 

whereas the Kennedy Round ultimately lowered the relevant tariff rates. 

When imports began to soar by the mid-1960's, the affected U.S. companies 

began moving their electronic assembly plapts to Mexico, Hong Kong, and 

Taiwan (or making arrangements with Japanese producers for domestic-label 

imports) and shipping the products back to the United States. Imports of 

these electronic products as well as those from other U.S.-owned foreign 

plants in labor-intensive industries such as toys, shoes, and wearing ap

parel have been the source of bitter public criticism of multinational 
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companies. Most specific examples in. these industries _i"~l into.rthe 

"cheap foreign labor" category. Although imports of such products are 

small relative to total U.S. consumption of all products and relative to 

total production from u.s.-owned foreign plants, they have generated a 

highly emotional issue and are concentrated in some products which are 

highly visible to U.S. consumers and to critics of the MNCs. 

It was not foreseen by post-World War II policy makers or even 

Kennedy-Round negotiators that consumer electronic products made by 

foreign producers and by U.S.-owned plants abroad would be imported back 

into the United States in such volume as to eliminate U.S. production of 

many pro·duct lines--that by 1970 total imports would account for about 

90 percent of all U.S. domestic sales of household radios, 40 percent of 

black-and-white TV sets, 15 percent of color TV sets (whose imports only 

began around 1965), and 35 percent of phonographs--with U.S. production 

of all these items still trending strongly downward. 

The policy makers--and the critics, whose strongest protests came 

only after the fact--probably failed to foresee several factors: 

The extraordinary rate of acceptance of foreign-made 
goods by U.S. consumers; 

The demonstrated ability of some foreign, low-wage 
countries to absorb relatively high rates of plant 
automation and to increase labor productivity rapidly; and 

The extent to which some foreign governments were 
willing and able to subsidize production for export 
by foreign investors in their economies. 

It is rarely pointed out explicitly that, underlying the success of 

the "runaway industry"--and the success of imports in general--
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in penetrating the' U.S •. market, there has been in the past decade or two 

a significant change in consumer tastes and buying habits. The "U.S.

Made" label no longer conunands as high a degree of consumer loyalty as in 

the past. Imports have ceased to be categorized as either cheap goods of 

low quality or luxury items--principally because the increasing variety 

and quality of imports have rendered the categorization inaccurate. Im

ported goods now reach into every household as items of everyday consump

tion. Provided that an item meets their standards of quality and price, 

many U.S. consumers have reached a point of virtual indifference as 

between the foreign- or the domestically-made product. 

Not all "low-wage" countries are primitive in the sense that they 

are unable to absorb and profit from the techniques and disciplines of 

modern production. Furthermore, modern technology in some industries is 

such that relatively unskilled labor can be combined with fairly sophis

ticated equipment. This contradicts the stereotyped notion of "high

technology" as a process in which highly. skilled labor always must be 

available to operate advanced, complex kin.ds of capital equipment. 

Usually this is so, but in some industries the stereotype never has des

cribed reality. The possibilities for using unskilled labor abroad open 

up for some firms the opportunity to migra~e to the "low-wage" countries 

which have reached a level of development at which they are ready to 

accept them, without significant divergence from productivity experience 

in the United States. Although the migration may not count for much in 

the overall exodus of capital from the United States, the displacement of 

workers in the United States has raised protests, in a generally 
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recessionary period when the rest of the economy has been unable to 

absorb them. In brief, the change was too fast. 

Competitive attempts on the part Jf governments abroad to lure 

investment capital to their shores can distort investment patterns and 

attract capital that would not otherwise have come. Such incentive 

programs exist in both the advanced and the not-so-advanced countries. 

To be sure, they are often rendered ineffective by poor administration 

or reduced to complete unattractiveness by ancillary conditions of 

political risk which effectively keep the foreign investor out (see 

pp .102-103 above). Nevertheless, in some of. the developing countries-

Mexico and Taiwan, for example--generally stable political and economic 

conditions, plus broad, significant incentive programs backed by con

sistently friendly policies toward foreign investors have been eminently 

successful in drawing foreign investors that might otherwise have stayed 

away. 

Home market saturation and the drive for growth 

Home markets are rarely saturated, except in a relative sense. 

When the cost of developing new business is greater at home than abroad, 

the corporation may begin to think multinationally. This situation 

develops most commonly in a mature domestic corporation which has 

surplus funds and management capability for which it foresees only 

marginal opportunities in the United States. 

In the manufacturing industries, even in the largest companies, 

the prime ingredient in conveying the image of management success is 
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growth in prbfits~ Only the growing company will in the long run 

command a high price for its common stock; attract top personnel; 

operate modern facilities of optimum scale; and be able to obtain 

outside investment capital on the most favorable· terms. 

In all its product lines the typical large U.S. company reaches 

a market-share plateau, beyond which further market development may 

be too costly in relation to the returns anticipated. It may also 

fear government antitrust action. If it does not diversify, it must 

generally be content to grow no faster than the economy in general. 

But the reward system of American business makes· it imperative to 

grow faster than that. Some such growth can come via introduction 

of new products from research or from licensing others' research. 

Acquisition of other companies offers additional potential. Foreign 

investment is a third way to grow, a way which is often cheaper, 

possibly more profitable, and always glamorous. 
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By .investing and marketing abroad the company not only can start 

new growth from a low-market-share base but also it can usually make 

acquisitions to facilitate its entry. It can easily export its manage-

ment and technological know-how by moving only a tiny group of employees 

abroad. By operating a full-fledged company in the foreign country it 

can offer a full line of service and managerial backup to the marketing 

effort. Profitability as well as growth may be higher in the foreign 

affiliate than at home. IBM is a prime example of this approach, all 

over the world. Dow Chemical, beginning only in the mid-1960's, using 

non-exclusive technology and producing its older products, is attempt-

ing to obtain a major share of the European chemical market. Like IBM, 

it is relying very little on acquisitions. In recent years its Euro-

pean operations have been more profitable than those in the United States. 

Some U.S. multinational companies, in contrast, have relied heavily on 

acquisitions in several countries in penetrating the European market; 

examples are Westinghouse and Chrysler. 

Companies which remain within their own national boundaries usually 

find it difficult to take full advantage of major breakthroughs inter-

nationally. Part of the reason is that without international marketing 

position they lack the resources to exploit an innovative discovery. 

For instance, Pilkington, the British-based glass group with global 

sales of $270 million in 1968, perfected its revolutionary "float 

glass" discovery at about that time. Pilkington concluded that its . ' 

capital resources were too small for it to build the new-generation 

flat glass plants in the world's leading countries, and therefore 

that its best recourse was to license the major g~ass QOmpanies in 
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profits probabiy were les·s than those possible via direct investment, 

and licensing had the effect of solidly entrenching Pi~kington's 

competitors should Pilkington ever want to meet them head on. 

Incentives thrown up by different treatment under different sets 
of national laws, e.g., tax and other incentives 

Tax and other financial incentives are a frequently mentioned 

motivational factor for location of foreign investments. Incentives 

can be in the form of outright export subsidies, tax exemption or post-

ponement, general financial subsidies or loans, or special tariff 

treatment. Whether or not such incentives play a major role in attract-

ing a given investment to a particular location, it is the job of the 

multinational company's tax department to "prevent tax leakage" by legal 

tactics to minimize taxes once the decision to invest is made. Some 

examples are the following: 

Transfer pricing offers one opportunity. In intra-firm trade, a 

company which moves goods among subsidiaries in different countries can 

attempt--subject to the watchful eyes of tax authorities who are well 

aware of the technique--to price shipments in such manner that the bulk 

of profits is realized in subsidiaries located in low-tax countries. 

The low-tax affiliate sells dear and buys ch~ap in such non-arm's-length 

transactions. A variant of this tactic, which is not employed to the 

extent that it is suspected, especially by U.S. critics, is for the firm 

to channel transactions through a durrimy "trading" corporation in a famous 

tax-haven country such as Liechtenstein. Still another variant, which may 

result in heavy repatriations of disguised profits to U.S. parents, is to 
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levy heavy charges on affiliates for technology license fees, shares 

of R&D expense, and various co~porate "management" services. Among 

other things, this technique may result in considerable overstatement 

of the amount of "exported" technology we think we are measuring when 

we examine the sizable "Fees and Royalties" accounts in the balance 

of payments . 

Tax incentives aimed.to assist depressed regions have been success-

f'ul in attracting U.S. multinational company investment. Scotland and 

Northern Ireland were especially popular in the 1950's. Germany also 

has such programs, and Belgium's are so generous that they have been 

criticized by other nations in E.C. councils. Italian subsidies attract-

ed considerable investment in Southern Italy and Sicily but many of 

these were disastrous, e.g., the Celanese and Raytheon ventures which 

were not profitable. U.S. companies have been much more alert than 

European companies in discovering how to take advantage of such depressed 

area incentives. Through 1967, half the U.S. direct investment in Europe 

was in subsidized depressed areas, although the proportion probably has 
I 

fallen in recent years. The subsidy can be 40 percent of the investment 

in the United Kingdom, 25 percent in France, and 20 percent in West Germany 

and Benelux, plus additional subsidies from districts and provinces. 

Another example closer to home is the Mexican International Trade 

Zone created on the Mexican side of the International border. Multinational 

companies operating within the Zone can obtain tax relief from the local 

Mexican states in which they operate, and they are excused from paying 

Mexican tariff duties on materials used in manufacture. They are also 

exempt from U.S. tariff duties on certain materials exported from the 
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United States,·used.in manufacture, and embodied in goods returned for 

sale in the United States. 

Tax havens, mentioned above, offer some additional examples of tax 

incentives. Until the Revenue Act of 1962, U.S. subsidiaries in Europe 

paid. no U.S. income tax on profits until they were returned to the parent 

corporation. The tax haven incentives were reduced but not eliminated 

by later U.S. legislation. This has led many companies to select low

income-tax countries. for financial, head office marketing, R&D, and other 

operations, even though the capital-intensive manufacturing facilities 

were located in other countries. Switzerland, Liechtenstein, Monaco, 

Bermuda, and the Bahamas became the home of many subsidiary corporations 

which collected and distributed or withheld part of the profits. 

U.S. taxation policies may have some effect on direct investment 

capital outflows. The United States taxes its citizens and corporations 

currently on all income from foreign sources but allows a credit against 

the U.S. tax for foreign taxes paid where the income is earned. If a 

U.S. corporation operates abroad through subsidiaries, taxation occurs 

only as the income is repatriated from the subsidiaries as dividends, 

interest, service charges, or in any other form. This tax approach aims 

at tax neutrality for investment and thus at taxing foreign investment 

at rates at least as· high as prevailing U.S. tax rates. However, there 

are some exceptions to this general objective of neutrality. Investments 

in LDCs are Congressionally favored and receive many advantages, such as 
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relief from certain sections of the Internal Revenue Code and the 

Interest Equalization Tax (IET), and a more favorable method of tax 

credit calculation. U.S. citizens employed abroad can receive certain 

tax exemptions, and Section 367 of the Code permits tax-free transfers 

of property (including technological property) from a U.S. parent to a 

foreign subsidiary in certain situations if an advance ruling is obtained 

from the Treasury and no primary purpose of tax avoidance is present. 

Critics of the MNCs have challenged these exceptions and exemptions. They 

also have argued that the allowance of credits--rather than deductions-

for foreign taxes paid in fact overshoots the objective of tax neutrality, 

because only deductions--rather than credits--are allowed for taxes paid 

to states within the United States. In cases where the credit for foreign 

tax paid yields the firm greater advantage than the deduction allowed for 

state tax payments, it is argued that an incentive to invest abroad rather 

than in those states is thereby created. 

Complex locational factors and "external economies" 

It is well known that economic activities of given types tend to 

cluster in certain locations. A frequently cited textbook example is the 

U.S .. automobile industry, centered in Detroit. Part of the reason for 

such clustering lies in access to raw materials and/or markets. Another 

part has to do with so-called "external economies" which are available 

to the firm although it does not have to pay for them directly. If two 
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major auto producers are located in a given town, they will draw near 

them a pool of appropriately skilled labor, a satellite community of 

parts and equipment suppliers, and possibly even a Chamber of Commerce 

and town government that are appropriately "auto-oriented." A third 

producer, locating in this environment, will have access to all these 

facilities without having borne the cost of assembling them. To him, 

they are "external economies".of producing in that place. 

In the international context, an important point to stress is that 

precisely these kinds of locational incentives are at work in many 

places in the advanced countries and possibly even in some of the more 

progressive LDCs. The world has many Detroits. Thus, if two cities, 

one in the United States and cne in Europe, offer identical locational 

opportunities--and even if costs of production in both are likewise 

identical--the firm may decide to open a facility in the European city 

strictly on the grounds of ancillary considerations: market access, 

trade barriers (great and small), subsidies and other incentives, or 

simple savings in transport costs. 

As an MNC's network of plants spreads, the firm of'ten discovers other 

possibilities, which have their analogue in the locational features of 

business in the United States. In the United States, the multidivisional 

firm is commonplace, with plants operating in many different regions and 

engaging in large amounts of cross-hauling of components and finished 

goods--some ~en~rated on the firm's own production lines, some purchased 

from far-flung independent suppliers and distributor~ .'his is the 
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phenomenon of "multi-sourcing" in a domestic context. International

ly, the same development takes place. A large U.S.-owned firm with 

several plants in the United Kingdom and on the Continent will tend to 

specialize with each plant producing a product or a product line for 

the larger European market. In other cases, some plants will manufacture 

products with components purchased from independent firms. The largest, 

most sophisticated MNCs do this kind of sourcing on a worldwide basis, 

with control of the flow to and from their affiliates centralized at head

quarters facilities in the United States or Europe. 

"Multi-sourcing" of the international variety requires very high 

levels of management skill. It is a feature of the economics of location 

which can yield substantial efficiencies, and therefore cost savings, 

for the multinational firm. It is distinguished from its domestic 

equivalent by the scale on which it can be done internationally--and by 

the scale of the resulting efficiencies. 

Currency under- and over-valuation 

In a world of fixed exchange rates, firms domiciled in a country 

with a significantly overvalued exchange rate have a decided incentive 

to invest abroad. If the dollar is overvalued relative to, say, the 

Deutsche mark, a U.S. firm, spending dollars, will be able to put a 

plant in West Germany at less real cost than that of putting the same 

plant in the United States. If the new plant in Germany exports and in

voices in dollars at prices identical with the prices prevailing ex-factory 
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in the United States, the proceeds have more real purchasing power 

. internationally than exports from the U.S. plant, because the firm has 

paid its production costs in undervalued D-marks. 

The actual extent to which capital flows during the 1960's may or 

may not have been influenced by the overvaluation of the U.S. dollar is 

virtually unquantifiable. Moreove~ opinion is divided on the extent to 

which recent exchange rate realignments may reduce the size of capital 

outflows from the United States and increase the pace of inbound flows. 

There inay be. some of ea.ch. : 'However., . the. for.egoing sections indic.~te . that 

capital migrates for a. host of excellent reasons in the modern world, so 

that the relatively minor exchange rate changes of 1971 may have little 

visible impact as their effects are swamped by other forces. 

A Catalog of the Aileged Economic and Policy Problems 
Posed by Spreading Multinational Business 

The diversity of in~erests which are affected by the growth of 

multinational companies almost guarantees that conflicts will arise among 

the interests of the United States, the host country, the multinational 

corporation, and its employees. Conflicts may arise over the distribution 

of foreign earnings, type of ownership, methods of capital financing, 

potential monopoly position, sources of components or raw materials, ard 

wages. Any one of these factors or a combination may generate problems 

alleged to affect the balance of trade, balance of payments, tax revenues, 

employee compensation, a country's strategic position in an essential 

industry such as aircraft, or even basic national cultural patterns. 
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In the United States the major public issue resulting _from growing 

multinational business is the alleged "export of U.S. jobs." Another 

·concerns the balance of payments effects. In other countries the main 

problems seem to be potential domination by U.S. interests and competi-

tive damage to indigenous industry from the foreign-owned multinational 

entrants. 

The Idling of Labor and Other Productive Factors 
by the Outward Migration of Mobile Capital 

The main shift in the U.S. political constellation on trade policy 

is organized labor's move to the protectionist camp. Several observers 

have noted that this cannot be explained by high unemployment. Labor 

was shifting in a protectionist direction even as unemployment was dropping 

steadily after 1962; it adopted a completely protectionist stance when un-

employment stood at its post-Korea low in early 1969. .. Labor was reacting 

quite properly, of course, not to changes in aggregate employment but to 

an increasing incidence of localized unemployment that seemed to be related 

to foreign economic developments. Therefore, the likely reason for labor's 

shift in position probably lies in the improved competitive position of 

other countries and the dislocations caused by U.S.-owned multinational 

companies' operations. Because these multinational corporations are 

alleged to be rapidly exporting capital, management, and technology, which 

are much more mobile than is .labor, the MNC has become a special target 

of criticism. Multinationalism has thus replaced technological unemploy-

ment as the major worry of many in the American labor movement. 
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Lumped together by labor spokesman as "runaway industry" which sets 

up production facilities abroad while phasing out production at home 

are the companies which have done just that as well as other companies 

which have left their U.S. operations intact and used overseas plants 

to serve foreign markets. Labor spokesmen cite the fact that between 

1961 and 1968 there were only 3,5 million jobs created in the U.S. economy, 

despite the Vietnam war and widespread prosperity. They allege that non

defense industries actually lost employment as a result of growing imports. 

Here again, two issues are lumped together--the question of rising imports 

in general and the question of the MNCs' actual role in generating them. 

The U.S. Government has provided multinational companies with 

several tariff-saving provisions which aid their overseas operations. 

One is the use of items 807.00 and 806.30 of the Tariff Schedules of the 

United States. These provisions apply to articles assembled in foreign 

countries that contain fabricated components manufactured in the United 

States, or metal articles that are partially processed abroad. In each 

case the articles are subject to duty only on the value of foreign assembly 

or processing. Combined U.S. imports under tariff items 807.00 and 806.30 

increased from $1 billion in 1966 to about $2.8 billion in 1971. These 

imports come typically from U.S.-owned factories over the border in Mexico 

or in other low-wage countries. The AFL-CIO has urged the deletion of 

these and similar provisions from the Tariff Schedules ever since 1967. 

The United States-Canadian automotive agreement of 1965 is another 

sore point. Before the agreement the Canadian plants of the large U.S. 

automobile manufacturers, which had been established in response to the 
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ly because of short production runs. Even then, a full range of models 

was not being made in Canada; models that were not Canadian-made had 

to be imported despite the tariff. Out of negotiations with the U.S. 

Government about these matters came the automotive agreement which en-

couraged a two-way duty-free trade between the automobile companies 

across the borders and thus stimulated Canadian auto production. The 

direct effects on trade were substantial; U.S. imports of ca.rs and parts 

from Canada rose from practically zero in 1964 to about $3.0 billion in 

1971. The United States lost its traditional balance-of-trade surplus 

of about $500 million in automobiles and parts, sustaining a bilaterial 

deficit in such goods of about $800 million in 1971. 

The Possibility of Monopolization and Cartelization on 
a Worldwide Scale and Conflict with Antitrust Law 

U.S. law is based on the principle that "competition is a per~ 

good." Price fixing and mergers which may lessen competition--including 

mergers that substantially affect U.S. foreign commerce--generally are 

illegal. 

Under European (and most other countries') antimonopoly law, restraints 

of trade and price restraints are not ~~illegal. While U.S. law tends 

to consider dominance as a violation, European law makes illegal only the 

misuse of a dominant position. European governments, and Common Market 

policy, consider concentrations and anticompetitive agreements beneficial 

if they lead to increased productivity, economic growth, technological 
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advance, or reauced.prices. European antitrust laws, therefore, are 

not directed at breaking up cartels but at guiding them. Several of 

the European countries not only permit but encourage agreements among 

companies for the purpose of rationalizing production and regularizing 

the market. They have encouraged joint research and joint marketing, 

have permitted pricing agreements, and have not objected to export 

cartels to non-EEC countries. 

These international differences in interpretation on antitrust issues 

are bound, sooner or later, to place the active MNC on a collision course 

with the courts. Usually, the U.S. courts are involved, as a firm's 

operations under the relatively more relaxed European system lead to 

challenges under stricter U.S. antitrust guidelines. 

It should not be thought, however, that the Europeans, the Canadians, 

or others always welcome the Americans and their potentially restrictive 

business practices (when they exist) with a tolerant smile. Large U.S. 

firms operating in Europe and elsewhere are under constant suspicion, if 

only because of their sheer size in relation to the economies in which 

they have affiliates. It may be corporate policy at IBM to be an exemplary 

corporate citizen in every country in which it operates--and that policy 

is carried out with reasonable faithfulness~-but IBM's control of 60 per

cent to 70 percent of the European computer market still rankles in every 

major capital on the Continent. To mention another example, Common Market 

officials admittedly raised no formal objection to Westinghouse's recent 

acquisition of ACEC, a large Belgian electrical equipment manufacturer--
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but, privately, they opine that the deal was "just a little too easy" 

for the American firm. 

Worldwide, the fear of over-heavy concentration of economic power 

in the hands of the MNCs is summed up in repeated statements of the follow

ing sort: "By 1990 (or some such Orwellian date), a mere handful (200? 

300? 500?) of mammoth companies will totally dominate world economic life." 

Such forecasts suf~er from the deficiencies of all crude trend ex

trapolations. Yet they effectively summarize a major body of world opinion 

which fears, in the relatively short term, the final emergence of the MNCs 

as an at least potentially irresponsible economic power center beyond the 

reach of national law. 

Conflict with national taxation and other laws 

Potential avoidance of taxes by such maneuvers as transfer pricing 

and the use of tax havens arbitrarily to concentrate profits in low-tax 

countries (or countries where the tax authorities are inefficient or 

corrupt) is a recognized problem which is slowly being solved by government 

officials acting within their own countries and in cooperation with others. 

Perhaps surprisingly, European government and EC officials remain rather 

calm over the issue of the MNCs' tax behavior. In general, they are 

confident that few instances of attempted tax evasion exist and that, when 

they do, national tax authorities have developed effective techni~ues for 

identifying and controlling abuses. 

The chief strategy of tax minimization by multinational companies 

is manipulation of transfer prices. Subsidiaries can be instructed to 
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set high prices on intra-corporate shipments to high-tax countries, and 

low prices on those to. low-tax countries. Customs officials are 

not without recourse when they suspect that transfer prices are 

unrealistic and are rigged to give parent or subsidiary a special 

benefit. A five to ten percent or higher increment may be added to the 

invoiced price for customs valuation in intra-corporate purchases. The 

complexities of pricing as it relates to customs duties, taxation, 

earnings distribution, and employee compensation are exemplified 

by problems recently encountered by Ford of England. Auto components 

manufactured by the firm had no open market price but were exported 

to the United States and used in the manufacture and assembly of 

Pinto automobiles. Since there was no specific export price available, 

an administered pr1.ce had to be constructed by Ford that was both 

satisfactory to u.s. Customs for duty purposes, and satisfactory 

to the U.S. Internal Revenue Service for verifying the profits of the 

U.S. Ford Motor Company. The administratively determined price which 

Ford of England received for the components was a major factor affect

ing the profits of the subsidiary, the dividends to joint owners in 

England, corporation taxes.to be paid in England, and wages to be paid 

to the firm's British employees. 

The prevalence of administered or arbitrary intra-corporate 

pricing is a principal reason why multinational companies prefer 

100 percent ownership of foreign subsidiaries. Minority stockholders of 

a subsidiary in a high-tax country like the United Kingdom, for example, 

would be deprived of their fair share of total profits if shipments came 
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in at prices which were set to minimize the worldwide tax liability of 

the U.S. parent corporation. Those minority stockholders might then 

have grounds to sue the parent company in a British or a U.S. Court--a 

nasty situation which the U.S. parent obviously would rather avoid by 

having no local minority stockholders to please. 

In countries like India which have been known to impose special ex

cess-profits taxes on a single company, it has been possible for the 

parent company to buy the plant equipment for one price, transfer it to 

the subsidiary at, say, a 50-percent price premium on a 50-50 debt-equity 

basis, and remit some profit home in the guise of interest. Transfer

price manipulation can be used for purposes other than tax optimization. 

When a country prohibits remittance of dividends, the transfer prices can· 

be raised and the dividends taken out that way. 

The use of tax havens for location of marketing, insurance, non

operating investment, and other financial functions of multinati~nal 

companies is another cause for concern by the tax authorities, because they 

sometimes seem to serve no valid function other than tax evasion. Tax 

havens are countries which offer a low-cost, low-tax base for corporations' 

financial transactions and no accompanying restrictions on currency move

ments. They allow multinational companies to manipulate funds without 

having to tie down a large amount of capital in one place or without having 

to check constantly with .government officials who are concerned about their 

national balance of payments. 

Tax havens became popular because they allowed multinational 

corporations which had earned large profits in low-tax countries to make 
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use of those funds during the time lags before the tax authorities in 

their home countries made final balancing assessments. However, the 

manipulation Of transactions can move even further, to actually concentrate 

profits in a low-ta.x "haven" country. For example, a tax-haven subsidiary 

may, in a paper transaction, "buy" a product for $2 from a low-labor-cost 

subsidiary in Hong Kong and then "sell" it to the Belgian subsidiary for 

$3 to reduce the tax in Belgium. Switzerland, which has served as a tax 

haven for many years, has been joined by Luxembourg, the Bahamas, Panama, 

Curacao, Liechtenstein, and others. 

That the tax authorities in non-haven countries are not without 

recourse when abuses are suspected can be illustrated with a technique 

used by the Belgian government. In the example cited above, the essence 

of the procedure followed by the firm is to inflate the costs--and thereby 

reduce the profits--of its Belgian affiliate. The basic tactic need not 

apply only to tax-haven situations; it is practiced wheneve~ the parent 

firm wishes to shi~ the locus in which profits ultimately are declared, 

and it can involve manipulation of all sorts of "cost" account payments: 

royalti8s <=1.~1(l. fees, rese-:i.:::-c~ costs, intracompany trade, and equipment 

purchases. Howave~, the Belgian ~ax authorities follow a simple procedure 

whenever they Ruspect such s~ulldugge:::--.r. In.ste~d of te.xing a local sub

sidiary on the basis of its declared profits (or losses), the levy may ·be 

based on a negotiated percentage of the subsidiary's total expenditures 

(costs). Th~ MNC is thereby forced (1) to justify its affiliate's ex

penditures :1.n detail, and (2) to make eYery attempt to reduce rather than 
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increase its costs in order to avoid heavier tax liability. Unfortunate

ly, this procedure can cause problems for legitimate research and de

ve~opment (R&D) subsidiaries (which have costs but no income) and for 

operating affiliates which realize legitimate losses. 

Effect on host countries' industries 

The capabilities and agressiveness of large U.S. multinational 

companies arouse fears in some companies of host countries that they will 

be pushed out of markets and be undercut economically. Although these 

threats may not materialize or may be offset by benefits to local industry, 

certain problems or negative effects have been noted. The entry and 

subsequent activity of a single large U.S. multinational company is 

frequently beneficial to all and may not disrupt local markets, but the 

fact is that several U.S. multinational companies often enter all at once. 

This simultaneous entry into an area of market opportunity is characteristic 

of oligopolistic competition in the United States in which the competing 

large enterprises employ similar methods of analyzing and exploiting new 

investment opportunities. One.of their primary objectives is to maintain 

their share of the market, with the result that they tend to respond 

quickly to each other's strategic moves. This has happened in aluminum, 

tires, hotels, synthetic fibers, and agricultural machinery. It may re

sult in overcapa.city, labor shortages, and higher wage levels. 

Local companies often are unable to borrow money (even in their own 

countries) on terms as favorable as those available to the multinational 

company, whici1 can trade on the cr.edi t rating of a "prime name" U.S. 
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parent. Also, U.S. companies often come into tax-subsidized depressed 

regions which the local industries have (mistakenly) ignored. If they 

succeed, the local companies are faced with what they then allege is 

"unfair" or "distorted" competition. Fina1ly, local businesses may be 

confronted suddenly with superior technological know-how and in response 

they cannot call on large, centralized R&D facilities as can the multi

national company. 

The thinking of the European Community's policymakers on these 

issues is coherent and instructive. Their basic premise is that the 

arrival of the U.S.-owned MNCs is not, in itself, a bad thing. In fact, 

the weight of evidence as the EC sees it is that the MNCs bring to Europe 

positive benefits in terms of employment, faster economic growth, more 

international trade, and higher levels of technology. However, the 

Eurocrats would like to see European-owned businesses develop on a multi

national basis within the Community as vigorously as the U.S.-owned MNCs 

are penetrating th~ area. As barriers to such development, they cite 

the superior financial muscle of the U.S.-owned firm and its access to 

better capital market and banking facilities than smaller European 

competitors enjoy; the U.S. MNC's larger, home-based R&D. effort; competitive 

national incentive programs to attract forei'gn investments; and the legal 

and tax barriers· which still hinder cross-border mergers among EC firms." 

In the framing of Community policy, therefore, the stress is on removing 

the obstacles to the development of the "European" firm rather than on 

throttling the opportunities available to the Americans. 
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Balance-of-payments problems 

A U.S •. multinational company typically .invests capital abroad which 

is "paid back" by after-tax profits plus depreciation (cash flow). After 

the pay-back period, the cumulative cash flow is increasingly on the 

plus side for the firm. 

Balance-of-payments problems, seen from the national point of view, 

center on several facets of this mechanism. The earnings flows of a 

nation's overseas investors, if repatriated, should (after a lag of some 

years) more than offset the o~iginal outflow on long-term capital account. 

But complicating factors almost always exist, prompting some to fear that 

the positive effects on the balance of payments are too small and arrive 

too late. The question is not settled, however, and a major effort in 

later chapters of this study will be devoted to an analysis of the balance

of-payments effects of MNC activity, both for the United States and for 

selected, key foreign countries in which MNC activity is important. 

Possible complications are manifold, and they can affect the balance 

of payments both positively and negatively. Some (6r all) of the capital 

invested abroad may not come from the United States; it may be borrowed 

abroad. U.S. parent firms, once they have tested foreign markets to 

finance their subsidiaries abroad, may tend increasingly to use these 

markets to· finance investment at home. In the first case, the balance-of

payments effect is ''less negative" than the gross amount of foreign invest

ment would indicate; in the second case, it is positive. On the negative 

side, profits that are not repatriated do not enter the balance of payments; 
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if they are le~ abroad, they never come home to offset the original 

capital outflow. Foreign investment could generate negative effects 

on the U.S. trade account, including, possibly, some displacement of 

U.S. exports by the foreign output of multinational companies' plants 

and/or some displacement of U.S. domestic production by imports from 

the MNCs' overseas affiliates. On the other hand, the affiliates may 

generate demand for U.S.-made goods at a faster rate than would foreign

owned firms operating in the same industries. Royalties and management 

fees also enter the picture, on the positive side. In some cases, they 

are merely disguised earnings flows; in other cases they represent in

come that accurately can be attributed to prior exports of processes 

and knowhow. A proper analysis--which is the major fo.cus of chapter II 

of this study--must sort out these and other factors to ascertain where 

the "balance" lies. 

International monetary problems 

The past half-decade has been a period of severe crises in the inter

national monetary system. It has also been the period of the most rapid 

expansion of multinational business in modern economic history. The 

juxtaposition of these two sets of events suggests a connection which 

has taken the form of an allegation that the MNCs have played a major 

destructive role in the recurrent monetary crises of recent years. That 

the MNCs have an important place in international monetary affairs now 

is beyon~ dispute; they are a major force in the world economy. However, 

their precise role in the recent crises is open to question. It may have 
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been quantitatively large or small. Even if it has been large, it is not 

settled whether it has been destructive or destabilizing. Finally, 

if the influence of the MNC is a destabilizing one, an analytic decision 

is required on whether the financial activities of the MNCs can in fact 

be controlled within the framework of a traditional, Bretton-Woods-type, 

fixed exchange rate system,; or whether they are incompatible with such 

a system and therefore are uncontrollable by national governments except 

under some other sort of system. These questions will occupy chapter 

five of the present study. 

The principal elements of the debate over the MNCs' role in the 

recent crises center on the international cash management policies of the 

MNCs--the so-called International Money Management, or ''IMM," techniques 

employed by corporate treasurers at headquarters facilities to rationally 

organize and manage the large pools of short-term funds available to the 

companies at any moment. A first point to be made is that not all MNCs 

employ IMM techniques, although their number is growing. IMM is a high 

art, involving considerable management skill and tight, centralized control 

systems. Some firms (even large ones) have not yet reached a level of 

international maturity in which IMM can be practiced effectively; either 

they are not sufficiently aware of the necessary technology (i.e., their 

management is backward), or they are growing too fast multinationally to 

bother yet about tight coordination of this growthi Other MNCs, as a 

matter of policy, prefer to allow maximum autonomy to each of their 

affiliates as an entity with ultimate profit responsibility. IMM is in

compatible with such autonomy. 
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The ideal, "ultimate r IMM system requires all affiliates to sub-

ordinate financial decision-making to a single super-treasurer at 

corporate headquarters. It involves comprehensive reporting of financial 

information--some of it on a daily basis via sophisticated communications 

systems--to headquarters, where information is pooled, scrutinized, and 

used as a basis for generating financial orders to "the field," The 

information and intelligence requirements are vast; and decision-making 

must be rapid. 

What does IMM do? Its first main function is merely organizational. 

A very large MNC, with affiliates in many countries and transactions in 

many more, will find itself generating enormous numbers of transactions 

(both internal and external to the firm) which must be cleared across the 

foreign exchanges. Such transactions involve considerable cost. There-

fore, IMM, by centralized management, can pool these transactions, often 

offsetting one against the other internally on the firm's books, so that 

costs are significantly reduced. It can identify unacceptable lags in 

payments it is supposed to receive and take steps, perhaps in cooperation 

with the firm's "lead" bank in the headquarters city, to reduce the lags 

and speed contributions to total cash flow. 

The foregoing practices could be termed.the "tactical" phase of 

IMM. Another phase, which could be termed "strategic," is potentially 

the main source of destabilizing international monetary flows. It in-

volves the firm's dealings in two areas: the exchange markets and the 
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money markets. As soon as an IMM system is in being, the firm should 

have at hand the necessary intelligence information with which to gauge 

very accurately its exchange risk exposure in every currency in which 

it deals. At the very least, this will improve the traditional response-

hedging an exposure in a weak currency by selling that currency forward. 

But the .MNC has more potent weapons than that. With a subsidiary operating 

in the weak-currency country, it can order that affiliate to start speed

ing up its payments to affiliates in strong-currency countries, while the 

latter will be directed to drag their feet in sending funds the other way. 

This is basically what "Leads and Lags" are all about. The objective is 

to reduce exposure in a weak currency, or preferably, to build up debt 

in that currency--which is exactly what the· local affiliate would be ordered 

to do as it draws down balances by leading payments and lagging receipts. 

The MNC's gains from these practices are twofold: (1) foreign exchange 

risks are avoided to the maximum possible extent, so that the firm is not 

caught flat-footed by the devaluation of a currency; and (2) foreign exchange 

costs--which are higher than the costs of dealing in one's.own curr~ncy ... -

are minimized. 

In the money markets, the problem concerns interest rates. Here, 

the objective is to have affiliates in countries where rates are low 

borrow, while subsidiaries in high-rate countries reduce debt. Then, the 

financial needs of individual affiliates can be met via intra-company pay

ments, someti-i:nes using the lead~-and-lags technique described above. In 

some cases, exchange risk considerations and interest rate objectives 
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country. But in other cases, the objectives conflict. Exchange risk 

considerations may argue for going short in a currency, while interest 

rate considerations argue for going long. In these cases, judgmental 

factors enter, and IMM becomes a matter of weighing risks. 

IMM practices potentially can cause problems for national monetary 

authorities, but the extent to which they do so is not now known. When 

the MNC moves rationally to reduce its exchange risk, it is generating 

flows 9f funds out of a weak currency--which contributes further to that 

currency's weakness. It also is moving funds into some strong-currency 

country, funds which find their way into local money markets and have an 

inflationary effect that local monetary ~uthorities feel impelled to try 

to counter. When funds are moved for interest-rate reasons, the movements 

not only affect the exchanges but, more importantly, tend to bid up low 

rates (because there is more demand for low-rate money) and bid down high 

rates--thereby potentially subverting domestic monetary policy in both 

the high- and low-rate countries. In all these cases, it is not the fact 

of IMM that is in dispute, but the extent to whic:h its effects actually 

are felt by central banks, the managers of monetary policy, and the ex

change markets. 

The foregoing discussion is cast entirely in terms of using IMM to 

avert risk, i.e. , as a defens.i ve tool. However, the MNCs have been accused 

of using IMM aggressively--of ceasing to employ it to protect ·assets and 

turning to actually risking assets to speculate on exchange rate changes. 
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There is little evidence that IMM is used in this manner to an extent. 

that would have much overall effect; but the question remains to be re-

searched more fully. 

The Multinationals' Escape from the Sovereign Power and 
Prerogatives of Both "Home" and "Host" Countries 

One broadly stated allegation against the MNCs. is that, with their 

enormous size and the flexibility that arises from being able to operate 
'·-

in many places at one time, the firms have ceased to be de facto corporate 

"citizens"' of both home and host countries in any meaningful sense--re-

gardless of whatever de jure forms their organizations may take. In 

short, neither parent nor affiliate, it is said, is responsive to the 

legitimate dictates of the national government in which it is legally 

domiciled. A corollary to this argument states that, when a firm has in-

deed become truly "multinational," witha..worldwide perspective_;i.n its 

duction and market planning, its interests can often diverge from the 

economic policies of home- and host-country governments, with the result 

that these policies are subverted. 

In reality, allegations of this sort are heard more often outside 

the United States than at home. The size of the U.S. economy and the 

subsequent pervasive power of the U.S. Government in the economic sphere 

far exceed the economic muscle of any other nation. Practically without 

exception, the MNCs have a stake in the United States that precludes in 

practical terms any attempt to enter into a head-on confrontation with 

the U.S. Government on a matter of fundamental policy. Moreover, not 
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international outlook; most of them remain basically U.S. firms which 

merely have significant international operations. Therefore, they re

main oriented to the U.S. economic system and basically accountable 

to the U.S. Government. 

A caveat is in order here, however. Since there never has been a 

major confrontation between the MNCs and the U.S. Government on an issue 

which vitally affects MNC interests, it is not entirely safe to say that 

such a confrontation' would not lead to a challenge of U.S. policy by the 

companies. Some of the largest companies, which have vast economic 

powers and interests in the United States and together employ millions 

of people at home, nevertheless derive half or more of their total profits 

from overseas operations. It is not inconceivable that some major policy 

shift which would place those overseas profits in jeopardy could lead to 

effective evasive action on the companies' part. 

Abroad, fears of' the MNCs on the "sovereignty" or "accountability" 

issue are voiced frequently and loudly. They also take on an added di

mension, as foreigners worry that, precisely because most of the MNCs 

are fundamentally U.S.-oriented companies, the firms themselves may serve 

as mere extensions of the U.S. Government, ordering their affiliates to 

hew to U.S. policies even when they conflict with the national economic 

policy interests of a host-country government. 
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In general, foreign suspicions that the MNCs are not accountable to 

host-country governments have found few grounds for validation in actual 

MNC preformance. It is to the MNCs' credit that, despite the probably 

real potential for disruption on which the suspicions are based, account

ability has been the rule rather than the exception in virtually all 

countries. Nevertheless,·the suspicions persist. Ten major examples of 

foreign complaints about the MNCs can be cited: 

Size and economic power of multinational companies.--The leading 

multinational companies are very large in relation to individual national 

economies outside the United States. If GNP is considered comparable to 

a company's annual revenues~ then General Motors is about the size of 

Belgium; Standard Oil of New Jersey is as large as Denmark; General Electric 

is the equivalent of Greece; and IBM is as large as Norway or Portugal. 

This sheer size raises fears about the ability of the host government 

to continue to guide the national destiny when the big MNCs operate within 

its borders. There are worries that a country could become economically 

and even politically subservient to the power of giant multinational 

enterprises. Such extreme fea.rs, however, almost never have led to con

crete action. Most governments have acted on the premise that, for the 

moment at least, the benefits of the MNCs' actual presence outweigh the 

potential disadvantages. 

There have been relatively few cases of wholesale nationalization 

a.r expropriation of foreign assets by host countries. Official responses 

to the MNC usually are limited to the commissioning of "studies" of the 

MNCs, directives to the local tax and antitrust authorities to watch the 
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foreigner especially carefully, measures to increase profit retention 

and reinvestment in.the.host country,.~nd·much talk. For the host· govern

ment, the problem can be highly political. The strongest critics of 

the MNCs o~en are in the political opposition. They o~en are able to 

push their governments to evince concern about the MNCs, but usually not 

to the point of.radical· policy shifts which would send the companies packing. 

Trading With the Enem,y Act of 1917 and the Export Control Act of 

1949.--These acts forbid sales of many items to Cuba, North Korea, North 

Vietnam, Canmunist China, the USSR, and other countries. A U.S.-owned 

foreign subsidiary often finds itself in conflict with the host govern

ment which has either no such restrictions or different ones. The problem 

has become acute when the subsidiary enters a contract to supply components 

to a government-owned aircraft company, for example, and then that govern

ment subsequently contracts to supply those aircraft to a proscribed 

country. This situation occurred some years ago when General de Gaulle 

wanted to sell French aircraft to China. Because they contained some U.S. 

components, the U.S. Government managed to block the sale; but only after 

a strong and bitter argument with the French. There have been several 

similar cases, involving several friendly countries. 

Capital export restrictions were imposed on U.S. multinational companies 

in 1968 to slow the outflow of capital for new overseas investment and 

thereby protect the balance of payments. In response, the MNCs shi~ed 

to European capital markets and the Eurobond market for a major share of 

their investment financing. This made many Europeans feel that they were 
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financing the take-over of their own.industries by U.S. companies, 

either because the funds for such expansion came from their own nationals 

or because their monetary authorities were holding .more dollars than 

they wanted as a result of our payments deficit. Also, host countries 

at times are critical of multinational companies' depletion of local 

capital which may be needed for other enterprises. Finally, they complain 

that heavy capital inflows can subvert a tight money policy. (The Euro

bond market also affected the U.S. balance of payments because a sub

stantial amount of the money going into these bonds was switched out of 

other dollar securities or diverted from investment in Wall Street.) 

A concomitant provision of the capital export restrictions required 

that subsidiaries of U.S. companies repatriate part (up to 80 percent) of 

their earnings. The European countries felt this violated their 

sovereignty because these subsidiaries were registered as national companies 

in the host countries and were expected to cooperate in meeting their 

planning objectives. 

Antitrust legislation of the United States is intended to protect 

competition in domestic American commerce and foreign trade without taking 

into consideration the domicile or nationality of the affected party. 

A European subsidiary that sells little or none of its output in the United 

States, yet possesses the potential for selling an appreciable fraction 

in the United States later, may not escape U.S. antitrust prosecution. 

The United States intervened in Gillette's acquisition of Bran, and Litton's 

acquisition of Triumpf-Adler in Europe, because both companies were making 

similar products in the United States. The United States forced the 
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dissolution of Mobay (joint venture of Monsanto and Bayer in the United 

States) years a~er its formation. With respect to Europeans' investments 

in the United States, the European> allege that the extra-territorial 

application of the antitrust laws will make European companies vulnerable 

even in the non-U.S. operations if they also operate in the United States. 

Another complaint concerns the uncertainty of antitrust prosecution--a 

firm never knows whether or when antitrust action will come. 

Buy-American policy.--Although the policy is supposedly unofficial, 

U.S. companies' foreigIJ, subsidiaries o~en are under strong pressure from 

home offices sensitive to domestic critics and government suasion to buy 

U.S. equipment and supplies. Foreign countries have the same policies, of 

course. Their existence in Europe was the primary reason for some U.S. 

companies' entry into manufacturing in Europe. No country's hands are 

clean in the field of government procurement and "Buy-Local" policies. 

Complaints related to ownership.--The U.S. multinational company 

almost always prefers wholly owned subsidiaries. Full ownership permits 

flexibility and selective centralization of management and thus realization 

of enhanced benefits of multinational operation. However, host countries 

usually prefer some equity participation by local residents, and laws 

sometimes are passed to enforce such preferences. One factor is the de-

. sire to share in the profit~ and operations of the local subsidiary; 

another stems from nationalistic suspicions of the centrally managed, 

wholly U.S.-owned subsidiary--i.e., suspieions that a management remote 

from the local area will make decisions which are adverse to the local 

economy. Once there are local minority (or majority) partners, arguments 
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ensue over transfer prices; reinvestment of profits versus paying 

them as dividends; appointments of host country citizens to top jobs; 

reluctance or inability of the local partners to put in additional 

capital to increase the growth rate; and the amount charged by the U.S. 

partner for patents, licenses, raw materials, and management services. 

Acquisitions of foreign companies by U.S. companies bring additional 

complaints. A~er an acquisition is made, a number of changes may occur 

which are upsetting to the host country. National ownership of technology 
/ 

and knowhow is renounced to the proprietary interest of the U.S. parent; 

the top Inf!.nager is o~en a U.S. national; the firm becomes subject to 

U.S. laws; there is possible loss of meaningful annual financial reports 

for the acquired company; the parent company may decide to cut production 

or shut-down the acquired company in favor of another operation in another 

country; and the R&D effort fs likely to be concentrated in the United 

States. 

Neocolonialism.--In addition to resentment of the financial power 

of American investors in foreign countries, there is resentment of cultural 

byproducts of multinational companies' foreign activities. American 

movies (even when made abroad), television programs, soft drinks ("Coca-

Colonization"), and food products, for example, are favorite targets. 

Beyond these popular and perhaps inconsequential factors, however, the 

magnitude of American investment abroad has aroused more serious re-

sentment with both economic and political ramifications. In 1968, U.S. 

companies owned 43 percent of the capital of all Canadian industry, and 
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along with a few other countries controlled 60 percent of Canada's 

mining and manufacturing companies. In the United Kingdom, U.S.-owned 

firms supplied 10 percent of the output of British factories and 17 

percent of Britain's visible imports. Penetration of such proportions 

is perforce a matter for public policy concern. 

Because most subsidiaries are wholly owned by the parent company, 

local investors are excluded from attractive investment areas. If they 

want to invest in some of the leading industries of their countries, 

they must buy stocks of U.S. parent firms, yet foreign investors in such 

firms can have only a miniscule voice in determining the policies of 

these companies in their own countries. 

Lack of reciprocity.--Foreign countries which generally have welcomed 

the investments of U.S. firms allege that there is a lack of corresponding 

opportunity for their companies to invest in the United States. Numerous 

federal and state laws and regulations hinder foreigners' rights to 

establish and conduct businesses in the United States. Foreign companies 

cannot invest in the United States in coastal shipping, domestic aviation, 

hydroelectric power generation, leasing or mining of federal lands, 

insurance, alcoholic beverages (in some states), many banking activities, 

and domestic radio communications. All officers of any firm that has 

defense contracts must be U.S. citizers. 
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Labor relations.--Labor unions everywhere have been unable, thus 

far, to cooperate and coordinate their strategies toward the MNCs inter-

nationally. They charge that the multinational companies play them off 

against one another by threats of shif'ting production from country to 

country. The many thorny problems of labor relations that have arisen 

because of MNC activity will be explored in detail in Chapter VIII of 

this study. 

A Catalog of the Alleged Advantages of Spreading 
Multinational Business 

Proponents of multinational business claim it is an efficient, pro-

ductive mechanism for turning out an increasing flow of goods and services 

at reasonable prices and for bringing the world into closer harmony in 

the process. The result is faster economic growth and higher living 

standards in industrial nations and developing countries alike. 

Efficient operation on a worldwide scale 

The economic benefits to a given company from worldwide operati0n 

result in greater output and lower unit costs. That company then has 

at least the potential for supplying people with more, better, and 

cheaper goods. The benefits come mainly in production, research, finance, 

growth through geographic and product diversification, and more efficient 

management. 
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Production.--Thinking globally, managers of multinational companies 

coordinate production and sales worldwide. They take advantage of lower

cost raw materials or labor, proximity to markets, and the ability to 

eliminate costs such as transportation, tariffs, and payments to middle-

men. 

Worldwide integration brings economies of scale and also flexibility 

to operate factories more economically. For example, a company operating 

only in the United States whose sales of a product are increasing 10 

million units per year has a difficult problem when it runs out of plant 

capacity if the most economic new factory which can be built has a capacity 

of, say, 100 million units per year. That new plant might have to be 

operated below the breakeven point for some years. But if the same company 

is a leader both in the United States and in the EEC, it can build the 

first plant in the United States, the second in Europe, and ship the prod

uct east, then west over a passage of time. A European company which 

operates only in Europe does not necessarily have the same problem. It 

could make a cartel agreement with its leading competitor whereby it 

builds the first factory, the competitor waits until the agreed-upon time 

to build the second, and they resell each others' goods depending on who 

is long in plant capacity. 

Multinational companies can use plants in different countries to 

make different products, shipping components to any or all those coun

tries (and others) to be assembled into final products. Ford builds Pinto 

engines in Britain and Germany for assembly into cars in the United States 

and Canada. Sperry Rand supplies the European market with electric shavers 
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from two plants in France and Germany, drawing on different labor pools 

but utilizing the same management. 

Research.--There are advantages in doing research in one or two 

places for worldwide enterprise, and being able to spread the R&D ex

penditures over relatively large sales volumes. For example, many chemical 

companies budget about 3 percent of sales for R&D. A $2 billion company 

is more likely to make significant research discoveries than a $200 million 

company, and the fact that nearly all the large chemical companies are 

multinational is an aid in attaining large sales. These companies may 

establish technological intelligence offices in European countries and 

Japan to keep abreast of developments there; e.g., to find from similar 

organizations in those countries what technology is available free or 

for sale, or what is still in development that might offer possibilities 

for joint effort, or what market needs exist. 

U.S. companies' actual research efforts are still generally con

centrated at home, presumably because of communications advantages, 

government-sponsored programs, inertia, management limitations, or economies 

of scale. IBM is one of a growing number of exceptions; it has important 

laboratories both in the United States and abroad which are linked with a 

data transmission network for continuous exchange of research findings_. 

IBM's numerous foreign laboratories get worldwide responsibility for certain 

products and systems once the specifications have been determined at 

headquarters. As one of the most progressive MNCs, IBM has recognized that 
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scientific talent, research ability, and advanced technologies themselves 

are to be found in abundance outside the United States. 

One point that should not be lost is that, regardless of the location 

in which technology actually is generated by an MNC, the ownership of 

that technology falls into American hands whenever the firm is U.S.-based. 

Since it is increasingly evident that the capability to develop new 

technology is widespread outside the United States, the role of the U.S.

based MNCs may actually be one of preempting for the United States the 

proprietary control of foreign technology that might otherwise be owned 

by someone else. 

Finance.--When a company escapes from the confines of its own 

capital and money markets, it obtains a flexibility and power for operations 

which simply are not available in the strictly national environment. 

Banking contacts multiply. Different national and local capital markets 

can be tapped--sometimes almost simultaneously-~to raise the enormous 

packages of funds required to sustain the domestic and foreign investment 

programs of modern manufacturing industries. Working capital can be secured 

wherever interest rates are lowest and supplies are most ample; tight 

money and high interest rates at home no longer need force a slowdown in 

the company's operations. Tax liabilities c.an be minimized across national 

boundaries; International Money Management techniques can come into their 

own as a means of controlling the firm's financial affairs down to the 

smallest detail. 
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At the same time, risks multiply as a firm's exposures in different 

markets with different currencies grow. Tight financial control is a 

response to these risks. Historically, the financial uncertainties of 

international as opposed to domestic business have been one of the major 

barriers to its rapid growth. To the extent that the innovative finan-

cial techniques of the MNCs (and the multinational banks) have helped 

to reduce the riskiness of international finance, therefore, they have 

contributed to the faster growth of international business in general 

and to the closer integration of the world economy. 

Diversification benefits arise mainly from foreign acquisitions 

of businesses already in being. "Grassroots" diversification projects--

i.e., new-product development using a firm's own resources to create 

(or copy), produce, and market an item--usually are undertaken in the 

home country first; by the time they are taken abroad for investment, 

they are no longer new diversifications. In fact, foreign acquisitions 

usually represent an alternative to "grassroots" projects on a foreign 

site. They have several advantages: 

(1) They allow rapid market entry, with fast achievement of 
acceptable market share, sometimes through concessions such as 
franchises and choice locations (e.g., a chain of retail outlets); 

("2) They may yield proprietary control over a body of techno
logical knowhow, which is more desirable than merely licensing it; 

(3) There may be manufacturing advantages, such as desirable 
plant site in a port area, an exceptionally efficient plant, 
and/or a supply of scarce skilled labor that comes with the 
plant being acquired. 
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(4) An acquisition may cost less than its true worth. A 
typical candidate is the foreign company which lacks a strong 
research program or the necessary financial resources for optimum 
growth, or which is a family-controlled corporation with no 
suitable successor to qwnership and management. Such companies 
may prefer U.S. purchasers because they might offer the best 
promise for continued development and greater competitiveness. 
More important, the Americans may pay more. Market-oriented 
U.S. firms are notorious in Europe for acquiring operations 
at prices the locals consider outrageously high, whereupon . 
aggressive U.S. management achieves results that eventually 
reveal the prices as bargains. 

The foregoing are advantages to the firm, but not necessarily to 

society as a whole. Such additional benefits arise when the new manage-

ment transforms the acquired firm into a larger, more progressive, and 

more successful enterprise than it may have been in the past. This does 

not always happen, but when it does there is a social gain, which de-

rives from the integration of the acquired business into the better-

managed, more flexible, and more efficient structure of the parent MNC. 

Management knowhow may be the premier U.S. resource. Exported to 

overseas operations, it returns substantial benefits. The company that 

operates in many countries with varying labor conditions, market demands, 

competitive practices, money-market rates, tax laws, etc., finds multiply-

ing opportunities to improve financial results, growth, technology, and 

competitive stance--provided that it can clo.sely coordinate all the parts 

of its operation. 

Just as the more mature MNCs have discovered how to tap resources 

of foreign technology, they also have discovered how to mine reserves 

of foreign management talent. Thus, they export U.S. management know-

how, but not necessarily U.S. management personnel. U.S. citizens are 



almost as rare in the executive offices and on the professional techni-

cal staffs of the MNCs overseas as they are on the assembly lines. 

The coordination of MNC operations requires planning and system-

ization of control of a high order. In the largest and most sophisti-

cated MNCs, planning and subsequent monitoring of plan fulfillment have 

reached a scope and level .of detail that, ironically, resemble more than 

superficially the national planning procedures of Communist countries. 

There are general goals set by top management, against which far-flung 

affiliates generate detailed operational plans for a year's, 5 years', 

or 10 years' activity. These localized plans then are fought out at the 

regional ~eadquarters level, where goals, inputs, outputs, and financial 

needs are reconciled. The regional executive then carries "his" plan to 

a confrontation with his colleagues and top management at "the Kremlin" 

(U.S. headquarters), where still more reconciliations and compromises 

are made. The result is a set of norms for all levels of management to 

fulfill, with production inputs, outputs, sales goals, and financing re-

quirements all detailed and coordinated as carefully as possible. During 

the life of a corporate plan, fulfillment is periodically reviewed, and 

appropriate pressures and rewards are conferred upon those who do not 

meet and those who do meet the plan targets. Without these devices, the 

large, complex MNC would disintegrate into chaos, thus forfeiting the 

advantages of managerial efficiency that may be its principal contribution 

to world economic welfare. 
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Higher Living Standards for the United States, for the World 
as a Whole, and for Individual Countries Abroad 

To the extent that international movements of direct investment 

capital are a response to free market stimuli, well-settled economic 

doctrine holds that they should achieve a more rational international 

allocation of factors of production. This implies an expansion of 

world output and greater economic integration, with a concurrent tendency 

toward equfilization of wage rates (at higher levels), interest rates, 

stocks of technology, and living standards among all the countries where 

direct investment takes place. 

The ~inds of data usually adduced to demonstrate the truth of such 

theoretically derived propositions are not conclusive, but they are 

highly su~gestive. Some typical numbers for the United States are dis-

played in table 5. They purport to measure some key results of the 

economic performance of five U.S. industries which are leading foreign 

investors ( "high-multinationals" )--transport at ion equipment , . IIRc hinery, 

electronics, chemicals, and scientific instruments--and to compare these 

results with those for the remaining manufacturing industries, which are 

not heavy investors abroad. The data indicate that the "high-multi-

nationals" during the 1960's increased their domestic employment more 

than 1.8 times as fast as the "others," with domestic shipments growing 

1.2 times and exports 1.4 times as rapidly .. Moreover, the "high-multi-

nationals" averaged about eight times as much expenditure on R&D as their 

less fqreign-oriented counterparts. 



Table 5.--Certain indi~ators of economic performance of U.S. 
"high multinationals" and "other"manufacturing industries, 
;pecified periods 1961 to 1970 

Type of ind istry Employment Value of shipments 

1961 : Growth rate, : 1961 : 
1961-69 

1969 :Growth rate, 
: 1961-69 

:Millions :Millions : . . . . . . 
:Billion :Billion: Percent 
:dollars :dollars : per year 

High multinationals---: 5.3 J.l 

Percent 
per year 

3.7 135 247 7.9 
Other manufacturing 

industries----------:-===1=1==·=0=====1=3=·=0===========2=·=0== 235 396 

Exports 
Percent of 
total R&D 

in U.S. 
industry 

Percent of 
total ex
penditures 
for over
seas manu
facturing 

1961 

:Billion :Billion 
:dollars :dollars 

High multinationals---: 9.6 20.9 
Other manufacturing 

industries----------: 5.8 10.0 

·Percent 
per year 

10.0 

1.0 

90 83 

10 12 

.. . plants, 
1967-70 

Sources: Emp~oyment, value of shipments, and exports from U.S. Department of 
Commerce publications; research effort from National Science Foundation 
publication NSF 71-39; overseas expenditures from Survey of Current Business 
and IRS (Form 959 data). 

There is p actically complete agreement that the overseas activities of 

U.S.-based MNCs contribute substantially to the levels of employment, overall 

economic growth, and foreign trade of foreign countries, especially the advanced 

33 

industrial economies. Yet there are other, more subtle ways in which U.S. direct 

investment may have benefited foreign economies without necessarily inflicting 

corresponding cost on the United States. Since U.S. firms tend more than 

indigenous firms to seek out depressed areas (and local governments' incentive 

programs to help them), they have contributed relatively more to employment 



and economic activity in such areas, where the contribution really 

counts in terms of overall national welfare. The arrival of the Ameri-

cans in many places has stimulated inefficient or "infant" local 

industries by forcing them to adopt "me-too" strategies in order to 

survive--or by swallowing them via acquisition. O~en U.S. investors 

have been the first to introduce the latest technology or marketing 

practices; European car manufacturers readily admit that the U.S. MNCs 

have revolutionized auto marketing techniques on the Continent. In still 

other cases, the MNC may have been able to take risks which would not 

have been feasible for local firms; the development of Australia's vast 

iron ore deposits by MNCs from several countries is a good example. 

Finally, the attempts of American firms operating abroad to bring their 

foreign operations to a par with domestic operations in terms of technol-

ogy (especially process technology) and management have led to widespread 

upgrading of management, and probably labor, skills abroad.· 

In short, local industries have been stimulated by the competition 

of U.S. firms. They have adopted the technologies and management 

techniques of the multinationals, and have hired away some of their staff. 

Ford's operations in Europe, for example, have supplied a generation of 

finance and purchasing officers who have fanned out through major European 

firms. Occasionally, the Americans have gone home whipped or have had 

to respond to competitive challenges they did not expect. Earlier in this 

century many American insurance companies pulled out of Europe because 
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local rivals, using many of the American companies' techniques, blunted 

their competitive edge. Woolworth, which spearheaded a revolution in 

British retailing, was overtaken by local competitors who developed 

even more effectively the basic high-volume, low-cost approach to 

variety goods marketing. 

Perhaps the most difficult to measure of all the theoretical 

propositions about how international direct investment should benefit 

the world economy is the expected tendency for MNC activity to raise and 

more closely equilibrate wage rates in different countries. Clearly, 

enormous disparities in wages and their purchasing power exist; but 

this is no.t proof that MNC activity has not tended to narrow them, 

however slightly~ Unlike other facets of MNC operations-- their impact 

on employment, economic growth, and international trade-- the wage 

question has not been subjected to even broad-gauge scrutiny. Chapter VII 

of this study will attempt such analysis in detail, both for the United 

States and for selected foreign countries. Beyond that, other chapters 

will analyze more fully all of the principal economic benefits cited 

in this introductory subsection, with the hope that some fact~al flesh 

can be attached to the grandiloquent expectations of economic theory. 
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Increasing Interdependence of the World Economy, and Resultant 
Stimulation of ~ational Self-Interest in Avoiding Conflict 

The leading multinational companies increasingly require centralized 

planning and financial control to coordinate their global activities. 

Many observers allege that the MNCs are vitally interested in world peace 

because they must have open channels for the movement of materials, 

components, information, money, and people. War injures and distorts 

foreign trade in general; it could devastate the MNCs. They would lose 

their mu,Itinational advantages and character if war came to their areas 

of operation. Similarly, the host country possesses incentives to 

avoid war. It' some of its important production facilities are multi-

national subsidiaries obtaining raw materials and components from other 

multinational affiliates, and shipping finished products to still others, 

severe disruption would occur in wartime. 

The men who manage the great multinational corporations are a 

confident group. Many see themselves as riding a wave of social change 

which they themselves are helping to create. But they have one great 

fear, which surfaces in every international investment decision that they 

make: the fear of political instability. Local wars and locally unstable 

regimes can be tolerated by the MNCs because at worst they produce losses 

small enough to be written off, sometimes to the advantage of company 

tax planners. However, should a situation ever arise in which the major 

countries, including the United States, acting in their own national 

interests, wo".lld feel it necessary to alter the fabric of international 

political relationships in the West in such fashion that potential losses 
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could not be borne by the firms, then a logical extension of the 

allegation that the MNCs have a self-interest in avoiding such situations 

is that they might try to flex latent political muscles that they have 

kept carefully hidden in the past, or that they may not even realize. 

they have developed. 

Crucial Questions: Do the Problems--or "Costs"--Generated by the 
Spread of Multinational Business Outweigh the Advantages--or 
Benefits? Or Vice Versa? 

The primary aim of this study is to present a valid and usable 

analysis of the impact of multinational business on the United States 

and world economies, with stress on the former. The analysis is to be 

expressed in terms of costs and benefits for society as a whole and the 

affected segments of it. The preceding 90 or so pages have done little 

more than introduce the subject, indicating roughly the size and scope 

of MNC activity to the present, summarizing the commonly stated reasons 

for the MNCs' rapid expansion since World War II, and outlining the bad 

and good things that critics and supporters have had to say about the 

MNCs. Against this background, the main issues now can be more clearly 

focused. 

The crucial questions to be answered fall into two groups. The 

first is concerned with direct estimation of the impact of MNC activity. 

The key problems in this group are--
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(1) What.has the MNC done to the American and the foreign 
worker? How many jobs have been lost, how many created? 
What has happened to wage levels and working conditions? 
What have been the responses of organized labor movements? 
Even if the overall impact of the MNC has been satisfactory, 
what are the localized effects, and how serious are they 
for the people concerned? 

(2) How have the MNCs affected U.S. foreign trade and the 
trade of other important nations? What role has the MNC 
played in the recent deterioration of the U.S. trade 
balance? Even if the overall effect of MNC trading is 
favorable from the U.S. point of view, are there pockets 
of negative effects in particular industries that are 
worthy of mention? 

(3) Beyond just the question of trade alone, how has the MNC 
affected overall balance of payments developments in the 
United States and abroad? Is the overall influence of the 
MNCs on national balances of payments for the major countries 
so great that specific attention has to be given to the MNCs 
when balance of payments policies are framed? 

(4) What have the MNCs done to the international monetary 
system? What has the system done to them? Given the answers 
to these questions, what are the implications for the future 
of the system? 

(5) What influence have the MNCs had on U.S. and worldwide 
investment--its patterns, its growth, and the capital markets 
which finance it? 

(6) What have the MNCs done· for or against the technological 
strength of the United States? 

The second group of crucial questions is broader, and more con-

concerned with linking the assessment of the impact of the MNCs with an 

assessment of choices and alternatives. It includes such questions as--

(1) Suppose that the analysis reveals that the foreign direct 
investment activity of U.S. firms is depriving U.S. domestic 
industry of opportunities for exports of U.S. mRnufactured 
goods. Are the foreign direct investments nevertheless neces
sary to prevent U.S. firms' market share from eroding even further, 
as the MNCs' supporters claim, or would less investment lead to 
more domestic exports? 
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(2) Could imports of goods from U.S.-owned foreign plants be 
replaced by domestic production? If so, what might the costs 
be? 

In the end, the entire MNC issue, seen from the U.S. point of view, 

boils down to the single query: "Is foreign direct investment a 

substitute for domestic investment or a supplement to it?" If it is a 

substitute, then some non-D.S. interests must be gaining from it, for 

if nobody gains, it would not occur. If it is a supplement, then it 

is likely that everybody gains. 
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CHAPTER II 

IMPACT OF THE MULTINATIONAL FIRM ON THE 
U.S. AND FOREIGN BALANCES OF PAYMENTS 

The U.S. Balance of Payments 

The balance of payments problems experienced by the United States 

during the past decade are well kno-ivn. Although there are various 

standards of "balance" used in dealing with international trade and 

finance, the U.S. balance of payments has been in some degree of 

deficit by any standard in almost every year during this period. 

These deficits have occasioned a great deal of analysis and research 

seeking causes and solutions. ·. Capital outflows in general and U.S. 

direct investment abroad in particular, which are debit or negative 

items in the balance of payments accounts, have come under especially 

close scrutiny. U.S. direct investment abroad more than doubled 

between 1962 and 1965, leading in the latter year to voluntary, and 

in 1968 to mandatory, controls, on such capital outflows. 

The multinational corporation, as one of the principal sources 

of private capital movements, also has come under closer scrutiny. 

The impact of MNCs on the U.S. balance of payments arises predomin-

ately from the foreign direct investment made by these firms. Such 

investment affects the balance of payments in the following manner: 

(a) When U.S. direct investment abroad is undertaken there 
is normally an outflow of capital from the United States. Even 
though such investment has been financed to a significant extent 



in recent years by funds obtained abroad, it usually is accom
panied by at least some transfer of capital from the parent 
company. 

(b) Direct investments abroad generate a stream of earn
ings in subsequent years, part of which is remitted to the U.S. 
parent company in the form of dividends, interest, and branch 
profits. There may also be other types of remittances from 
the affiliates to the parent, such as royalties and fees for the 
use of patents and managerial seririces. 

(c) There is a variety of possible merchandise trade flows 
generated by U.S. direct investment abroad. Capital equipment 
may be exported in connection with the establishment or expansion 
of productive facilities abroad, as well as to meet replacement 
needs. There may be exports from the United States of intermediate 
goods for f'urther processing or assembly abroad by the affiliates. 
Some goods may be shipped to foreign affiliates for immediate 
resale, with the affiliates acting chiefly as foreign sales outlets 
for U.S. products. Foreign direct investment by U.S.-based MNCs 
may also indirectly stimulate demand for U.S. exports through 
income effects in the host country. On the other hand, U.S. 
exports may be displaced by the foreign subsidiaries' production 
and sale of goods that would otherwise have come from the United 
States. U.S. imports may likewise be affected by foreign direct 
investment, as some goods formerly produced by the parents are 
now produced at less cost by the foreign affiliates and shipped 
back to the United States. 

(d) Other items in the balance of payments may be affected 
such as travel, transportation, payments of interest on foreign 
borrowings, and other servies related to the foreign investment. 
These items are generally minor relative to capital flows, income 
on direct investments, and merchandise trade. 

(e) Direct investment in the United States by foreign-gased 
MNCs also affects the U.S. balance of payments, the effects being 
more or less the reverse of those generated from foreign direct 
investment by U.S.-based MNCs. Such investment is small relative 
to U.S. direct investment abroad, but it has grown considerably 
in recent years. 

One other pot en ti al impact of the MN Cs on the U.S. palance of pay-

ments--and unfortunately one that has largely resisted quantification 

in a balance of payments context--results from ~nternational Money 



Management, or "IMM," techniques employed by a growing number of .MNCs 

to organize and rationally manage the large quantities of short-term 

f'unds available to the companies. Since the .MNCs move money across 

international boundaries and foreign exchanges, as well as into and 

out of different money and capital markets with varying interest rates, 

IMM becomes a source of potential profit or loss in itself. One 

obvious use of IMM is to avoid foreign exchange risks to the maximum 

extent possible, so that the firm is not caught unprepared by the 

devaluation of a currency in which it holds liquid asets. IMM prac-

tices pose potential balance of payments problems if such practices 

help to generate large flows of liquid short-term capital into or 

out of a particular currency. 

Methodology 

Several analytic studies investigating the linkage between direct 

investment abroad and the balance of pEcy'l?l~nts have focused on the 

recoupment period, or number of years required for an initial capital 

outflow to generate an equal inflow of investment income and net trade 

receipts. 1/ Unfortunately, the results of these studies vary con-

siderably, depending crucially upon the initial assumptions made 

1/ For example, P.W. Bell, "Private Capital Movements and the U.S. 
Balance of Payments Position," Joint Economic Committee, 87th Congress, 
2nd Session, Factors Affectin the United States Balance of Pa ents, 
Washington, D.C., 19 2; G. C. Hufbauer and F. M. Adler, Overseas Manu
facturing Investment and the Balance of Payments, U.S. Department of 
the Treasury, Washington, D.C., 1968; W. B. Reddaway, et al., Effects 
of United Kingdom Direct Investment Overseas (Interim and Final Reports), 
ca:mbridge University Press, 1967, and 1968. 
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concerning the questions of whether investment abroad supplements or 

substitutes for investment by foreign firms, and whether investment 

abroad does or does not reduce domestic investment. In general, 

however, the studies suggest that in the short run direct investment 

abroad adversely affects the investing country's balance of payments, 

but that the ultimate long run balance of payments effects will be 

favorable. Perhaps the central point to be learned from such studies 

is that there is a dynamic process involved and time must explicit+y 

be taken into account in assessing the effect of direct investment 

abroad on the balance of payments. 

The aim of this chapter is not, however, to estimate recoupment 

periods or to determine whether U.S. direct investment abroad should 

be encouraged or discouraged in order to improve the U.S. balance of 

payments position. Rather, the focus here is simply to describe and 

compare the balance of payments performance of the MNCs with the 

performance of the private sector of the United States as a whole. 

Sufficient data on MNC-generated balance of payments flows are avail

able for only 2 years, 1966 and 1970; although it is possible to compute 

rates of growth, etc., during this 5-year period, no attempt is made 

to relate income and trade flows in a given year with foreign direct 

investment undertaken in previous years. 

Conceptually, the pre3entation of the data is rather similar to 

that followed regularly by the Bureau of Economic Analysis of the 

U.S. Department of Commerce in publishing the U.S. balance of payments 
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accounts in the Survey of Current Business. There is one major differ-

ence, however; all government transactions on current and capital 

account are separated from private transactions, and then aggregated 

together into a single net official account. The purpose of construct-

ing the balance of payments in this way is to allow a more appropriate 

comparison to be made--namely a comparison of the performance of the 

MNCs, which engage in private transactions, with the payments perfor-

mance of the rest of the "private" sector. The comparison takes the 

balance of payments accounts in their usual order of presentation; 

that is--trade, services, unilateral transfers, the current account, 

the capital account, and the overall balance of payments performance. 

Balance-of-payments signs are used throughout the chapter. !f 

An overview 

Table 1 shows a summary of the balance of payments accounts for 

the private sector of the U.S. economy and for the MNC-generated par-

tion of the private sector. It is drawn from the detailed tables A-1 

and A-2 in the Appendix to this chapter. For the 2 years indicated, 

1966 and 1970, the table highlights the importance of the MNCs in 

maintaining a merchandise trade surplus (especially in 1970), and a 

large and growing surplus on the private services accounts (principally 

1/ For those who may not be familiar with balance-of-payments 
concepts, the following is a brief description. The balance of payments 
is a set of accounts which measures, as comprehensively as possible, 
the transactions which generate financial flows into and out of a 
country. Inflows of funds are designated with a (+) and outflows with 
a(-), in standard accounting procedure. 

(footnote continued on page 174) 
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'fdalA 1.--U.S. pri""'te balance of payments summaryz Aggregate, MNC-generated 
and ri.on MNC-generated, 1966 and 1970 .!/ 

Merchandise trade bal.Anc3------: 

Exports----------------------: 
Imports----------------------: 

Balance on S"lrvices -----------: 

Dividends .• interest_, and 
branch earnings, net-------: 

Fees and royalties, net------: 
Other services, net----------: 

Remittances and otP.er 
transfers, net---------------: 

(Ir. millions of dollars) 

3,82L. 

29,237 
-Z5,463 

h,016 

3. 7 86 
1~285 

-1,055 

-613 

1966 
fillC

gen"lra.t;.;id 

2,023 

7.,826 
-5,803 

h,h73 

3,370 
1,192 

-89 

0 

t Non MNC
generated 

1,801 

21,h61 
-19,660 

-h57 

hl6 
93 

-966 

-613 

Ag11:regate 

2,164 

41,963 
-39,7')9 

4,453 

h,150 
1,902 

-1,599 

-1,012 

.: 

1970 

MNc
s_enera ted 

2,0l!8 

12, 9S8 
-10,91.,0 

6,400 

4,802 
l, 747 

-1.49 

c 

Non MNC
generated 

116 

28,975 
-28,8.59 

-1, 947 

-652 
155 

-1,450 

-l,012 

Balance on current account-----·-=~~--~;,~2_2~7~~~-6~,~4_9_6-::-~~~~•~31~~~-"'54,6~0~5'--''--~-8~,~44;:.;;:;.;8~~~---2~,~8~4"""3 
:Uong-term cap.ital, net---------• 

Direct investment, ~et-------: 
Oth"lr long-ter.:i, net---------: 

Basic ba.lanoe (Cu:-rent Acct. i 

-3, C•lS 

-h.026 
l,O;:>G 

-3 .• 252 246 -1,940 -2,h22 

-l.1,026 
77h 

0 
2h6 

-J.912 
1,972 

-3.512 
·1~490 

482 

0 
482 

plus long-to.rm cCJ.pit'll)--------• ~:_.221 3,2/ili 977 3,665 f.,026 -2,361 
~~~'-"~~~~-"'~~~~~---'-~~~~....:;....__._~~~--""~~~~~--'"'--

Non-liquid short-tsrm 
capital, net-----------------: 

Liquid short-term capital 
cJ.aims----- ------··-----------: 

Ba~ance on identifiable 
transactions-------------------: 

., 
-LL 

73 

3,167 

-177 

136 

936 

Y Excludes all go''er::i.'11.ent t.r.o.nfl:-..ct.j_ 0ns •):J. cu:rl'."9nt and ca.oi tal accounts. 

-h32 -.::31 

.35J -99 

3,435 5,8h6 -2,411 

Source: Principally from the Ru:::'ea« o:- Econ,:i".llfc Analysis, U.S. Department of Commerce; MNC data partly 
estimatec by the Tariff Coirmissic-'l in c.on;:::cJn'._!="t.3.on wit~! the Bureau of Econonic A.'1alysis . 
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from i.ncome on U.S. direct investments abroad) . The surplus on 

current account generated by the MNCs more than compensated for the 

net outflow of long-term and nonliquid short-term capital in both 

years. Of the $4.1 billion surplus on identifiable private transac-

tions in 1966, almost $3.2 billion resulted from the operations of 

the MNCs. In 1970, the MNC-generated surplus on identifiable trans-

actions had grown to $5.8 billion, while the balance on identifiable 

transactions for the aggregate private sector declined to $3.4 billion, 

indicating a steep decline and a negative balance for the non-MNC 

portion of the private sector. 

Data broken down by major industrial sector--i.e., manufacturing, 

petroleum, mining and smelting, and "other" industries--are not avail-

able for all the balance of payments accounts, but such data are 

available for merchandise trade flows, income on direct investments 

abroad, and direct investment capital flows. These three· categories 

The balance of payments·accounts have three main parts, or groups 
of accounts. The first is the current account which includes all non
capital transactions such as merchandise trade, services (freight, 
insurance, royalties and fees, interest remittances, etc.), and unre
quited (or unilateral) transfers (gifts, pension payments, etc.). The 
second i~ the capital account which measures flows of long- and short
term financial capital. The third is a section which measures the 
monetary movements through the banking system that are the counterpart 
to the current and capital account transactions; this is where the 
reserve accounts of the central bank and government appear. Transac
tions which are not "identifiable" as belonging somewhere in these three 
gr~ups of accounts are recorded in an "errors and omissions" account. 

Because the balance of payments accounts include the central bank, 
which pays and receives reserves, the "balance" of all the accounts 

(footnote continued on page 175) 
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together accounted for by far the largest portion of MNC-generated 

balance of payments flows. The available data indicate that manu-

facturing firms made the strongest positive contribution to the MNC-

generated surplus on identifiable tra.,sactions, chiefly through their 

merchandise trade surplus. The "other" industrial sector also made 

a positive contribution; the major industries included in this cate-

gory are agriculture, trade, insurance, and finance. The petroleum 

sector appeared to have essentially neutral effects on the balance 

of payments, with large deficits on the trade and direct investment 

capital accounts being "neutralized" by inflows of income from direct 

investment abroad which were larger than those received by any of the 

other sectors. The mining and smelting sector appeared to have had 

a negative effect on the balance of payments, with inflows of income 

on direct investments not completely offsetting deficits on the trade 

and direct investment capital accounts. 

is zero. That is, if all economic entities other than the central 
bank show a net deficit in their transactions with the rest of the 
world, then the central bank will have to pay out reserves (or accu
mulate debts) to the rest of the world in equal amounts--and conversely 
for a surplus situation. Yet a set of accounts which always balances 
at zero has little analytic meaning. Therefore, it is customary to 
"draw the line" and strike balances at various points within the 
accounts, depending on what one wishes to measure. All the transactions 
thus included "above the line" produce some net deficit or surplus 
that can be analyzed. All the transactions "below the line" will, 
by definition, produce a total equal and of opposite sign to the 
deficit or surplus so measured; they may sometimes be thought of as 
the transactions which "financed" or offset the deficit or surplus. 

Among the more commonly used "balances" struck in the foregoing 
manner are the follow"ing: 

(footnote continued on page 176) 
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Th.e trade accounts: 

Trade performance of the U.S. economy as a whole.--The period 

1966-70 witnessed a rapid growth in aggregate U.S. exports, from 

$29.3 billion in 1966 to $42.0 billion in 1970, an average annual 

increase of 9.4 percent. Y However, aggregate U.S. imports increased 

even more rapidly, from $25.5 billion in 1966 to $39:8 billion in 

1970, an average annual gain of 11.8 percent (table 2). As a 

1. The current account, often with its components highlighted; 
2. The capital account; 
3. The current and capital accounts together; 
4. The "Basic Balance," which combines everything in the current 

account with the long-term transactions of the capital account; 
this often is used as an indicator of underlying, long-run 
trends; 

5. The "Liquidity Balance," which selects from all the accounts 
those items which affect the overall liquid asset and liability 
position of the nation; it measures the change in net liquid 
claims on the nation held by foreigners; and 

6. The "Official Settlements" balance which essentialJ.¥ measures 
all the transactions contributing to reserve movements over 
the period; it recognizes that some of the surplus or deficit 
measured on other bases may have been financed by private 
sector lending or borrowing, thus precluding reserve movements. 

None of these "balance" concepts is a "best" one. Which one is 
used in a particular analysis depends strictly on the focus of that 
analysis. In some treatments--such as that in this chapter--several 
of the "balances" are compared.and contrasted for a broader under
standing of what has happened to the structure of t~e balance of 
payments as a whole. 

!/Trade data collected and reported by the Census Bureau, when used for 
balance of payments purposes, require adjustment as to valuation, cover
age, and timing. The trade data used in this chapter are, wherever 
possible, on a balance of payments basis; such data exclude goods exported 
under U.S .• military sales agency contracts and goods imported in connectio 
with direct defense expenditures. Also, some government-related trans
actions remain in the "private" sector ace?>Tint·a. For example, the figures 
reflect private shipments that may have been financed through the Export
Import Bank or shipped under various tied foreign aid arrangements. 
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Table 2.--U.S. merchandise trade, aggregate and with majority-owned 
affiliates of U.S.-based MNCs, 1966 and 1970 

(Millions of dollars) 

With majority-owned affiliates 1/ 

Item 
U.S. 

total Total 
Manufac- Petrol-
turing eum 

· _MiJg~g . Other 

smelting 

1966 

Exports----------: 29,287 7,826 5,293 527 105 1,901 
Imports----------: -25a463 -5,803 -22112 -1222~ -682 -~~2 

Trade balance--: 32824 2,023 22214 -226 -2II 12022 

1970 

Exports----------: 41,963 12,988 9,042 733 105 3,108 
Imports----------: -392799 -102940 -62121 -2262I -:no -162 

Trade b~ance--: 2,164 2,04S 2,291 -1,924 -665 2,346 

1/ Industrial breakdown is by industry of affiliate. 

Source: Bureau.of Economic Analysis, U.S. Department of Commerce. 
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consequence of the more rapid growth. in imports than in exports, the 

U.S. merchandise trade surplus (the excess of exports over imports) 

declined--from $3.8 billion in 1966 to $2.2 billion in 1970--continu-

ing a trend apparent since the first half of the 1960 1s. 

The share of total merchandise trade represented by manufactured 

commodities increased somewhat during the 1966-70 period. 2/ In 

1966 some 71 percent of aggregate U.S. exports and 66 percent of 

aggregate U.S. imports consisted of manufactured commodities. In 

1970, the corresponding shares were almost 75 percent for exports and 

73 percent for imports. Virtually the entire merchandise trade sur-

plus in both years resulted from trade in manufactured commodities. 

As would be expected, the United States normally has trade deficits 

in both petroleum and mining and smelting commodities, reflecting 

large imports of raw material not available in sufficient supply from 

domestic sources. 

Trade flows generated by the MNCs.--As outlined in the introduc-

tion to this chapter, there is a variety of possible merchandise 

trade flows generated by foreign direct investment. A complete assess-

ment of the MNCs' impact on U.S. exports and imports would entail 

estimating trade flows that would have oc~urred if the MNCs' foreign 

affiliates did not exist. Such trade flows would then be compared 

2/ "Manufactured" commodities correspond to those included in 
industry code no. 400 as used by the Bureau of Economic Analysis; 
that is, Division D, excluding Group 29, of the Standard Industrial 
Classification. 
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with those directly attributable to the existence of the foreign 

affiliates. A number of crucial assumptions obviously would have 

to be made in order to estimate what the pattern of U.S. trade would 

have been in the absence of foreign direct investments by U.S.-based 

and foreign-based MNCs. 

For the more limited purposes of this chapter, one would ideally 

like to compare all trade flows that took place because of the existence 

of foreign affiliates of MNCs, both U.S.-based and foreign-based, with 

aggregate U.S. trade flows during the same period. However, the 

available data fall short of permitting this comparison, although 

they capture most of the nec·essary information. The MNC-related trade 

flows considered in this chapter will be limited to U.S. exports to 

and imports from majority-owned foreign affiliates of U.S.-based 

MNCs. 1/ Thus the focus here is on U.S. trade flows with the foreign 

affiliates of U.S. direct investors, rather than on the trade flows 

of the direct investors themselves. Exluded are other possible com-

ponents of "MNC-related" trade flows, such as exports and imports 

of U.S.-based MNCs other than those to and from their majority-owned 

affiliates, and exports and imports of U.S. affiliates of foreign-

based MNCs. Trade flows of U.S.-based MNCs other than those with 

their majority-owned foreign affiliates will, however, be considered 

in the following chapter which delves more extensively into the impact 

of the MNCs on world trade patterns. 

!/ U.S. merchandise exports charged to foreign affiliates but shipped 
to others are excluded. 
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U.S. merchandise exports shipped to majority-owned affiliates of 

U.S.-based MNCs increased from $7.8 billion in 1966 to $13.0 billion 

in 1970, an average annual gain of 13.5 percent (table 2). U.S. 

imports from such affiliates, although smaller than exports, increased 

even more rapidly--from $5.8 billion in 1966 to $10.9 billion in 1970, 

an average annual gain of 17.2 percent. Because such trade flows 

grew more rapdily from 1966 to 1970 than did aggregate U.S. exports 

and imports (9.4 percent and 11.8 percent, respectively), they accounted 

for an increasing proportion of aggregate U.S. trade. In 1966, exports 

to majority-owned affiliates of U.S.-based MNCs accounted for 26.7 

percent of all U.S. merchandise exports, but by 1970 the correspond-

ing proportion was 31.0 percent. Likewi·se, U.S. imports from majority

owned affiliates of U.S. -based MN Cs rose trom 22. 8 percent of aggre

gate U.S. imports in 1966 to 27.5 percent in 1970. 

U.S. exports to and imports from :rila.jority-owned affiliates of U.S.-

. based MNCs are impressive not only because of the magnitude of the 

flows involved, but also because of their impact on the U.S. merchan-

dise trade balance. In 1966, the surplus generated from trade flows 

with these affiliates accounted for over one-half of the total U.S. 

merchandise trade surplus. In 1970, almos't the entire U.S. merchan-

dise trade surplus resulted from trade with majority-owned affiliates 

of U.S.-based MNCs. As was the case with aggregate U.S. exports and 

imports, the surplus from trade with these affiliates resulted chiefly 

from trade in manufactured commodities, with trade deficits being 

experienced in the petroleum and mining and smelting sectors (see table 2). 
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Although the surplus generated by U.S. trade with majority-owned 

affiliates of U.S.-based MNCs increased slightly from 1966 to 1970, 

the more rapid growth in imports raises the possibility that in the 

future such imports could even exceed exports to these affiliates 

(as was the case with aggregate U.S. imports and exports in 1971). 

The subject of the MNCs' trade performance is explored more fully in 

chapter.III, where more definitive conclusions are reached. 

The private services accounts 

Performance of the U.S. economy as a whole.--Aggregate receipts 

from the private services accounts increased from $11.7 billion in 

1966 to $17.4 billion in 1970, an average annual increase of 10.3 

percent (see table 5, p.188). Aggregate private payments rose from 

$7.7 billion to $12.9 billion during the same period, for an average 

annual gain of 13.8 percent. Despite the fact that p~ents increased 

faster than receipts, the surp.lus on the private services accounts 

(the excess of receipts over payments) increased from $4.0 billion 

in 1966 to $4.5 billion in 1970. Since 1966, in fact, the surplus 

on the private services accounts has been substantially greater than 

the merchandise trade surplus, even though aggregate receipts and 

p~ents of services have been only about one-third as large as 

merchandise imports and exports. 

About 95 percent of the balance of payments flows included in 

the private services accounts arise from three categories of services: 
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(a) Receipts and payments by U.S. companies of interest, 
dividends, and branch earnings on direct investments. Also 
included in this category are receipts and payments of interest 
by U.S. residents on debt securities and bank deposits, and 
dividen~s on.equity holdings. 

(b) Receipts and payments by U.S. residents of fees and 
royalties for the use of intangible property or rights (patents, 
copyrights, trademarks, manufact'Uring rights, franchises, etc.), 
for the rental of tangible property, motion picture films and 
TV tapes and for th.e use of professional, administrative, and 

·management services. 1/ 

(c) Travel, passenger fares, and other transportation 
(e.g. , freight) • 

Table 3 shows the relative importance of each of these th~ee 

categories of services during the 1966-70 period (as a percentage 

of cumulative total private services flows): 

Almost three-quarters of the cumulative receipts during 1966-70 

of both fees-and-royalties and dividends, interest, and branch profits 

resulted from U.S. direct investment abroad. The corresponding amounts 

of cumulative payments of fees and royalties and of dividends, interest, 

and branch profits resulting from foreign direct investment in the 

United States were four-fifths and one-seventh, respectively. 

Services flows generated by the MNCs.--In a balance-of-payments 

context, services flows generated by the MNCs are essentially of two 

types--receipts ·and payments of income on direct investments abroad 

(including fees and royalties) and receipts and payments arising from 

other services, such as travel, transportation, and income on portfolio 

1/ For a note on the derivation of receipts of income on U.S. 
direct investments abroad, see the appendix to this chapter, pp. 264 
and 265 
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Table 3.--Relative importance of principal balance of payments services 
accounts, as a percentage of cumulative flows of private services 
during 1966-70 

Item Receipts Payments 

Percent Percent 

Dividends, interest, branch 
profits---------------------------: 47.0 26.9 

Fees and royalties------------------: 14.4 1.1 
Travel and transportation-----------: 32.6 66.9 
Other private services--------------: ______________ 6_._o ________________ __.5~·--1 

Total private services---------: 100.0 100.0 

Source: Compiled from the Survey of Current Business (June 1972). 
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investments. Data on the former type, which is considerably the 

larger of the two, are readily available from U.S. Department of 

Commerce sources, but data on the latter had to be estimated in order 

to assess the overall importance of M:NC-generated services relative 

to the aggregate private services accounts. 'l,/ 

Estimated total receipts on the services accounts generated by 

the M:NCs increased from $6.4 billion in 1966 to $9.6 billion in 1970, 

an average annual gain of 10.6 percent (table 5). Income on direct 

investments abroad (including fees and royalties) accounted for about 

three-quarters of the total receipts in both years. Estimated total 

payments on the services accounts generated by the M:NCs increased 

from $2.0 billion in 1966 to $3.2 billion in 1970, an average annual 

increase of 13.2 percent; payments on foreign direct investments in 

the United States accounted for only about one-fifth of the total, the 

great bulk being payments for travel, passenger fares, and other 

transportation. 

The estimated surplus on the M:NC-generated services account 

increased from almost $4.5 billion in 1966 to $6.4 million in 1970 

1J The definition of "MNCs" adopted in chapter 1 focused on all 
firms making foreign direct investment, whether in the United States 
or abroad. Balance-of-payments statistics published regularly by 
the Bureau of Economic Analysis in Survey of Current Business show 
receipts and p~ments of income on direct investments under two 
headings--"Direct investment fees and royalties," and "Direct invest
ment interest, dividends and branch earnings." The total amounts of 
these flows are, therefore~ by definition attributable to the MNCs. 
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(see table 4). This surplus was substantially greater than that for 

the aggregate private services accounts ($4.o billion in 1966 and 

$4.5 billion in 1970), indicating that the non-MNC account had a 

deficit on the services accounts in both years. 

The fact that MNC-generated flows accounted for over one-half of 

aggregate receipts from private services but only one-fourth of aggre

gate private payments 1/ is not surprising considering that the book 

value of U.S. direct investments abroad at the end of 1970 was six 

times larger than the book value of foreign direct investments in the 

United States. It is to be expected, therefore, that MNC-generated 

receipts on the services accounts, which consist predominantly of 

income on direct investments would greatly outweigh MNC-generated 

payments on the services accounts. 

Private remittances and other transfers 

This account measures net private unilateral transfers of goods, 

services, cash, and other financial claims between U.S. residents and 

residents or governments of foreign countries. Receipts in~lude 

transfers to U.S. private residents through post office money orders, 

inheritance and migrants' transfers, and various other inflows. 

Payments include personal remittances of U.S. residents to foreign 

residents, private parcel post shipments, cash and goods donated 

abroad, and inheritance and migrants' transfers. 

1/ cf. table 5. 
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Ta~le 4.--U.S. priva~e services accounts, aggregate and .MNC-generated, 

1966 and 1970 

Account 

Dividends, interest, and 

(Millions of dollars) 

Aggregate 
private 

services 

1966 

.MNC-generated 
services 

brance profits,. net--------: 3,786 3,370 
Fees and royalties, net------: 1,285 1,192 
Other services, net----------: -1,055 -89 

Balance on services-----:~~~~~~~~~4..,;-,,0~1~6~~~~~~~----~4--.4~7=-3 

1970 

Dividends, interest, and 
branch, profits, net-------: 4,150 4,802 

Fees and royalties, net------: 1,902 1,747 
Other services, net----------: 1,599 -149 

Balance on services-----:~~~--~~~--~4-,~4~5--3...---~--~~~--~~6-,~4~0 ...... o 

Source: Principally from the Bureau ef EcoLJmic Analysis, U.S. Department 
of Commerce; .MNC data partly estimated by the Tariff Commission in 
consultation with the Bureau of Economic Analysis. 



Net private remittances and other.transfers, although small 

relative to mercha..""ldise trade and services such as income on direct 

investments, have increased consistently in recent years--from $0.6 

billion in 1966 to $1.0 billion in 1970, equivalent to an average 

annual rate of growth of 13.4 percent. Although there are no avail

able data, the MNCs' role in effecting such unilateral transfers is 

believed to be small; for the purposes of this chapter it has been 

assumed that their share is nil. 

The current account 

The balance on current account is defined here as the sum of the 

merchandise trade balance, the balance on private services, and net 

private remittances and other transfers. Since all governement cur

rent account items are excluded, it is roughly equal to net private 

earnings on goods and services transactions with other countries, and 

it takes into account the a.mount of private goods and services given 

away through transfers .• 

The overall private balance on current account declined from $7.2 

billion in 1966 to $5.6 billion in 1970, reflecting chiefly the $1.7 

billion decline in the merchandise trade balance (table 5). The MNC

generated balance on current account, on the other hand, increased 

from $6.5 billion in 1966 to $8.4 billion in 1970, reflecting an equal 

increase in the balance on MNC-generated services. 

From table 5 it is apparent that the MNCs played a crucial role 

in maintaining the overall surplus recorded on current account in the 
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Table 5.--U.S.- private c~rrent account, aggregate and MNC-generated, 1966 
and 1970 

(Millions of dollars) 

Aggregate MNC-generated 
Item 

Credits Debits Balance Credits Debits Balance 

1966 

,Merchandise 
trade---------: 29,287 -25,463 3,824 7,826 -5,803 2,023 

Services--------: 11,705 -7,689 4,016 6,424 -1,951 4,473 
.Net transfers---: -613 -613 - : - : 

Current 
Account--: 40,992 -33,765 1 ,22·r 14,250 -7,754 6,496 

1970 

Merchandise : 

trade---------: 41,963 -39,799 2,164 12,988 : -10,940 2,048 
Services--------: 17,351 -12,898 4,453 9,600 : -3,200 6,400 
Net transfers---: -1 012 -1 012 

Current : 
Account--: 59,314 -53,709 5,605 22,588 : -14,140 8,44.8 

Source: Principally from the Bureau of Economic Analysis, U.S. Department 
of Commerce; MNC data partly estimated by the Tariff Commission in consulta-
tion with the Bureau of Econemic Analysis. 
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two y.ears considerea.. The divergent trends in the MNC-generated por-

tion of the current account and the non-MNC-generated portion are 

striking. While the MNC-generated surplus on current account increased 

by almost $2.0 billion from 1966 to 1970, the non_-MNC-generated por-

tion of the balance on current account fell from a surplus of $0.7 

billion in 1966 to a deficit of $2.8 billion in 1970. 

The capital account 

For all practical purposes, the balance-of-payments capital account 

of both the aggregate private sector and that portion of private sec-

tor flows generated by the MNCs consists of two categories of capital 

flows, direct investment and other capital. Outflows of funds for 

U.S. direct investment abroad are a negative (debit) item in the U.S. 

balance of pa;yments, exceeded in magnitude only by merchandise imports 

in the current account. Since any reduction in such outflows improves 

the balance of pa;yments, at least during the period in which they occur, 

much discussion in recent years has centered on the merits of reducing 

foreign direct investment by U.S.-based MNCs in order to improve the 

U.S. balance of payments. 

Expansion in the book value of U.S. direct investments abroad 

can be financed either through additional injections of capital from 

tb.e United States or through the reinvestment of a portion of the U.S. 

direct investors' share of the foreign affiliates' earnings. 1/ 

1/ The book value of U.S. direct investments abroad grew from $54.8 
billion in 1966 to $78.1 billion in 1970; of the $23.3 billion increase 
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As just noted, the first method of financing entails a long-term 

capital outflow (debit) in the U.S. balance of payments account 

"Direct investments abroad." The latter method does not appear in 

the balance of payments accounts if the foreign affiliate is incor-

porated. If the affiliate is unincorporated, reinvested earnings 

are recorded as inflows of income on U.S. direct investments abroad 

(a current account credit) offset by an identical outflow of capital 

for direct investment. Flows of direct investment fUnds into the 

United States from foreign-based MNCs are treated similarly, but of 

course they have the opposite effect, being recorded as long-term 

capital inflows in the U.S. balance of payments account "Direct invest-

ments in the United States." 

U.S. direct investment abroad more than doubled.in size from 

1962 to 1965; it was this sharp increase that led to the adoption 

in 1965 of voluntary, and in 1968 of mandatory, constraints on the 

use of U.S. funds to finance foreign direct investment. Since the 

establishment of these controls, U.S.-based MNCs have relied to a 

significantly greater extent on foreign sources of funds to finance 

in book value, $14.o billion resulted from U.S. direct investment 
flows and $9.3 billion from reinvested earnings. The book value of 
foreign direct investments in the United States increased from $9.0 
billion in 1966 to $13.2 billion in 1970. Manufacturing accounts for 
the largest share of direct investments; by the end of 1970 manufac-

. turing comprised 41 percent of U.S. direct investments abroad and 46 
percent of foreign direct investments in the United States. Total 
assets of foreign affiliates of U.S.-based MNCs are, of course, sub
stantially larger than the book value of U.S. direct investments 
abroad, reflecting the affiliates' own foreign borrowing and foreign 
equity participation. Total assets of such affiliates increased from 
$124.8 billion in 1966 to an estimated $203.1 billion in 1970. 
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direct investment abroad, principally by borrowing through Eurobond 

issues or directly from financial institutions abroad. 1_/ Such for-

eign borrowings by U.S.-based MNCs (including their domestic subsi-

diaries), or by their offshore finance subsidiaries if the proceeds 

are initially transferred to the U.S. parents,~./ enter the balance 

of payments accounts as new issues of securities sold abroad by U.S. 

corporations and increases in long-and short-term nonliquid liabili-

ties to private foreigners reported by U.S. nonbanking concerns. Such 

entries are recorded as capital inflows for balance of payments pur-

poses and act as a partial offset to direct investment outflows in 

the immediate period. ]/ Funds borrowed abroad that are not immedi-

ately used to finance direct investment or transferred to the United 

States may be left on deposit abroad, which increases other corporate 

claims and is recorded as a capital outflow. 

1_/ For a summary of the resul+,s of a survey of the $11.5 billion 
of foreign borrowings reported to the OFDI as outstanding on December 
31, 1970, see Foreign Direct Investment Program: Selected Statistics, 
U.S. Department of Cormnerce, Office of Foreign Direct Investments, 
July 1971, pp. 6-10. 

g/ Foreign borrowings by foreign affiliates of U.S.-bas~d :MNCs 
do not directly enter the U.S. balance of payments accounts; such 
borrowings do not increase the book value of U.S. direct investments 
abroad, but do increase the total assets of the foreign affiliates. 
Data obtained by the Cormnission from the Bureau of Economic Analysis 
indicate that foreign borrowings hy majority-owned affiliates of U.S.
based :MNCs a.mounted to $4.6 billion in 1966. Other sources of funds 
for such affiliates in 1966 included $6.3 billion in internally 
generated funds (retained earnings plus depreciation). Net capital 
transfers from U.S. direct investors to their affiliates abroad added 
additional f'unds. See chapter IV of this study for a more detailed 
examination of the financial behavior of :MNC affiliates. 

3/ Repayments of the foreign borrowings in the future will, however, 
lead to larger outflows than would otherwise have occurred. Interest 
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Table 6 summarizes· the identifiable balance of payments capital 

flows for the aggregate private sector and for the MNC-generated por-

tion of the private sector. As may be noted from the table, outflows 

of fUnds for U.S. direct investment abroad increased from $4.1 billion 

in 1966 to $4.9 billion in 1970, approximately a 20 percent rise. 1./ 

Inflows of funds for foreign direct investment in the United States, 

while smaller than outflows of U.S. direct investment capital, grew 

much more dramatically, rising from only $86 million in 1966 to over 

$1.0 billion in 1970. The balance on identifiable capital flows, 

while still negative (indicating net capital outflows), "improved" 

from 1966 to 1970--by $1.0 billion for the aggregate private capital 

account and by $0.7 billion for the MNC-generated capital account. 

This "improvement" resulted chiefly from a combination of increased 

foreign direct investment in the United States and increased foreign 

borrowing by U.S. direct investors as a means of financing their 

own investment abroa.d. 

Two other highlights should be noted from table.6. The first is 

that direct investment outflows tend to overshadow the other capital 

flows and to "pull" the overall balance on identifiable capital flows 

into deficit. The second is that the aggregate private capital account 

payments to foreigners on the borrowings will also constitute an annual 
outflow and partially offset some of the initial positive balance of 
payments effects of the foreign borrowings. 

1/ The data used in this chapter for U.S. direct investment abroad 
differ from those published by the Bureau of Economic Analysis in the 
latest (June 1972) issue of Survey of Current Business; for an explana
tion of this difference see the appendix to this chapter, pp.264 
and. 265 • 
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Table 6.--U.S. private capital account, aggregate and MNC-generated 1966 

and 1970 Y 

(Millions of dollars} 

1966 1970 
Item 

Aggregate MNC- Aggregate MNC-
generated generated 

Long-term capital, net----: -32006 -32252 -12940 -2,422 
Direct investment: 

Credit----------------.: 86 86 1,030 1,030 
Debit-----------------: -4,112 -4,112 -4,942 -4,942 

Securities transactions : : 
Credit----------------: 909 594 2,190 822 
Debit-----------------: 482 0 -942 0 

Other long-term: 
Credit----------------: 705 180 1,310 1,112 
Debit-----------------: -112 0 -586 -444 

Nonliquid short-term 
eapital, net---------: -104 13 -482 -531 
Credit~---------------: 296 279 902 987 
Debit-----------------: -400 -206 -1,384 -1,518 

Balance on nonliquid 
capital----------------: -3,110 3,179 -2,422 -22953 

Liquid short-term 
capital claims 2/-------: -14 -150 252 351 

Balance on identifiable 
capital flows----------: -3,124 -3,329 -2,170 -2,602 

1/ Excludes all government transactions on capital account. 
2/ Data on liquid liabilities to private foreigners generated by the MNCs 

are not available. 

Source: Principally from the Bureau of Economic Analysis, U.S. Department 
of Conunerce; MNC data partly estimated by the Tariff Commission in consulta
tion with the Bureau of Economic Analysis. Also see the Appendix to this 
chapter. 
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a.rid the MNC-generated portion thereof are very similar in magnitude, 

not only for the overall balance on identifiable capital flows, but 

also for the individual capital flows that· comprise it. Again, this 

is not surprising considering that the definition of "MNCs II 

adopted for this study focused on all firms making foreign direct 

investment, both in the United States and abroad. The total amount 

of direct investment flows, the largest single component of the 

capital account, is therefore by definition attributable to the MNCs. 

Before leaving the capital account, it should be noted that table 

6 above does not include U.S. liquid liabilities to private foreigners 

i.n the computation of the "Balance on identifiable capital flows." 

Although data are available for the aggregate private sector, none 

are available for the MNC-generated portion of these liquid liabili-

ties. Since the aim of this chapter was to examine the impact of the 

MNCs on all of the private balance of payments accounts (and not just 

those flows related to direct investment), this omission is regrett-

able, especially in.view of the size and volatility of such flows in 

recent years. This account amounted to a credit of $2,384 million 

in 1966, but a debit of $6,240 1nillion in 1970; it seems highly plausible 

that at least some portion of these flows. (probably a large one) 

arose from the operations of the MNCs. 11 

11 The missing data are closely related to the International 
Monetary Management (IMM) policies of the MNCs. The analysis returns 
to this subject (although not specifically to a balance~of-payments 
perspective) in chs. IV and V of this study. 
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Geographic patterns in the U.S. balance of payments 

To assess the MNCs' impact on the balance of payments, it is use

ful to contrast overall private and MNC payments performance in 

different countries and groups of countries, including those where 

the MNCs 1 presence is important and those where it is not. Tables 

A-1 and A-2 in the appendix to this chapter contain a wealth of detail 

on this score, for seven key countries which account for the b.ulk of 

MNC investment and sales activity, plus "rest of world." This 

information is summarized in analytic fashion in table 7, along with 

peyments data relating to Japan (see also table A-3), a country with 

which U.S. balance of payments performance has been weak, to say the 

least, in recent years, and in which MNC direct investment has been 

small due to stiff restrictions imposed by the Japanese authorities. 

The table's focus is on two measures of "balance"--the current account 

which summarizes mainly flows arising from trade and services trans

actions; and the so-called "basic balance," which combines the current 

account and flows.on long-term capital account. The purpose here is 

to remove from consideration, to the extent possible, volatile short

term flows which may obscure underlying long-run trends in the data. 

A breakup of the U.S. balance of payments into its geographic 

components reveals a number of strikingly divergent patterns--patterns 

which differ among areas as well as varying from the overall· U.S. 

performance with respect to the world as a whole. To begin, it may 

be well to recapitulate the main characteristics of U.S. payments 
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Table 7.--Summary of U.S. private balances of payments, by key countries and geographic areas, 1966 and 1970 

(In millions of U.S. dollars) 

Current Account : Basic Balance : Net change: 1966-1910 
: : 

U.S. balance of pa,yments with 1966 : 1970 : 1966 : 19TO : Current acco•.mt Basic balance 
: : : : : : 

;Aggregate; MN Cs : Aggregate: MN Cs ; Aggregate; MN Cs ; Aggregate; MN Cs ;Aggregate; MN Cs ;Aggregate; MN Cs . . 
: : : : : : : : : : 

World-----------------------------: 7,227 : 6,496 : 5 ,605 : 8,448 : 4,221 : 3,244 : 3,665 : 6,026 : -1,622 : 1,952 : -556 : 2,782 
Canada-·-------------------------: 1,801 : 1,453 : -363 : 329 : 353 : 324 : -1,349 : -294 : -2,164 =·-1,124 : -1,702 : -618 
Japan---------------------------: -434 : 343 : -861 : 624 : -352 : 287 : -952 : 514 : -427 : 281 : -600 : 227 

World less Canada and ,Japan-------: 5,860 : 4,700 : 6,829 : 7,495 : 4,220 : 2,633 : 5,966 : 5,806 : 969 : 2,795 : 1,746 : 3,173 
Six other key countries-----------: 78o : 2,074 : 1,044 : 3,429 : -351 : 986 : 649 : 2,536 : 264 : 1,355 : 1,000 : 1 .. 550 

Including: : : : : : : : : : : : : 
United Kingdom----------------: -139 : 666 : -520 : 88o : -549 : 421 : 117 : 1,342 : -381 : 214 : 666 : 921 
Belgium-Luxembourg------------: 148 : 272 : 507 : 460 : 32 : 168 : 437 : 384 : 359 : 188 : 405 : 216 
France------------------~----: 295 : 328 : 467 : 812 : 248 : 244 : 175 : 396 : 172 : 484 : -73 : 152 
Germany---------------~------: 20 : 446 : -139 : 665 : -188 : 149 : -161 : 463 : -159 : 219 : 27 : 314 
Brazil---------------------~-: 51 : 116 : 308 : 241 : -179 : -172 : -100 : -95 : 257 : 125 : 79 : 77 
Mexico------------------------: 405 : 246 : 421 : 371 : 285 : 176 : 181 : 46 : 16 : 125 : -104 : -130 

Rest of world------------------~-: 5,080 : 2,626 : 5,785 : 4,066 : 4,571 : 1,674 : 5,317 : 3,270 : 705 : 1,440 : 746 : 1,623 
: : : : : : : : : : 

-~ ------ -- -

Sour.ce: Tables A-1 through A-3 in appendix to this chapter. 



197 

performs.nee vi.s-a-vi.s the entire world. As noted in the preceding 

section; the current account remained in surplus in 1970 by $5.6 

billion, although it had suffered a considerable deterioration of 

$1.6 billion, over the 4-year period since 1966. MNC performance was 

primarily responsible for the 1970 surplus. The MNCs showed a posi

tive balance of nearly $8.5 billion versus a non-MNC deficit of $2.8 

billion. In the 1966-1970 period, the MNCs' showing improved by 

some $2.0 billion on current account, as opposed to a deterioration 

of $3.6 billion for the non-MNC portion of the private sector. In 

the trade account, the contribution of the MNCs ($2 billion) accounted 

for almost the entire surplus in 1970, whereas the non-MNC share fell 

by nearly $1. 7 billion over the ·period, to a net trade balance of zero. 

The net services balance with the world improved by $500 million to 

$4.5 billion but, again, credit is due in large part to the MNCs. 

Net services flows of $6.4 billion generated by the MNCs offset a non

MNC deficit of nearly $2 billion in 1970; the improvement over the period 

of nearly $2 billion on the MNCs' accounts contrasts favorably with a 

deterioration of nearly $1.5 billion for the non-MNCs. 

Due to high net long-term capital outflows, the basic balance 

figures are smaller than those for the current account, but the world

wide results for MNCs as opposed to non-MNCs are analytically similar. 

In the aggregate, the basic balance lost ground to the tune of about 

$0.5 billion, falling from $4.2 billion in 1966 to $3.7 billion in 

1970. But the contribution of the MNCs was strongly favorable, showing 
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a net gain of $2.8 billion. This gain was composed of the aforemen

tioned $2.0 billion improvement on current account, plus about $800 

million on capital account--the latter arising partly from a reduc

tion in long-term capital outflows and partly from an increase in 

inbound capital flows over the period. 

In the geographic breakdowns, only two countries--Canada and 

Japan--show a serious deterioration in the aggregate U.S. balance of 

payments performance. Together, they produced a $2.6 billion weaken

ing of the current account and a $2.3 billion sag in the basic balance. 

These shifts more than accounted for the overall deterioration of the 

U.S. "private" balance of payments with the world as a whole. Exclud

ing Canada and Japan, the aggregate balance of payments with the rest 

of the world actually improved over the period, by about $1.0 billion 

on current account and $1.7 billion in the basic balance. 

The MNCs' roles in these changing payments relationships with 

Canada and Japan were sharply dissimilar. The MNCs had a clear 

influence on the deteriorating Canadian case, although they did not 

account for all of the adverse moveme~t. Of the total adverse-shi~ 

in the current account ($2.2 billion), they accounted for 52 percent, 

or $1.l billion; their share of the basic.balance slippage ($1.7 bil

lion) was less--36 percent or $0.6 billion. Virtually all of the 

pr~nounced shi~, in turn, can be attributed to the very considerable 

reversal of traditional trade patterns in automotive products which 

resulted from the United States-Canadian automotive agreement, which 
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affected the market strongly in the late 1960 1 s. Explanations aside, 

however, the Canadian case stands out in table 7 as virtually the only 

one listed in which the MNCs can be said to have had any great influ

ence on overall U.S. balance-of-payments weakness in the 1966-70 

period. 

The aggregate figures for Japan indicate that, unlike the Canadian 

case, the United States did not experience a shift from strong surplus 

to deep deficit; rather, it experienced a deficit that got worse, 

although the shi~s in the balances were considerably smaller than for 

Canada, which must take first place as the source of U.S. payments 

weakness in the late 1960 1s. Further, the role of the MNCs in the 

payments relationships with Japan was clearly favorable from the U.S. 

point of view, showing a "perverse" tendency toward rising surpluses 

while the aggregate balance of payments with Japan continued to slip 

deeper into the red. 

Other contrasts arise in the specific kinds of transactions from 

which the MNCs derived their contributions to the U.S. balance of 

payments with Japan, on the one hand, and the area of the Six, on 

the other. As table 8 shows, a favorable trade performance played a 

much·lesser role in the Japanese case than in the six European and 

Latin American countries covered. The bulk of the MNCs' Japanese 

gains, in fact, arose in services transactions--preeminently in 

remittances on "royalties and fees" account, which obviously must 

exceed income remittances in the case of a country such as Japan 
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Table 8.--Contrasting U.S. Balance of Payments Performance by the MNCs in Six Countries 1/ and Japan, 
1966-1970 -

(.Amounts in millions of dollars~ 

Six Countries 1/ : Japan 

Values Change, 1966-70 ; Values ; Change, 1966-70 
: : 

1966 : 1970 : .Amount : Percent of : 
: : 1966 value : 1966 : 1970 : .Amount :Percent of 

: : 1266 value 
: : : : : : 

Current Account-----------: 2,074 : 3,429 : 1,355 : 65 : 343 : 624 : 281 : 82 
Trade Balance-----------: 1,351 : 2,196 : 845 : 63 : 207 : 294 : 87 : 42 
Services Balance--------: 723 : 1,233 : 510 : 71 : 136 : 330 : 194 : 143 

: : : : : 
Long Term Capital---------:-1,088 : -893 : 195 : 18 : -56 : -110 : -54 : -96 

986 
Basic Balance-------------: 986 : 2,536 : 1,550 : 157 : 287 : 514 : 227 : 79 

1/ United Kingdom, W. Germany, Belgium-Luxembourg, France, Brazil, and Mexico. 

Source: Tables A-1 through A-3 appendix to this chapter. 
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where relatively little income-producing direct investment has taken 

place in comparison with the Six. This phenomenon, in turn, reflects 

the MNCs' attempts to enter the Japanese market via licensing of 

technology and processes, as an alternative to direct investment which 

has not been allowed in great amounts by the Japanese authorities. 

It is likely that the accompanying loss of control over the use of 

technology and over related marketing decisions--which generally is 

greater in the case of licensing to foreigners than in the case of 

technology transfers to facilities which a firm controls via direct 

inves.tment--may contribute to a relatively weaker trade performance 

than that which would have been realized via direct investment. 

Returning to table 7, the payments figures for the "Six" and 

"Rest of World" remain to be commented upon. As noted above, the 

aggregate U.S. payments balances with both areas improved over the 

period under consideration--the basic balance with the Six rose by 

$1.0 billion (to a surplus of $0.6 billion in 1970 as compared with 

a $0. 4 billion deficit in 1966); and the "Rest of World" surplus 

climbed by $0.7 billion (from $4.6 billion to $5.3 billion). In 

both cases, the MNCs led, with current account and basic balance 

gains considerably larger than those recorded in the aggregate. Within 

the six-Country group, the biggest MNC gains were realized vis-a-vis 

the. United Kingdom and Germany, which together recorded about 80 

percent of the net increase in the MNCs' basic-balance surplus for 

the group. For Belgium-Luxembourg, the MNCs showed a gain, but it 
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was only about half as large as the aggregate gain. For France, the 

MNCs showed a $152 million basic-balance increase, as against an 

aggregate decrease of some $73 million, which implies a net deterio

ration of $225 million for the non-MNC portion of the private sector. 

For Brazil and Mexico, the aggregate and MNC basic balance changes 

are much the same; in both cases the MNC influence on aggregate per

formance is evident. The Brazilian numbers indicate a relatively 

small basic-balance gain--but the Mexican case stands out in the 

other direction. Although the amount of the aggregate and MNC deter

ioration vis-a-vis Mexico is far smaller than in the Canadian case, 

the role of the MNCs as the dominant cause of the worsening in the 

basic balance is much clearer. 

Generally, the MNC payments flows in the six-Country group arise 

largely from manufacturing activities, which predominate in these 

countries. ·For the group as a whole, a favorable trade performance 

generated by these activities is the most important single influence 

on the balances. In the "rest of world" group, however, the petro

leum industry and the extractive industries in general take on more 

importance, with the result that, in balance-of-payments terms, the 

largest contributor turns out to be the income remittances account. 

The following' tabulation illustrates, with some.pieces of the U.S. 

balance of payments data for the MNCs in 1970 (amounts in millions 

of dollars ) : 
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Six Countries 

Current account balance-------
Trade----------------------
Services--------------------

of which: Dividends, etc.
Long-term capital balance----
Basic balance-----------------

Trade balance as.percent of-
Current account balance----
Basic balance--------------

Di vidends, etc., as percent of-
Current account balance----
Basi c balance---------------

1/ Excludes Canada an~ Japan. 

3,429 
2,196 
1,233 

871 
-893 

2,536 

64 
87 

25 
34 

Rest of World 1/ 

4,066 
220 

3,846 
3,108 
-796 

3,270 

5 
7 

76 
95 

In summary, there are several points to be noted frOJn the fore-

going discussion of the geographic patterns in the U.S. balance of 

payments and the MNCs' contributions to the payments balances with 

different countries and areas. The deterioration in the U.S. current 

accounts and basic balances, considered in the aggregate, was heavily 

dominated in the 1966-70 period by two countries--Canada and Japan. 

In the Canadian case, the .MNCs played an important role in the adverse 

shift, a role closely related to the radical shift in the balance of 

trade in automotive products caused by the automotive agreement between 

Canada and the United States. Indeed, the Canadian case stands out 

as the one important example in the data wherein the .MNCs can be said 

to have had a strong negative impact on the overall U.S. payments 

balance. There was one other case--that of Mexico--where the domin-

ance of the .MNCs in a deteriorating si~uation (from the U.S. point of 

view) is, if anything, more significant ~han wit~ respect to Canada; 

but the amount of the change was small compared .to the overall shift 
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in the U.S. position wi.th the world as a whole. The Canadian case 

was so large that it greatly affected the total balance; the Mexican 

one was not. As regards Japa.n--the other main contributor to U.S. 

payments woes over the period--the MNCs countered the aggregate trend, 

turning in rising surpluses in the face of widening aggregate U.S. 

deficits. Japan is a country where MNC direct investment is relatively 

light. Comparison of the MNC performance here with that in countries 

of comparable size, but where MNC investment is much more extensive, 

suggests that the MNCs generally give a greater fillip to the overall 

U.S. balance of payments in countries where they are heavy direct 

investors than in nations where they are not. Moreover, the MNC gains 

in the Japanese case were limited largely to remittances on "fees and 

royalties" account; in countries where direct investments are signi-

ficant, the gains are generally larger and better spread among the 

trade and services accounts. 

Excluding Canada and Japan from the aggregate payments figures 

shows that both the current and basic U.S. balances with the rest 

of the world improved significantly over the period--and that the 

MNCs were in the lead, with gains that consistently exceeded those 

realized in the aggregate. This appears to be the case both for 

the six European and Latin American countries in which MNC investment 

is· heaviest and for a second category labelled "rest of world. 11 

However, the MNC surpluses among the Six arise chiefly from trade 

transactions, which in turn reflects the preponderance of manufactur-

ing activities in the MNC operations in these countries. The "rest 
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of world" group shows a different pattern--the contribution of MNC 

trade flows to the balance of payments nearly loses significance, 

while the income accounts (remittances of interest, dividends, and 

branch earnings) assume.a very strong role. This result is linked 

to the heavy weight of the extractive industries (including petroleum) 

in MNC investment in the non-industrial countries. 



200 

Impact of the MNCs on Foreign Balances of Payments 

Introduction 

.The focus of analysis now shifts radically. Whereas the preced

ing sections have surveyed the role of the MNCs in balance-of-payments 

flows as seen from the viewpoint of the United States, this section 

will view that se.me role as it affects the balances of payments of 

seven key foreign countries in which U.S.-based MNCs conduct the bulk 

of their activities--Canada, the United Kingdom, Belgium-LU.xembourg, 

France, West Germany, Brazil, and Mexico. 

Ideally, this analysis should be made with data that measure 

all payments flows generated by U.S.-owned MNCs operating within 

each country to be surveyed. It has not been possible to obtain 

such information, and the analysis must proceed with only a portion-

albeit an important one--of the loaf. The data which form the basis 

for this section will compare the global balances of pa:yments for 

each country with (a) that country's payments transactions with the 

United States, and (b) payments flows with the United States generated 

specifically by the MNCs. The global balances and the series (a) 

data are reasonably complete and comparable. The series (b) figures 

(the MNC data), however, are numbers from U.S. sources with the signs 

reversed; therefore, they are not strictly comparable with foreign 

payments figures. They are serviceable as indicating general orders 

of magnitude and directions of change, but not as precise measurements 

of MNC-related payments flows with the United States, as seen 
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from the forei.gn vantage potnt. 

Because the MNC data relate only to transactions with the United 

States, they omit flows of interest to foreigners--na.mely, transac-

tions with third countries that do not enter into the U.S. balance 

of payments accounts. For most items in the balance of payments, these 

flows probably are not very significant. Capital flows, income remit-

tances, and "fees and royalties," for example, generally are trans-

actions which take place largely between parents and affiliates and 

therefore can be expected to have been reflected in the available 

data. 1/ Trade flows, on the other hand, create a large problem. An 

immense a.mount of world trade is generated, outside the United States, 

by the MNCs. As an indicator of how important these flows are, avail-

able data show that majority-owned affiliates' exports to countries 

other than the United States in 1970 were an estimated $33 billion, 

compared with exports to the United States of $10 billion and local 

sales of $118 billion. The $33 billion figure for third-country 

trade cannot be inserted into the balance of payments analysis 

because comparable data on affiliates' imports--the other side of 

the trade picture--are not available. 

One can only guess at the balance-of-payments effects on trade 

account that are not measured by the data. While manufacturing 

·~/ An exeption is Eurobond financing, which can tap capital 
markets in one or more countries to finance investment in another 
country. See Ch. V. 
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affiliates in the industrial countries may be net exporter~ to third 

countries--i.e., the value of their goods shipped to non-U.S. 

buyers exceeds the value of their imports of raw materials, capital 

equipment, and components from non-U.S. sources, it is likely that 

affiliates in the extractive industries--preeminently the petroleum 

subsector--are net importers in the developed countries. Much of the 

crude oil exported from the Middle East, for example, finds its way to 

Western Europe and Japan. In the LDCs, on the other hand, the pay

ments effects of manufacturing affiliates are largely indeterminate; 

some affiliates generate heavy exports (o~en as a condition for 

their being allowed to establish operations in a given country), 

while others have heavy import requirements and produce mainly for 

local markets. In the extractive industries of the LDCs~ however, 

MNC affiliates generally are strong net exporters. 

The MNC export data for the seven-country "core" sampie of this 

study tend to support these guesses, although this support is highly 

tentative given the absence of the import information that would 

complete the picture. With the exception of Canada--where most MNC 

exports go to the United States--the figures for the industrial coun

tries show MNC exports to third countries' as a large multiple of 

comparable exports to the United States and as a significant share 

of total exports. For the two lesser-developed nations in the sample, 

however, affiliates' exports to third countries tend to be fairly small. 

The following tabulation illustrates, with estimated 1970 data (in 

millions of dollars): 
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Country 

Canada---------~------------------: 
United Kingdom--------------------: 
Belgium-Luxembourg----~-----------: 

France----------------------------: 
Wes_t Germany----------------------: 
Brazil----------------------------: 
Mexico----------------------------: .. 

Total 
exports 

16,133 
18,926 
9,726 

18,010 
34,120 
2,739 
1,399 

*Majority-owned affiliates' exports. 

MNC exports* 

To 
United 
States 

5 ,849 
328 
68 
63 

415 
91 
71 

To 
others 

1,570 
3,077 
1,392 
1,641 
2,304 

152 
52 

Despite the foregoing deficiencies in the t:;~e:de accounts, however, 

the available data capture at least some of the trade flows generated 

by the MNCs and a significant proportion of the other important pay-

ments flows--the services portions of the current account and parent-

to-affiliate capital flows. For foreign governments, these are among 

the politically most sensitive items. Policym~kers in most countries 

can and do control capital movements, and some feel that the MNCs use 

payments for "services" as a device for hiding profit remittances 

to the home country. 

The sections which follow describe, for each of the seven ooun-

tries under review, its global payments performe.nce ~ its balPnce of 

payments with the United States, and, in this context, the impact 

of the MNCs 1 transactions with the United St9.tes on the globa.l fig-

ures. 1/ 

1/ More detailed descriptions of the impact o~ the MNCs' transactions 
with the United States on the balances of payments of the seven key 
foreign countries.are pres~nted in the appendix to this chapter. 
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The discussions of the individual countries are preceded by an over-

view and summary of the available information. Throughout, the 

foreign point of view is taken. Hence, the jargon changes~-a surplus 

(labeled as "good") is a foreign surplus and may be a U.S. deficit 

(which heretofore has been called "bad"). Similarly, an "adverse" 

development is one seen as such through foreign eyes; it may not be 

fl adverse fl from the U.S. viewpoint. 

Overview · and sUllllilary 

Some key balance of pizyments figures--showing the current account, 

the capital account, and basic balances--for the Seven are summarized 

in table 9. The most consistent result shown in the table is that 

the MNCs, in their transactions with the United States, exert a uni-

formly large, negative impact on the current accounts of these foreign 

balances of payments. Except for the Canadian case, moreover, this 

negative impact increased in size over the 1966-1970 period. In 

Canada, the MNCs produced a strong current account gain for the 

global balance of payments over the period. 

Despite the MNCs' uniformly negative current account impact vis-

a-vis the United States, however, most of the countries under review 

showed strongly positive current account performance on a global 

basis by 1970. The exceptions were Mexico and Brazil, both of which 

had sizeable deficits to which the MNCs contributed substantially. 

In the capital accounts-which generally tend to be positive on a 

global basis (exceptions are the United Kingdom and France in 1966, 
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Table 9.--Balances of p~ents of seven key countries, 1966 and 1970 

(In millions of U.S. dol.J.ars) 

1966 1970 

Global 
: With United States '. With United States 

Global · 

Current account balance: 
Canada-----------------------------------: 
United Kingdom------------------------~-: 
Belgium-Luxembourg--------------------~-: 
France--------------------------------~-: 
West Germany----------~------------------: 
Brazil----------------------------------: 
Mexico-----------------~------------~--: 

CapitaJ. account balance lf: 
Canada----------------------------------: lJ 
United Kingdom--------------------------: 
Belgium-Luxembourg-------------------~--: 

France-----------------------------------: 
West Germany---------------------------: 
Brazil--------------------------------~: 
Mexico----------------------------------: 

Basic balance y: 
Canada----------~---------------------: 
United Kingdom---------------------------: 
B,elgi um-Luxembourg----------------------: 
France----------------------------------: 
West Germany--------------------------~-: 
Brazil------------------------------~-: 
Mexico---------------------------------: 

y~n~-r1qu.id capital, long and short term. 

-933 
967 
-30 
172 

-286 
74 

-310 

1,132 
-79 

34 
-68 
885 

51 
233 

ll4 
1,138 

-18 
328 
129 
ll4 

-147 

2/ Balance on current and long-term capital accounts. 
lJ Includes net errors and omissions. 

Source: Tables 10 throu,Y:t 16. 

Aggregate : MN Cs 
: 
: 

-1,867 : -1,453 : 1,208 
139 : -666 : 2,916 

78 : -272 : 914 
-21 : -328 : 310 

-6ll : -446 : 322 
-51 : -116 : -500 

-405 : -246 : -1,Q 50 
: : 
: : 

961 : 1,052 : l! 601 
378 : 215 : -219 

N.A. : 100 : -372 
176 : 89 : 1,590 
252 : 335 : 1,166 
224 : 279 : 445 
220 : 102 : 452 

: : 
: : 

-756 : -324 : 1,988 
549 : -421 : 3,204 
154 : -168 : 638 
108 : -244 : 916 

-436 : -149 : -276 
179 : 172 : -168 

-285 : -176 : -596 

Aggregate MN Cs 

-275 : -329 : 
520 : -880 : 
-18 : -460 : 

-537 : -812 : 
-259 : -665 : 
-308 : -241 : 
-421 : -371 : 

: : 
: : 

877 : 662 : 
-1,195 : -38 : 

N.A. : ll5 : 
590 : 452 : 

29 : 310 : 
447 : 403 : 
356 : 425 : 

: 
: 

584 : 294 : 
-ll7 : -1,342 : 

-46 : -384 : 
-260 : -396 : 
-431 : -463 : 
100 : 95 : 

-181 : -46 : 

Net change: 1966-1970 

:With United States 
Global : 

Aggregat.e MN Cs 

2,141 : 1,592 : 1,124 
1,949 : 381 : -214 

944 : -96 : -188 
138 : -525 : -484 
608 : 352 : -219 

-574 : -257 : -125 
-740 : -16 : -125 

: : 
: : 

-531 : -84 : -390 
-140 : -1,573 : -253 
-406 : N.A. : 15 

1,522 : 414 : 363 
281 : -223 : -25 
394 : 223 : 124 
219 : 136 : 323 

1,874 : 1,340 : 618 
2,066 : -666 : -921 

656 : -200 : -216 
588 : -368 : -152 

-405 : 5 : -314 
-282 : -79 : -77 
-449 : 104 : 130 
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and the United Kingdom· and Belgium in 1970)--the MNCs' capital trans

actions with the United States tended to exert a strong positive 

influence in both years •. To at least some extent, therefore, inbound, 

MNC-generated capital flows have the effect of offsetting sizeable 

current account deficits. 

Nevertheless, the offsets are not complete. As the basic balances 

show, two of the seven countries showed global basic deficits in 1966 

While three yielded basic balance shortfalls in 1970. As for the 

MNCs, their overall effect on the basic balances ~as negative in six 

of the seven cases in the earlier year, and in five of the seven in 

1970. Moreover, except for Canada and Mexico, the change in the MNCs' 

impact over the period was fairly strongly adverse--that is, the MNCs' 

adverse influence on the basic balances increased. Everything con

sidered, therefore, the appropriate conclusion for the seven countries 

surveyed is that the MNCs, in their dealings with their parent country, 

exerted a large and growing negative or adverse influence on host

country balances of payments during the periods covered. This is, 

of course, merely the obverse view of the generally positive effect 

which the MNCs have been shown to have on the U.S. balance of payments. 

The following sections indicate that the MNCs may have had a 

strong negative influence on the Europeans' trade accounts. It must 

be stressed once again, however, that these conclusions about the 

MNCs' influence on the balances of PS\Ylllents relate only to their 

transactions with the United States. The omission of third-country 

transactions--chiefly trade flows--may be significant, especially ·for 



the European countries, where there may be significant offsets from 

the affiliates' exports to other European countries--exports which 

are not measured by the available data. 

Canaday 

Transactions with the United States were a key factor in a very 

sub.stantial improvement in the Canadian balance of payments over the 

1966-1970 period--a.nd the MNCs in turn had much to do with these 

changes. The improvement was dominated by the current account and, 

within it, the strongly improved balance of trade. Trade transactions 

with th~ United States by the MNCs played a key role here. The 

Canadian capital accounts actually moved adversely over the period--

the global surplus was cut roughly in half--and the MNCs had their 

effect here as well. However, the gains realized in the current account 

more than offset the deterioration in capital transactions balances, 

with the result that the overall Canadian balance of payments, mea-

sured either as the basic balance or as the combination of current 

and capital accounts, showed roughly a tenfold increase in its global 

surplus. 

United Kingdom £./ 

The United Kingdom 1 s balance of payments was characterized over 

the 1966-70 period by strong improvement, most of which occurred in 

l/ See tabie 10 and pp.230 through 235 in the appendix to this 
chapter. 

~/ See table 11 and pp. 236 through 240 in the appendix to this 
chapter. 
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·~~------~~--~----~-----------·~(~r~n~m~il~l~i~o~n~s~of.~Uu·~s~·~do~l~l~ar==--s~)"--~--------~--~----------~-
1966 

With United States 
Global 

Aggregate: 
,. : : 

Current Account---------------------: -933 : -1,86T : 
: 

Balance of goods and services------: -933 : -1,831 : 
: : : 

'J11·ade bu.lance--------------------: 306 : -8o3 : 
J~:r.:ports----------··----------- --: 10,050 : 5 ,896 : 
Imports------------------------: -9,744 : -6 ,699 : 

Balance of service uccount-------: -1,239 : -1,028 : 
Royalties, etc., net----------: 2/ : . 2/ : 
Dividends, etc.~ net-----------: :"873 : :"726 : 
Other services, net-----------: '}±/ -366 : -302 : 

Transfers, net---------------------: 0 : -36 : 
: : 

Cupi1e.l Accowit (ncn liquid)---------: ll 1,132 : 961 : 
: 

Lon~ term, net---------------------: 1,047 : 1,111 : 
L'irect investment, net-----------: 726 : 658 : 

. Pert folio investment, net--------: 617 : 362 : 
Other, long term, net------------: -296 : 91 : 

Short term, net (non liquid)-------: ll 85 : -150 : 
: : 

BaJ.ance on Current and CaEital 
Account-------------------------: 199 : -906 : 

Ba.sic Ba.lance (Current a/c + 
114 : -756 : lonp; term capital)--------------: 

1/ Excludes all government items to the extent possible. 
Y Not available. 
l/ Includes net errors and omissions and liquid capital blows, 
'}±/ Includes some government transactions. 
2./ Estimated on the bases of a 1969 special survey. 

Source: Appendix tables A-4 and A-5, 

MN Cs 
: 

-1,453 : 
: 

-1,453 : 

-716 : 
2,566 : 

-3,282 : 
-737 : 
-199 : 
-548 : 

10 : 
0 : 

y : 
: 

i,129 : 
1,116 : 

0 : 
13 : 

-77 : 
: 

-401 : 

-324 : 

1970 

With United States 
Global 

; Aggregate; MN Cs 

1,208 : -275 : -329 
: : 

1,126 : -336 : -329 

2,885 : 1,009 : 662 
16,133 : 10,400 ,. 5,849 

-13,248 : -9 ,391 : -5,187 
-1,759 : -1,345 : -991 

21 -390 : -406 : -274 
-954 : -905 : -740 

'}±/ -415 : -34 : 23 
82 : 61 : 0 

ll 601 : 877 : 662 

780 : 859 : 623 
469 : 341 : 643 
585 : 587 : 0 
274 : -69 : -20 

l/ 179 : 18 : 39 

1,809 : 602 : 333 

1,988 . : 584 : 294 
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Table 11.--The British balance of payments, 1966 and 1970 1/ 

(In millions of U.S. dollars) 

~rent Accou~t----------------------: 

Balcr:ce of goods and services------: 

Tr 0:ille balance--------------------: 
E.::ports------------------------: 
Impcrt s -----------·-------------: 

Bala.ncl, of se:rvice account-------: 
Royalties, etc., net-----------: 
DiYidends, etc., net----------: 
Otl1er services, uet------------: 

'l~ranr,fers, net.-----------·---------: 

Capital 1i.ccow1t (non liquid)--------: 

Long term, net---------------------: 
Dir~ct investment, net-----------: 
Pcn·t. fo::.i o investment , net--------: 
Other long term, net·-------------: 

_E;hort term, net (non liquid)------: 

Bulan.cc O.!} Current and Capital 
1\c count-·-----------------------·-: 

B6.Sic BeJ.ance (Current a/c + 
- long term capital)-----·---------: 

--ii""Excludes all government items. 
2/ Partly estimated. 
1/ Includes trade credits only. 

Global 

967 

1,104 

-160 
14,582 

-14,742 
1,264 

72 
812 
380 

-137 

-79 

171 
25 
12 

134 
-250 

888 

1,138 

1966 

With United States 

Aggregate: .MNCs 

139 

117 

22 
1,780 

-1,758 
95 

. -185 
-53 
333 
22 . 

378 

410 
396 
122 

-108 
-32 

517 

549 

-666 

-666 

-423 
238 

-661 
-243 
-174 
-142 

73 
0 

215 

245 
396 
-63 
-88 
-30 

-45.l 

-421 

Source: Tables A-6 and A-7 in the appendix to this chapter. 

Global 

2,916 

3,024 

17 
18,9:1?6 

-18,909 
3,007 
2/ 58 
l,516 
1,433 

-108 

-219 

288 
-87 
-47 
422 

]./ -507 

2,697 

3,204 

1910 

With United Sto.tes 

Aggregate: 

520 

.493 

-305 
2,214 

-2,519 
798 

-213 
484 
527 

27 

-1,195 

-637 
141 
-78 

-700 
-558 

-675 

-117 

MN Cs 

. -880 

-880 

-631 
328 

-959 
-249 
-206 
-152 

109 
0 

-962 

-462 
141 

-191 
-412 
-500 

-1,842 

-1, 342 
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the last few years. of the period. Th.is balance of payments strength 

was concentrated in the services portions of the current account, and 

most of it was derived from transactions with areas other than the 

United States. The U.S.-based MNCs' dealing with the United States 

were a consistent drag on the United Kingdom balance of payments. In 

all the major accounts, they showed a heavily negative countertrend 

to the generally favorable developments appearing in the global results. 

Without this negative influence, the British balance of payments would 

have shown even larger surpluses--to the tune of about a billion dol-

lars. 

Belgium-Luxembourg 1J 

Overall, the Belgian balance of pEzyI!l.ents behaved somewhat like 

that of the United Kingdom. Gratifying improvement in the aggregate 

global balances was dominated by favorable developments in the current 

account, which more than offset significant capital account deterio-

ration. As for the MNCs, they strongly resisted global current-

account trends, accounting for large and growing deficits in their 

transactions with the United States; these were concentrated in the 

trade accounts. Unlike the United Kingdom experience, however, the 

capital transactions of the MNCs with the United States were fairly 

strongly positive; here, they countered in a favorable direction 

the movements observed in the global accounts. In the overall balance 

1/ See table 12 and pp. 241 through 244 in the appendix to this 
chapter. 
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Table 12.--The Belgian balance of payments, 1966 and 1970 y 

Current Account----------------------: 

Balance of goods and services----"."-: 

Trade balance--------------------: 
Exports------------------------: 
Imports--..:--_-------------------: 

Balance of service account-------: 
Royalties, etc., net-----------: 
Dividends, etc., net-----------: 
Other services, net------------: 

Tr8nsfers, net---------------------: 

f..!!12.Hel Accoimt (non liquid)--------: 

Long t.elT.1., net---------------------: 
Direct investment, net-----------: 
Portfolio investment, net--------: 
Other, long term, net-------------: 

.Short term, net (non liquid)-------: 

B!'l.la.nce on Current and Cupital 
Ac.count-------------------------: 

Basic Balance (Current a/c + 
long term capital)--------------: 

(In millions of U.S. dollars) 

Global 

-30 

-62 

-114 
5,626 

-5,740 
52 

-38 
22 
68 
32 

34 

12 
132 : 

-134 .: 
14 
22 

4 

-18 . ' 

1966 

With United States 

Aggregate: MNCs 

78 

70 

28 
530 

-502 
42 

2/ 
- 6 

36 
8 

y 

76 
80 

-68 
64 

y 

y 

154 

-272 

-27~ 

-233 
54 

-287 
-39 
-25 
-12 
-2 

0 

100 

104 
141 
-30 
-7 

y 

Y. 

-168 

Global 

914 

874 

788 
9, 7~6 

-8,938 
86 

-58 
68 
76 
40 

-372 

-276 
162 

-288 
-150 
-96 

542 

638 

1970 

With United States 

Aggregate; MNCs 

-18 

-30 

-122 
604 .. 

-726 
92 

y 
62 
30 
12 

y 

-28 
118 

-124 
-22 

y 

y 

-46 

-460 

-460 

-404 
68 

-472 
-56 
-49 
-7 

0 
0 

115 

76 
214 

-108 
-30 

39 

-345 

-384 

ly-]jxcludes all government items. Data relate to the Belgium-Luxembourg Economic Union (BLEU). 
"'ff.I Not available. 

Source: Tables A-8 and A-9 in appendix to this chapter. 
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of payments as measured by the basic blance' however' the MN Cs I effect 

was substantially and increasingly negative. Whereas, in global 

terms, the Belgians were able to offset a poor capital account per-

formance with an even better current account showing, the MNCs in 

their dealings with the United States turned in only a modestly 

favorable capital account record that fell far short of their heavily 

deteriorating current account performance. 

France !/ 

Changes in the French balance of payments--as well as the patterns 

of MNC influence on them--are generally similar to those already 

observed in the United Kingdom and Belgium. There was, again, a note-

worthy improvement on current account, against which the MNCs showed 

a strong negative influence. A difference emerges for France, however: 

the principal factor that held down the overall growth in the global 

current account surplus was the emergence of deep deficit in the 

private trans.fers account rather than the activities of the MNCs. 

The French capital account improved mightily, and here the MNCs played 

a complementary, although relatively modest role. Overall, both the 

balance on current and capital accounts and the basic balance showed 

very considerable improvements over the period and solid surpluses 

in 1970--in global terms; the MNCs, in their transactions with the 

United States, did not do so well. Their overall balances showed 

deterioration over the 1966-70 period, and they ended 1970 with 

1/ See table 13 and pp. 245 through 249 in the appendix to this 
chapter. 
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Table 13.--The French balance of payments, 1966 and 1970 1J 
(In millions of U.S. dollars) 

~~~~~~~~~~~~~~~~ 

1966 1970 
.. 

With United States With United States 
Global Global . . : Aggregate: MN Cs : Aggregate: .. 

: : 
Current Account----------------------: 172 : -21 : -328 : 310 : -537 : 

Balance of goods and services------: 86 : -43 : -328 : 878 : -594 : 

: : 
Trade balance-----------------_:--: 100 : -412 : -233 320 : -7'{6 : 

Exports------------------------: 9 ,435 : 708 : 48 : 18,010 : 979 
Imports------------------------: -9,335 : -1,120 : -281 : -17,690 -1,755 : 

Balance of service account-------: -14 : 369 : -95 : . 558 : 182 : 
Royalties, etc., net-----------: y : y : -81 : y : y : 
Dividends, etc., net-----------: 119 : 21 : -36 : 378 : . 107 : 
Other services, net------------: -133 : 348 : 22 : 18o : 75 : 

Transfers, net---------------------: 86 : 22 : 0 : -568 : 57 : 
: 

Ca.pit!.".l Account (non liquid)---------: -68 : 176. : 89 : 1,590 . : 590 : 
: 

Long term, net---------------------: 156 : 129 : 84 : 606 : 277 : 
DirP.ct investment, net-----------: 111 : 118 : 133 : 226 : 146 : 
Portfolio investment, net--------: 22 : -18 : -49 : 282 : 85 : 
Other, long term, net-------------: 23 : 29 : 0 : 98 : 46 : 

Short term, net (non liquid)-------: -224 : 47 : 5 : 984 : 313 : 

Balance on Current and Ca)2ital 
Account-------------------------: 104 : 155 : -239 : 1,900 : 53 : 

: : : : 
Basic Bo.lance (Current o./c + 

lon~~ term capital)--.:.-----------: 328 : 108 : -244 : 916 : ·-260 : . . . . . . 
""'--------·-------------·- ----~------ _.!.___ __________ .___ • • 

1/ Excludes all government items. 
"ff.I Not available. 

Source: Tables A-10 and A-11 in the.appendix to this chapter. 

MN Cs 

-812 

-812 

-631 
63 

-694 
-181 
-121 
-90 

30 
0 

452 

416 
515 
-44 
-55 

36 

-360 

-396 
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si.zeable deficits, the result of strongly negative current account 

positions that were not fully countered by relatively modest positive 

contributions to the capital account. 

West Germany 1./ 

As in the other European balances of payments surveyed in this 

chapter, the German current account is characterized by a growing 

surplus, offset in part by an inc+easingly negative influence--

generated mostly in the earnings remittances accounts--of the MNCs 

in transactions with the United States. The long-term capital account 

swung from a healthy surplus in 1966 to substantial deficit in 1970. 

Net long-term capital inflows from the United States on MNC account 

declined somewhat, but most of the turnaround in the long-term capital 

account was due to a significant increase in net German investment 

abroad. As a ·result of these diverse changes, the German. basic bal-

ance moved into deficit, but a substantial increase in short-term, 

non-liquid capital inflows pushed the overall balance on current and 

capital accounts to a much-increased surplus in 1970. In their deal-

ings with the United States, the MNCs placed strong negative pressure 

on both the basic balance and the overall balance. 

The balance of payments presentations used here deliberately 

ignore movements of liquid, partly speculative, short-term capital, 

1/ See table 14 and pp.250 through 255 in the appendix to 
this chapter. 
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Table 14.--The West German balance of payments, 1966 and 1970 l/ 

(In millions of U.S. dollars) 

1966 

With United States 
Global Global 

1970 

With United States 

Aggregate: MNCs Aggregate: MNCs 
.. . 

Current Account----------------------: 

Bala.nee of goods and services------: 

Trade balance--------------------: 
Exports------------------------: 
Imports-----~------------------: 

Balance of service account-------: 
R9yalties, etc., net-----------: 
Dividends, etc., net-----------: 
Other services, net------------: 

Transfers, net---------------------: 

Capital Account (non liquid)-------: 

Long term, net---------------------: 
Direct investment., net-----------: 
Portfolio investment, net--------: 
Other, long term, net-------------: 

Ghort term, net (non liquid)------: 

Balance on Current and Capi ta.l 
Account-------------------------: 

P.asic Balance (Current a/c ..;. 
long term capital)--------------: 

lTExCludes all government items. 
·'"ff/ Not available. 

-286 

577 

2,956 
20,189 

-17,233 
-2,379 

-158 
-358 

-1,863 
-863 

885 

415 
553 

-241 
103 
470 

599 

129 

-611 

-581 

-352 
1,793 

-2,145 
-229 
y 
-76 

-153 
-30 

252 

175 
371 

-170 
-26 

77 

-359 

-436 

Source: Tables A-12 and A-13 in Appendix to this Chapter. 

-446 

-446 

-225 
101 

-326 
-221 
-92 

-162 
33 

0 

335 

297 
591 

-266 
-28 

38 

-111 

-149 

322 

1,875 

5,8~7 
34,120 

-28,283 
-3,962 

-251 
-242 

-3,469 
-1,553 

1,166 

-598 
-387 
-208 

-3 
1,764 

1,488 

-276 

-259 

-236 

85 
3,126 .. 

-3,041 
-321 
-158 
-104 
-59 
-23 

29 

-172 
103 

-220 
-55 
201 

-230 

-431 : 

-665 

-665 

-121 
415 

-536 
-544 
-132 
-458 

46 
0 

310 

202 
216 
-63 

49 
108 

-355 

-463 
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in order to isolate an.d examine underlying, basic payments trends 

and relationships. Throughout the period under consideration, Germany 

was beset by repeated waves of such short-term capital movements, in 

which the .MNCs had at least some part. It should be stressed that 

these are not examined here. Their monetary effects--which are the 

most important ones--are considered in chapter V of this 

study. 

Brazil 1/ 

The Brazilian balance of payments experience differs from that 

of the European countries surveyed above. Globally, it is charac-

terized by considerable deterioration in the current account--in 

which transactions with the United States including those of the 

MNCs, had an easil~ identifiable role--offset in part by favorable 

capital account developments--also attribut.able in large part to 

the United States in general anq the MNCs in particular. The overall 

global balance on current and capital accounts lost considerable 

ground between 1966 and 1970, shi~ing from substantiai surplus to 

moderate deficit. Here, the surplus derived from the United States 

as a whole declined somewhat, although the favorable position of the 

MNCs vis-a-vis the United States remained essentially unchanged as a 

strong prop to the overall balance. The basic balance al;;;o swung 

unfavorably in global terms, with both the United States and the MNCs 

providing sizeable but declining surpluses. 

1:/ See table 15 and pp. 256 through 259 in the appendix to this 
chapter. 
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Table 15.--The Brazilian balance of payments, 1966 and 1970 1/ 

(In millions of U.S. dollars) 

1966 1970 

With United States With United States 
Global : 

Aggregate: 

.. : : 
Current Account----------------------: 74 : -51 : 

: ; 

Bala.nee of goods and services------: 29 : -51 : 
: 

Tr!tde balance--------------------: 438 : 35 : 
Exports------------------------: 1,741 : 600 : 
Imports------------------------: -1,303 : -565 : 

Balance of service account-----·--: -409 : -86 : 
R0yal ties, etc. , net-----------: y : -30 : 
Dividends, etc., net-----------: -197 : -51 : 
Other services, net------------: -212 : . -5 : 

1~ra:n.s fers, net---------------------: 45 : g; : 
: 

Capj ta.l Account (non liquid)---------: 51 : 224 : 
: 

Long terM, net---------------------: 40 : 230 : 
Direct :i.nvestment, net-----------: 74 : 288 : 
Portfolio investment, net--------: 3 : :..19 : 
Other, long term, net-------------: -37 : -39 : 

Short term, net (non liquid)------: 11 : -6 : 

Bnlru1_£c on Current and CaEital 
Account-------------------------: 125 : 173 : 

: : : 
Basic Balance (Current a/c + 

long_~I~ capital)--------------: 114 : 179 : 

1/ Excludes all government items and errors and omissions. 
Ef Not available. 

Source: Tables A-14 and A-15 in Appendix to this Chapter. 

: Global : 

MN Cs : '. Aggregate'. MN Cs 
: . . 
: : : 

-116 : -500 : -308 : -241 
: : : 

-116 : -513 : -308 : -241 

-58 : 232 : -151 : -131 
33 : 2,739 : 670 91 

-91 : -2,507 : -821 : -222 
-58 : .-745 : -157 : -110 
-28 : y : -31 : -29 
-28 : -353 : -113 : -76 
-2 : -392 : -13 : -5 

0 : 13 : y : 0 
: : 

279 : 445 : 447 : 403 

288 : 332 : 408 : 336 
288 : 107 : 337 : 337 

0 : 23 : 1 : 0 
0 : 202 : 70 : -1 

-9 : 113 : 39 : 67 

16.3 : -55 : 139 : 162 

172 : -168 : 100 : 95 
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Mexico 1./ 

As in the Brazilian case, the Mexican balance of payments showed 

starkly rising global current account deficits, offset in part by a 

fairly strong capital account performance, but not enough to prevent 

significant deterioration in the overall global balances. The Mexican 

current-account deterioration centered on escalating trade deficits, 

in which MNC trade deficits with the United States played a part. 

However, the MNCs contributed heavily to highly favorable movements 

in the Mexican capital account with the United States. In the overall 

balances, therefore, the MNCs' transactions with the United States 

showed some favorable changes over the 1966-70 period. Their basic 

balance deficit with the United States declined significantly, while 

the balance on current and capital accounts shifted strongly from 

deficit to surplus as a result of some fairly heavy nonliquid short-

term capital inflows from the United States. 

'l_/ See table 16 and pp. 260 through 263 
this chapter. 

in the appendix to 
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Table 16.--The Mexican balance of payments, 1966 and 1970 !/ 

(In millions of' U.S. dollars) 
.~~~~~~~~~~~-~~~~~~~~~ 

1966 

With United States 
Global 

Aggregate: 

: : : 
Current Account----------------------: -310 : -405 : 

Balance of goods and services------: -305 : -450 : 
: : 

Trade balance--------------------: -420 : -432 : 
Exports-~----------------------: 1,244 : 749 : 
Imports------------------------: 1,664 ~ -1,181 : 

Balance of service account-------: 115 : -18 : 
l\oya..ltics, etc., net-----------: y : -46 ·: 
D:i. vi de nds , etc. , net-----------: -293 : -129 : 
Other services, net------------: 408 : 157 : 

Transfers, net---------------------: -5 : 45 : 
: : : 

Cupi ta1 Account (non liquid)---------: 233 : 220 : 
: 

Long ten'l, net---------------------: 163 : 120 : 
Di re ct inve:·;trr.ent, net-----------: 82 : 70 : 
Pm·1, folio :inv:::?stn;ent, net--------: 8 : 22 : 
Other. long term, net-------------: 73 : 28 : 

Short term, net (non liquid)-------: 70 : 100 : 

~i'Jlnncc on Current and Cn.:12ital 
Account-------------------------: -77 : -185 : 

: : : 
J.~oEi.c Balance (Current c./c + 

long term capital)--------------: -147 : -285 : 

1/ Excludes all government items and errors and omissions. 
"'if Not available. 
Source: Tables A-16 and A-17 in Appendix to this Chapter. 

: 

MN Cs : 

-246 : 
: 

-246 : 
: 

-179 : 
65 : 

-244 : 
-67 : 
-43 : 
-59 : 

35 : 
0 : 

: 
102 : 

70 : 
70 : 
0 : 
0 : 

32 : 

-144 . . . 
: 

-176 : 

19'70 

With United States 
Global : . . 

· Aggregate: MN Cs 

-1,050 : -421 : -371 

1,072 : -483 : -371 
: 

-1,0"(9 : -483 : -278 
1,399 : 1,223 ,. 71 . 

-2,478 : -1,706 : -349 
7 : 0 : -93 

2/ : -64 : -59 
:-687 : -176 : -88 

694 : 240 : 54 
22 : 62 : 0 

452 : 356 : 425 

454 : 240 : 325 
2/ : 320 : 320 
2/ : -15 : 0 y : -65 : 5 

-2 : 116 : 100 

-598 : -65 : 54 
: : 

-596 : -181 : -46 
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Al'pendix A 

Tables, with Accompanying Commentary 
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Table A-1.-- Balance of Payments of the U.S., by area, 1966 

(Million of Dollars) 

Seven Key CoUntries 
Worl~ 

Germany United Kingdom ~ 

·------
Total Belgium Fre.nce Canada Mexico Brazil 

Sum MNCe Sum MNCe ~~ : MNCs ~ Sum MNCa ~ Sum : MNCs. : Sum ~ MNC& Sum :_ MNC~ _ _____:.__ Sum MNCs Sum ' MNCe 

current Accoun\. net-------

Goode and Ser~icea, net----

Tro.de, net--------------
Exports--------------
Imports-------------

Servicee, net---------
Royal ties and Fees, 

net-------------
Credi t-----------
Debi t-----------

01 vidends, etc. 1 net---
Credi t-------------
Debi t-------------- : 

Other Services, net---- : 
Transfers, net---------- : 

Capital Account, net------ : 

Long term capital, net---.:. 
Direct Investmnet, net--

Credit--------------
Debi t-------------

Portfolio Cap! tal, aet
Credi t---------
Debit--------------

Otber long term capital, 
net---------------

Credi t--------------
Debi t-----------

Basic Balance (Current and 

7 ,227 

7 ,840 

3,824 
29,287 
25 ,463 

4,016 

1,285 
1,425 

-1,110 
3, 786 
5,379 

-1, 593 
-1,055 

-613 

-3,110 

-3,006 
-4,026 

86 
-4,U2 

/i27 
909 : 

-482 : 

593 : 
368 
225 

Long Term Capital\· --- : 4 , 221 

·Short te:nn private non
liquid capital, net--- t 

Credit------------- : 
Debit---------------: 

/,..·Bai.a.nee on Current and 

-104 . 
296 ; 

-400 : 

Ca ital Accounts Net , 

6,496 

6,496 

2,023 
7,826 

-5,803 
4,473 

1,192 
1,307 

-115 
3,370 
3, 765 
-395 
-89 

-3,179 

-3 .~52 
-4 ,026 

86 
-4 .112 

594 
594 

0 

180 
180 

0 

3,244 

73 
279 

-206 

Li uidit Bal.a.nee 3 -- : 4,117 : 3,317 

Liquid Private Capital 
Flowe, oei---------- : 

Credit------------: 
Debit---------------- : 

Government transactions· on : 

2,370 : 
2,520 : 
. -150 : 

current and ca.pi to.l . 
a/c, net-----------: -6,953-, 

Official Reserve Transactions : : 
~------------ : ;,/ -466 : 

Jj 
lt y 

2,581 

2,477 

1,341 
13,498 

-12 ,157 
1,136 

682 
790 

-108 
l,335 
2,030 

-695 
-881 
104 

-22. 572 

-2. 519 
-2,735 

69 
-2,804 

-45 
491 

-536 

y 201 
110 

91 

-53 
156 

-209 ·: 

.::51 

Jj 
Jj 
Jj 

-889 

Jj 

3,527 

3,527 

2,067 
5,172 

-3 ,105 
l,460 

642 
734 
-92 
987 

1,221 
-234 
-169 

0 

-2,172 

-139 

-117 

-22 
1,758 

-1, 780 
-95 

185 
219 
-34 

53 
363 

-310 
-333 

-22 

-378 

-2,217 -410 
-2. 735 -396 

69 23 
-2 ,804 -419 

408 . -122 
408 -101 

0 -21 

110 : y 108 
110 : BB 

0 20 

1,310 

45 
l.56 

-111 

-549 

32 
69 

-37 

666 

666 

423 
661 

-238 
243 

174 
201 
:21 
142 
271 

-129 
-73 

0 

-213 

-245 
-396 

23 
-419 

63 
63 

0 

88 
88 

0 

421 

30 
69 

-39 

1,355 -517 451 

lt 
II 
Jj 

Jj 
Jj 
Jj 

Jj 

17 

lt rt y 

20 : 

-140 

-243 
1,553 

-1,796 
103 

96 
115 
-17 
168 
217 
-49 

-163 
160 

-235 

-208 
-591 

28 
-619 
293 
264 

29 

2t 90 
- 26 

62 

-188 

-28 
13 

-41 

-216 

lt 
Tt 
It 

-225 

446 : 

446 

225 
326 

-101 
221 

92 
104 
-12 
162 
174 
-12 
-33 

0 : 

-335 

-297 
-591 

28 
-619 
266 
266 

0 

28 
28 

• 0 

149 

-38 
13 

-51 

111 

Jj 
lt y 

148 

154 

120 
689 

-569 
34 

27 
26 
-1 
11 
37 

-26 
-4 
-6 

·-112 

-115 
-141 

10 : 
-151 

32 
40 
-8 

-7 
7 

-14 

32 

3 
4 

-1 

272 

272 

233 
287 
-54 

39 

25 
26 
-1 
12 
20 
-8 

2 
0 

-100 

295 

318 

318 
1,016 

-618 
0 : 

87 
100 
-13 

19 
61 

-42 
-106 
-23 

-50 

-104 -47 
-141 -133 

10 8 
-151 -141 

30 74 
30 38 

0 36 

1 2t 12 
7 - 0 
0 12 

168 : 248 

' ~ 4 ll 
0 ~5 

35 : 172 245 

y/ 
1{ 

-14 

lt y 
1.1 

lt 
Tt 
It 

-143 

328 

328 

233 
281 
-48 

95 

81 
90 
-9 
36 
45 
-9 

-22 
0 

-69 

-84 
-133 

8 
-141 

49 
49 

0 

0 
0 
0 

244 

-5 
12 

-17 

239 

Jj 
y 
Jj 

1,801 

1,761 

771 
6,736 

-5.965 
990 

209 
252 
-43 
904 

1,139 
-235 
-123 

40 

-1,411 

-1,448 
-1,116 

2 
-1.118 

-319 
i 243 
-562 

£./ -13 
-J.3 

0 

353 

37 
54 

-17 

390 

Jj 
Jj 
Jj 

-268 

1,453 

1,453 

716 
3,282 

-2 ,566 
737 

199 
242 
-43 
548 
624 
-76 
-10 

0 

-1,052 

405 

450 

432 
l,181 
-749 

18 

46 
46 

0 
129 
154 
-25 

-157 
-45 

-220 

-1,129 -120 
-1,116 -70 

2 0 
-1,118 -70 

0 -22 
0 7 
0 -29 

-13 2t -28 
-13 - 0 

0 -28 

324· 285 

77 : -100. 
54 : 7 
23 : -107 

401 ; 

lt y 
Jj 

185 

lt rt 
It 

-76 

246 

246 

179 
244 
-65 

67 

43 
43 
0 

59 
59 

0 
-35 

-0 

-102 

51 

51 

-35 
565 

-600 
86 

30 
30 

0 
·51 
59 
-8 

5 
Jj 

-224 

-70 • -230 
-70 ; -288 

0 -2 
-70 . -286 

0 ; 19 
0 0 
0 : 19 

0 :y 39 
0 ; 0 
0 39 

116 

116 

58 
91 

-33 
58 

28 
28 

0 
28 
28 

0 
2 
0 

-279 

-288 : 
-288 ., 

-2. 
-286 

0 
0 
0 

0 
0 
0 

176 . -179 ' -172 

-32 
7 

-39 

6 
-3 
9 

9 
-3 
12 

144 ; -173 -163 

lt rt 
It 

lt y 
Jj 

: -180 

y 
y 
Jj 

u Jj Jj Jj ;JJ 

Sum 

Rest. 
of Worla 

4 ,64E 

5,363 

2,483 
15, 789 

-13,306 
2 ,880 

603 
635 
-32 

2,451 ; 
3,349 : 

-896 
-174 
-717 

-478 

-427 
-1,291 

17 
-1,308 

472 
418 

54 

£./ 392 
258 
134 

4,219 

-51 
140 

-191 

4,168 

lt 
II y 

-6 ,064 

!/ 
Errors and Omissions, net-- : -302 : : ':!! -944 ; ; y 107: 

Jj 

:':!/ -183 ''.::} -72 '.Y-801 y -16 : ;y -169 ~tl90 !;_t 642 
~:-;--::--:---.,.,-.,..,.-.,..----~---'---------'---....:'~~--=---......:----'----l . . : !J Hot available. · 

K:iCe 

? ,96Q 

~ ,969 

-44 
• 6<t 

-'.o:69e 
3,01? 

~50 

!'9? 
-.23 

2,3&3 
2 ,544 

-161 
80 

-1,007 

-1,035 
-1,291 

17 
-1,308 

186 
186 

0 

70 
70 

0 

1,934 

28 
123 
-95 

1,962 

lt 
II 
Jj 

Y Excludes net non-liquid long-term bank liabilities to private fot"ei~ners, vhich are grouped vith lice c.-.. 
-included only ir~ columns 1 and 19. 

dJ1 
Excludes net errors and OI!lissio+. 

":} Includes net transfers of funds. 

in the BEA area bree.l-.outs. In tl-.ie table st:cl: :illtilities--\l'hich er..our.•.ir;:d tc. t1:'-, rr;'.:..:'!.-;,~.--r~!",. 

Sourcea; Bureau of Economic Analy is, .U.S. Department of Ccmme!'ce. 
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Table A-2.-- Balance of Payments or the U.S., by area, 1970 

(Million or Dolle.rs) 

-----------------------~------ Seven Key Countries 
World 

Total United Kingdom ~ Ge,.,,,any BelsiWn • France Ca.nada Mexico Brasil 

Reat 
ot Worl~ 

CUrrent Account. net---

Goods and Services, net--

Trade, net-------
Exports------· 
Importa-------

Servicea, net-------
Roya.l.tiea and Fees. 

net-----
Credit-----
Debitc-----

Di videoda, etc . , net-
Crecli t-----
Debit--------

Other Sorvieea, net--
Tl"anotere, net----

Capital Accouri.t. not----

Lona term capital, net-.:.. 
Direct Inveetmnet, net-
Credit-------
Debit------

Porttolio Capital., net.--
Croclit------
Debit-------

Other lOQS term cap! t.al, 
net-------: Cr<>dl.t------- : 

D<lbit...;..· ------

J!a!lic Balance (Current and 
Long Term Capital,=--

Short tom priTate non
liquid c~i teJ., nat-

Credit.-------
Debit-·--------

'''Balance on Current and 
Ca;i tal Accounts iRet~ 
Li uicli tr Balance JI 

Liquid Private Ca pi ta1 

6ul!I 

5,605 

6,61T 

2,164 
41,963 

-39,T99 
4,453 

1,902 
2,12T 

-225 
4,150 
8,182 

-4,032 
-1,599 
-1,012 

-2,422 

-1,940 
-3,912 
1,030 

-4,942 
1,248 
2,190 
-942 

T24 
1,135 
-411 

3,665 

-482 
902 

-1,384 

3,183 

Plowe, net----: -5,988 
Credit-----· - : 351 
Debit---------:. -6,339 

GoYernment transactions on 
.current and capital. 

l. 

a/a, •• '.!!J-T ,166 

Otticial Reoerve Tr!naactiona ; ; 
!!!!!!!!£!.-----.-- ~-9.993-: 

Brrore and Omissions, net-- : -l ,I74 

NBC a 

8,448 

8,448 

2,048 
12,968 

-10,940 
6,400 

1, 74T 
1,934 
-l8T 

4,802 
'5,585 

-T83 
-149 

0 

-2,953 

-2,li22 
-3,912 
1,030 

-4,942 
820 
822 

0 

668 
1,112 
-444 

6,026 

-531 
98T 

-1,518 

5,495 

!/ y 
y 

!/ 

y 

8""' 

681 

699 

-198 
l9,34T 

-19,545 
89T 

91T 
1,087 

-170 
1,280 
3,345 

-2 ,065 
-1,300 

-18 

-1,293 

-1,381 
-2,3e6 

795 I 
-3,181 : 

312 
1,004 

-692 

y 693 
T50 
-5T 

-700 

88 
'442 

-354 

-612 

1J y 
y 

-1,66o ; 

1L 

:~-3,006: 

MNCs 

3, T58 

3,758 

l,534 
8,419 

-6,885 
2,224 

8TO 
1,013 

-143 
1,611 
2,015 

-404 
-25T 

0 

-1,i.05 

-1,516 
-2,386 

T95 
-3,181 

406 
406 

0 

Sum MN Cs Sum M!ICs '.II 6\Dll 'MNCa 

-520 

-493 

305 
2,519 

-2,214 
-798 

880 

880 

631 
·959 

-328 
249 

-139 

-29T 

-5T9 
2,556 

-3,i35 
282 

213 206 144 
26T 248 1 T5 
-54 .. -42 -31 

-484 i52 349 
61T 41T 53T 

-1,101 -""265 -188 
-52T -109 -211 
-27 0 158 

665 :r 
665 :1 
121 : 
536 

-415 
544 

132 
155 
-23 
458 
494 
-36 
-46 

0 

l,195 962 ; -106 ; -128 

63T : 462 ~
-141 : -141 : -

-22 -202 
-216 -216 

52.9 : 529 : 48 48 
..6TO -6TO : -264 -264 

78 191 : 246 63 

2T3 63 ~· 
-2T 0 " 

253 : 191 : 
_-11'.5--, - - 0 : 

507 : 

514 : 

. 510 
1,209 
2,693 

4 

50 
56 
-6 

-42 
52 

-94 
-4 
-T 

. -91 

-TO 
-214 

6 
-220 i 

110 
115 
-5 

460; 

46o: 

404 : 
4T2 : 

68 : 
56 ; 

49 : 
53 : 
-4 : 
T : 

39 : 
32 : 
0: 
0 : 

-115 : 
: 

-T6 I 
-214 : 

6: 
-220 
108 
108 

0 

464 ' g/ TOO : .412 : g/ -52 : ~49 
T50 : · .-_62§ : 698 : -49 : -49 

y 34 
. 30 
.-4 

30 : 
30 : 
0: 

-286 : 2 :··- '.::286 : -3 : 0 

2-,~..;. 

111 
442 

-331 

-;.. 

2,353 : 

lJ 
!/ 
!/ 

!/ 

-!17 : 1,342 

_,.,.., 
558 : 
564 
-6 

500-;.: 
564 
-64 

-161 463. 

.:ei. : .. -108 : ' 
-TT : -TT : 

-T : -31 : ' 

:.: 

43T 384 

-21 -39 
-25 -25 

4 -14 

6T5 : 1,842 ,~ ~245 ; 355 416 345 ~ 

y 
!/ y 

!/ 

T7 

!/ 
!) 
!) 

!) 

!/ 
1/ 
!i' 

: -1,106 

y 

Y'_%,!L·"Y y : I !/ 
y '.~ y ' y ., . 

:( 

'I : -57 

y :J !/ !/ 

6um : NllCa : Sum llRCe Sum 
: ! ___!_ 

46T : 812 : 
: : 

495 : 812 

545 6Jl 
1,496 . ~4 

-951 -63 
-50 181 

131 121 
144 130 
-13 -9 
-30 90 
152 122 

-152 -30 
-151 -30 
-28 0 

-328 -452 

-292 -416 
-515 -515 
-2T -2T 

-488 -488 
216 44 
224 44 
-8 0 

YT 55 
55 55 

-48 0 

-363 : 

-311 

-1,613 
9,040 

-10,653 
l,302 

: 
264 : 
350: 
-66' 

1,198 : 
l,6l5 : 
-41T : 
-180 : 

-52 : 

-1,160 ; 

-986; 
-643.: 

~· : 
-352. 123: 

i_.T5; 

g/9 
20 

-ll 

175; 3!16 ; -1..349 

-36 
-3 

-33 

1)9: 

!/ 
!/ 
!/ 

-31: 
: 

!/ 

-36 -lT4 
-3 . -22 

-33 -152 

I 

360 : -1.'523 : ·: 

!/ y 
!/ 

!/ 

~ 
!/ 

-465 

!/ 

329 ; 421 

329 : 483 

-662 
5,18T 

-5 ,849 
991 

2T4 
339 
-65 
T40 
179 
-39 
-23 

0 

-662 

483 
l,T06 

=-1,223 
: 0 

64 
64 

0 
1T6 
233 
-5T 

-240 
-62 

-356 

-623 -240 
-643 -320 

238 0 
-881 -320 

0 15 
0 15 
0 0 

20 y 65 
20 -5 

0 TO 

-294· ; 181 

-39 -116 
-22 4 
-lT -120 

·33.3 : 65 

~ 
!/ 

!/ 

!/ 
!/ 
!/ 

-8 

!/ 
~ -4,48o : iJ . :J 2/-528 
: : : 

!) :2f2, T8T : !/ 21 694 ; !/ ?J-281 !/ ~..i.260: y 
1/ Not available. . 
y Excludes non.-liQ.uid l.ong-tenu. bank. lie.bilitiea to private foreigners, which are gro.uped with line 53 in the BEA area breakouts. In this table such 

liabilities-which amounted to $23 million--&re included only in columns 1 and 19. 
J_j Excludes net errors and omissions and an SDR allocation or $867 million. 
!/ Includes an SDR ~ocation of $807 mill.ion. . 
5} Includes net trans:t'ers or funds. 
I/ bcludes net errors and omissions. 

Sources: Bureau of F.con0%11ic Analysis, U.S. Department of Commerce. 

MNCs 81111 ; MliCo 

3Tl 3o8 <41 

3Tl 3o8 241 

2T8 151 131 
349 821 222 
-Tl -6TO -91 
93 l5T 110 

59 31 29 
59 31 29 
0 0 0 

88 ri3 T6 
88 139 T6 

0 -26 0 
-54 13 5 

0 !/ 0 

-425 -44T .Jio3 

-325 -408 -336 
-320 '-3JT •33T 

Bum 

4,924 

5,918 

2,362 
22,616 

-20,254 
3,556 

985 
1,040 

-55 
2,8TO 
4,83T 

-l,96T 
-299 
-994 

-l,129 

-559 
-1,526 

0 l l '.< 235.., 
-l,T61 : 

936 I 
1,186 : 

-320 -338 -338. 
0 -1 0 
0 1 0 
0 -2 0 

-5 @-TO 
-5 I 1 

O : -Tl 

46 ; -100 

-100 • -39 
4 ; l 

-lo4 -40 

~51i ; -139 

y 
y 
!/ 

!/ 

!/ 
!/ 
!/ 

-TO 

!/ 

1 
l 
0 

. -95 

-6T 
1 

-68 

-162 

-1f 
!/ 

!/ 

-250 -;. 

y 31 
-385 
-'354 

4,365 

-5TO 
460 : 

-1..030' 

"·795 

!/ 
11 
J/ 

y -5,528 

!/ 

!/ °,21 62 !/ ; 2/ .1.632 

llHGe 

4,690 

4,690 

514 
4,569 

-4 ,055 
4,1T6 

877 
921 
-U 

3,191 
3,570 
-379 

108 
0 

-1, 548 

-906 
-l,526 

235 
-l,T6l 

416 
416 

0 

204 
362 

-158 

3.T84 

-642 
545 

-1,l8T 

3,142 

!/ 
!/ 
!/ 

!/ 

!/ 



229 
Table A-j.--3alance of Payments of U.S. with Japan, 1966 and 1970 

(In millions of U.S. dollars) 

Current Account, net------------------------: 

Goods and Services, net-------------------: 

Trade, net------------------------------: 
Exports-------------------------------: 
Imports-------------------------------: 

Services, net---------~-----------------: 
Royalties and Fees, net---------------: 

Credit-~----------------------------: 
Debit-------------------------------: 

Dividends, etc., net------------------: 
Credit------------------------------: 
Debit-------------------------------: 

Other Services, net-----------------·-: 
Transfers, net----------------------------: 

Capital Account, net------------------------: 

Long term capital, net--------------------·: 
Direct Investment, net------------------: 

Credit--------------------------------: 
Debit---------------------------------: 

Portfolio capital, net--~--------------: 
Credit-------------------------------: 
Debit--------------------------------~: 

other long-term capital, net------------: 
Credit--------------------------------: 
Debit---------------------------------: 

Basic Balance (Current a/c +.Long-term 
Capital)----------------------------------: 

Short-term private non-liquid capital, 
net----------------------------------: 

Credit---------------------------------: 
Debit-----------------------------------: 

1966 

Sum 

-434 

-412 

-629 
2,345 

-2,974 
217 
116 
120 
-4 

119 
249 

-130 
-18 
-22 

266 

82 
-56 
-24 
-32 

16 
4 

+12 
1/ 122 
yo 
+122 

-352 

184 
-5 

+189 

Balance on Current and Capital Accounts : 
(Net Liquidity Balance) g/-------------: -168 

Liquid private capital flows, net---------: 3/ 70 
Credit----------------------------------: -l/ 0 
Debit-----------------------------------: +70 

Government Transactions on Current and 
Capital Accounts, net----------------: -516 

Official Reserve Transactions Balance E./----: -614 

Errors and Omissions, net---------------:'!:../ 684 

MNC 

343 

343 

207 
230 

- 23 
136 
94 
97 
-3 
35 
43 
-8 
+7 

0 

95 

-56 
-56 
-24 
-32 

0 
0 
0 
0 
0 
0 

287 

151 
-5 

+156 

438 

N.A. 
N.A. 
N.A. 

N.A. 

N.A. 

1970 

Sum 

-861 

-828 

-1,246 
4,648 

-5 ,894 
418 
285 
293 
-8 

120 
398 

-278 
13 

-34 

-628 

-91 
-129 

-1 
-128 

43 
12 

+31 
y -5 
1/ 19 
- -24 

-952 

-537 
2 

-539 

-1,489 

ll 13 
ll 0 

13 

-:-658 

-2 ,134 

'!:../ 946 

1/ Excludes long term bank liabilities to private foreigners •. 
2/ Excludes net errors and omissions. 
3J Excludes liquid liabilities to private foreigners. 
~ Includes net transfers of funds. 

Source: Bureau of Economic Analysis, U.S. Department of Commerce. 

MNC 

624 

294 
360 
- 66 
330 
219 
226 
-7 
83 

101 
-18 
28 

0 

-790 

-110 
-129 

-1 
-128 

0 
0 
0 

19 
19 

0 

514 

-680 
2 

-682 

-156 

N.A. 
N.A. 
N.A. 

N.A. 

N.A. 
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Table A-4. --Balance of Payments of Canada·, 1966 
I 

(In millio~. of U.S. dollars) 

: : United States 
World 

Sum MN Cs 

--·----:·· 
-.:i,453 Current Account, net-----'----------:· 

Goods and Services, net------------: 

Trade, net-----------------------: 
Exports-----------------------: 
Imports-----------------------: 

Services, net------------------: 
Royalties and Fees, net------: 

Credit---------------------: 
Debit----------------------: 

Dividends, etc., net----------:. 
Credit------------------:! 
Debit----------------•-----=: 

Other Services, net------------=· 
Transfers, net----------------: 

Capital Account, net --------= 
Long tenn capital, net----------: 

Direct Investment, net---------: 
Credit-----------------------: 
Debit--------------------------: 

Portfolio capital, net---------:· 
Credit-----------------------: 
Debit-------------------------: 

Other long-term capital, net-----: 
Credit------------------------1 
Debit-----------------------~: 

Basic Balance (Current a/c + Long• : 
tenn Capital )--------'--------- : 

Short-term private non-liquid 
capital, net-----------------: 

Credit-----------------------~--: 
Debit---------------~----------: 

Balance on Current and Capital 
Accounts (Net Liquidity 
Balance)-----------------------: 

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

Government Transactions· on Current : 
and Capital Accounts, net-----: 

Officjel Reserve Transaction 
Balance-------------------------: 

Errors and Omissions, net------------: 

JI 

-933 -1,867 

-933 -l,831 

306 -803 
10,050 5,896 
-9,744 -6,699 
-1,239 -1,028 

y y 
y y 

-~3 y. 
-726 

450 178 
-1,323 -904 

-366 -302 
0 -36 

1,132 JI 961 

1~047 ·1,111 
726 658 
731 596 
-5 62 

617 362 
898 726 

-281 -364 
-296 91 

0 .. 91 
-296, 0 

114 -756 

'j/ 85 'j/-150 
85 16 

0 .-166 

199 -906 

-438 ~ 0 
~ -438 

-92 2.1 

-331 2.1 
§} §} 

11 
2/ Not available. Include in "other services, net." 

:JJ 

•. 

: . 

-1,453 

-716 
2,566 

-3,282 
-737 
-199 

43 
-242 
-548 

76 
-624 

10 
0 

i,129 
1;116 
1,118 

-2 
0 
0 
0 

13 
13 

0 

-324 

-11 
-23 
-54 

-401 

2.1 

2.1 

3/ y 
. jj 

Includes net errors and omissions and liquid capital flows. 
Not available. Included in non-liquid short-term capital flows 
Not available. 
Not available. Included in short-term capital flows. 

: \ 

.. .. 

:· 

Rest· 
of World 

,; 

934 

898 

1,109 
4,154 

-3,045 
-211· 
y 
y 

:.f(7 
272 

-419 
-64 -

36 

'JI 17f 

-64 
68 

135 
-67 
255 
172 

83 
-387 
-9i 

-296. 

.. 870 

u 235 
69 

166 

_1,105 

Source: IMF, Balance of Pa,yments Yearbook, vol. 22, October 1971; DBS, Quarterly. 
Estimates of the Canadian Balance of International Payments, March 1968 (preliminary); 
and Bureau of Economic ~sis , U.S. Department of CO;lllllerce. 
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Table A-5.--Balan~e of Payments of Canada, 1970 

(In millions of U.S. ·dollars) 

United States 

Current Account, net-----------------: 

Goods and Services, net------------= 

Trade, net-------~---------------= 
Exports---------------~-------= 
Imports------------------------: 

Services, net--------------------= 
Royalties and Fees, net---· ----= 

Credit-----------------------= 
Debit--------------------:.----= 

Dividends, etc., net-----------= 
Credit-----------------------= 
Debit------------------------= 

Other Services, net-~----------= 
Transfers, net---------~,-----~----:-

Capital Account, net----- ----------: 

Long tenn capital, net- -----------: 
Direct Investment, ne -----------= 

Credit-------------------------: 
Debit-------------------------~: 

Portfolio capital, net-----------: 
Credit---------------~---------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Long
term Capital) ------------------: 

Short-term private non-liquiµ 
capital, net---------------: 

Credit------------------~--------: 
Debit----------------------------: 

Balance on Current and Capital 
Accounts (Net Liquidity 
Balance)------------------------: 

Liquid private capital flows, net--: 
Credit---------------------------= 
Debit----------------------------: 

Government Transactions on Current : 
and Capital Accounts, net---~-= 

Official Reserve Transactions 
Balance-------------------------: 

Errors and <:missions, net------------: 

World 

1,208 

1,126 

2,885 
16,133 

-13,248 
-1,759 

y -390 
y 99 

y -489 
-954 

504 
-1,458 

-415 
82 

~ 601 

780 
469 
737 

-268 
585 
585 

0 
-2.74 

0 
-274 

1,988 

"l/ -179 
307 

-486 

-1,809 

~ 
~ 

2/ -343 

1,466 

1Jj 

1/ U.S. (BEA) data with signs reversed. 

.. 

Sum MN Cs 

-275 11 -329 

-336 -329 

1,009 662 
10,400 5,849 
-9,391 -5,187 
-1,345 -991 

y -406 -274 j_ 44 65 
-450 -339 
-905 -740 

316 .. 39 
-1,221 -779 

-34 23 
61 0 

"l/ 877 662 

859 623 
341 : 6!l3-.;. 
54g·:· 881 

-208 -238 
587 0 
587 0 

0 0 
-69 -20 

0 0 
-69 -20 

584 294 

» 18 39 
247 39 

-229 0 

602 333 

~ 0 
1JJ 

1JJ 

1JJ 

2/ Estimated on the qasis of a special DBS Survey in 1969. 
3! Includes net errots and omissions and liquj,~_capital flows. 
4; Not available. 
"i.J Excludes an, SDR allocation of $127 million. 

Rest 
of World 

1,483 

1,462 

1,876 
5,733 

-3,857 
-414 

y 16 
l/ 55 

y -39 
-49. 
188 

-237 
-381 

21 

]./ -276 

-79 
128 
188 
-60 
-2 

0 
-2 

-205 
0 

-205 

1,404 

3/ -197 
- 60 

-257 

1,207 

4/ 
4/ 
~ 

1JJ -·: 

1JJ 

1JJ 

Sources: DBS, Quarte[lY Estimates of the Canadian Balance of International Payments, 
Fourth Quarter 1971; and Bureau of Economic Analysis, U.S. Department of Commerce. 
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Commentary on tables A-4 and A-5 (Canada) 

Canada's global current account shifted 'from a deficit of $933 

million in 1966 to a surplus of $1,208 million in 1970. A positive 

trade balance had the most significant effect on the current account; 

it rose from $306 million to $2.9 billion between 1966 and 1970. The 

principal source of this favorable change was a sharp rise in exports 

to the United States, primarily as a result of the APTA. In fact, 

the current account balance with the United States showed even greater 

improvement than the global figure, changing from a $1.9 billion 

deficit in 1966 to only a $275 million deficit in 1970. The multi

nationals contributed heavily to this improvement, decreasing their 

1966 deficit with the United States of $1.4 billion to $329 million 

in 1970. 

In 1966 Canada's imports from the United States exceeded the 

comparable exports by $803 million. By 1970, however, the situation 

had been reversed to a trade surplus of $1 billion, with the United 

States accounting for a third of the total Canadian trade surplus in 

that year. The multinationals also reversed their adverse position, 

moving from a $716 million trade deficit in 1966 to a surplus amounting 

to $662 million in 1970. Canada's overall exports showed a very 

h~althy increase from $10 to $16 billion during the period, with the 

United States accounting for most of the gain. While total Canadian 

exports during that period rose by 60 percent, exports to the 

United States almost doubled, rising from $5.9 billion to $10.4 billion. 
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The MNCs increased their share of total exports to the United States 

equally significantly, from $2.7 billion (46 percent) to $5.9 

billion (57 percent). 

Imports showed sigaif icant increases as well but they were not 

as large as the increases in exports. Total Canadian imports 

increased from $9.8 billion to $13.2 billion. Most of Canada's imports 

originate from the United States, payments for which increased from 

$6.7 billion in 1966 to $9.4 billion in 1970. The MNCs imports from 

the United States, which account for about half of total Canadian 

imports, amounted to $3.3 billion in 1966 and rose to $5.2 billion 

in 1970. 

The Canadian services accounts showed deficits in both 1966 and 

1970 of $1,239 million and $1,759 million, respectively. Such out-

flows to the United States increased from $1.0 billion to $1.3 

billion, as compared with global outflows of $1.2 and $1.8 billion 

respectively. The MNCs contributed heavily toward this deficit with 

the United States, accounting for an outflow of $737 million in 1966 

that rose to $991 million in 1970. The bulk of the outflow was for 

dividends and other profit remittances to parent companies; these rose 

from $548 million to $748 million during the period. Royalties and 

similar payments by the multinationals increased from $199 million in 

1966 to $274 million in 1970·. 

The global capital account }:_/ surplus moved adversely between 

1966 and 1970, from $1.1 billion to only $601 million. Again, the 

l/ Including errors and omissions and liquid capital flows. 
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United States dominated these flows, generating an inflow of $961 

million in 1966 that decreased slightly to $877 million in 1970. No 

data are available for the MNCs' activities on capital account for 

1966, but in 1970 the inflow was $662 million, or 75 percent of total 

capital flows from the United States. The net long-term capital inflow 

to Canada decreased from $1,047 million in 1966 to $780 million in 

1970, with the United States and the multinationals accounting for 

most of it. The inflow from the United States in 1966 was $1,111 

million and it fell to $859 million in 1970. The inflow of multi-

nationals' capital in 1966 was $1,129 million, but the drop was more 

precipitous, to $623 million. The global direct investment inflow 

decreased sharply between 1966 and 1970, falling from $726 million 

to $464 million. This drop was even more noticeable in net direct 

investment by the United States, which fell from $658 to $341 million. 

At the same time, the multinationals lowered their inflow from 

$1,116 million to $643 million, or by almost 50 percent. !/ 

In 1966 and 1970 portfolio investment remained subst?ntial and 

changed but little from $617 million to $585 million, with the United 

States' portfolio investment rising from $362 million to $587 million. 

The multinationals had little effect on this account. "Other" long-

term capital flows showed a deficit of $296 million in 1966 and of 

1/ The total for the MNCs is higher than the overall net figure for 
the United States because of Canadian direct investment outflows to 
the United States, which were on the order of $450 million in 1966 
and $300 million in 1970. 
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$274 million in 1970. The United States was the source of a $91 

million inflow in 1966, which changed to an outflow of $69 million 

in 1970. The inflow in 1966 credited to the multinationals was 

$13 million; it became an outflow of $20 million in 1970. Global 

short-term capital flows shifted similarly, from a favorable balance 

of $85 million to an outflow of $179 million. In 1966, Canadians 

sent more short-term capital to the United States than they received, 

namely, $150 million. This deficit changed to an $18 million surplus 

by 1970. The multinationals' contribution of $77 million toward the 

deficit in 1966 changed to an inflow of $39 million in 1970. 

There was a very significant change in the balance on current and 

capital accounts combined between 1966 and 1970, a very favorable swing 

from a small surplus of $199 million to a large one of $1,809 million. 

In 1966 Canada had a $906 million deficit with the United States, of 

which the multinationals accounted for $401 million. By 1970 both 

the United States as a whole and the multinationals showed inflows of 

$602 and $333 million respectively. The basic balance (current and 

long-term capital accounts) showed practically the same increase as 

did the balance on current and capital accounts, rising by $2 billion 

during the 1966-70 period. The $756 million deficit attributed to 

the United States in 1966 changed to an inflow of $584 million by 1970, 

while the multinationals in dealings with the United States bettered 

their effect on the balance from a $324 million deficit to an inflow 

of $214 in 1970. 
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Table A-6.--Balance of payments of U.K., 1966 

(In millions of U.S. dollars) 

United States g/ 
World 

SU!ll MN Cs 

Current Account, net-----------------: 967 139 -666 

Goods and Services, net------------: 1,104 117 -666 

Trade, net-----------------------! -160 22 -423 
Exports---~--------------------: 14,582 1,780 238 
Imports------------------------: -14,742 -1,758 -661 

Services, net--------------------: 1,264 95 -243 
Royalties and Fees, net--------: 72 -185 -174 

Credit-----------------------: 302 34 27 
Debit------------------------: -230 -219 201 

Dividends, etc., net-----------: 812 -53 -142 
Credit-----------------------: 2,173 310 129 
Debit------------------------: -1,361 -363 -271 

Other Services, net------------: 380 333 73 
Transfers, net---------------------: -137 22 0 

Capital Account, net-----------------: -19 :. -3-~ ---2J..H 

Long tenn capital, net-------------: 
Direct Investment, net-----------: 

Credit------~------------------: 
Debit-------------------------~: 

Portfolio capital, net-----------: 
Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Long
ten:i Capital)-------------------: 

Short-term private non-liquid 
capital, net------------------: 

Credit---------------------------: 
Debit----------------------------: 

Balance on Current and 

Balance J)-------

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

Government Transactions on Current : 
and Capital Accounts, net-----: 

Official Reserve Transactions 
Balance 1./----------------------: 

Errors and Omissions, net------------: 

1/ Excludes net errors and omissions. 
2! U.S. data with signs reversed. 
3! Not available. 
T;J Includes net transfers of funds. 

171 
25 

286 
-261 

12 
183 

-171 
134 
442 

-308 

1,138 

-250 
0 

-250 

888 

-921 
2,492 

-3,413 

-1,434 

-1,467 

-72 

: 
410 245 
396 396 
419 419 
-23 -23 
122 -63 

21 0 
101 -63 

-108 -88 
0 0 

-108 -88 

549 -421 

-32 -30 
37 39 

-69 -69 

-

517 -451 

~ 
~ 
~ 

-17 

~ 

'!±! -107 

Rest 
of World 

828 

987 

-182 
12,802 

-12,984 

~ 
3/ 
l! 

1,169 
257 
268 
-11 
865 

1,863 
-998 

.;..--!;7 
-159 

---451--

-239 
-371 
-133 
-238 
-110 
162 

-272 
242 
442 

-200 

-218 
-37 

-181 

371 

-1,417 

'!±! 3 5 

Sources: IMF Balance of Payments Yearb~ok, vol 22, June 1971; Bound of Trade Journal, 
1969 table 16; and Bureau of Economic Analysis, U.S. Department of Commerce. 
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Table A-7.--Balance of payments of U.K., 1970 

(In millions of U.S. dollars) 

United States§} 

Current Account, net------------: 

Goods and Services, net--------: 

Trade, net------------------: 
Exports-------------------: 
Imports------------------,-----: 

Services, net------------------: 
Royalties and Fees, net-----: 

Credit----------------------= 
Debit----------------------: 

Dividends, etc., net---------: 
Credit----------------------: 
Debit-----------------------= 

Other Serv-iceu-,-·-net------------: 
Transfers, net---------~-----------: 

Capital Account, net----------------: 

Long tenn capital, net------------: 
Direct Investment, net-----------: 

Credit-------------------------: 
Debit--------------------------: 

Portfolio capital, net-----------: 
Credit------------------------: 
Debit------------------------: 

Other long-term capital, net----: 
Credit------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Long
term Capital)-------------------; 

Short-term private non-liquid 
capital, net------------------: 

Credit---------------------------: 
Debit----------------------------: 

Balance on Current and Capital 
Accounts (Net Liquidity 
Balance) 21--------------------- : 

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

Government Transactions on Current : 

World 

2,916 

3,024 

17 
18,926 

-18,90~ 
3,007 J_ 58 372 

314 
1,516 
2,416 
-900 

1,433 
-108 

-219 

.,28~ 
-87 
338 

-425 
-47 
202 

-249 
422 
782 

-360 

3,204 

2/ -507 
- 2/ 55 
'~F-562 

2,691 

JI 1,865 
3/ 1,882 
- JI -17 

.. 

SUlll 

520 

493 

-305 
2,214 

-2,519 
798 

-213 
54 

-267 
484 

1,101 
-617 

527 
27 

-1,195 

-637 
141 
610 

-529 
-78 
175 

-253 
-700 

0 
-700 

-117 

-558 
6 

-564 

--675 

ll 
1J 
ll 

and Capital Accounts, net-----: }jj -2,280 -77 

Official Reserve Transactions 
Balance 2)---------------------- : 2,282 'J../ 

Errors and Omissions, net------------: 293 :'§.! -2,787 

: 

MN Cs 

-880 

-880 

-631 
328 

-959 
-249 
-206 

u2 
-248 
-152 

265 
-417 
109 

0 

-962 

-462 
14.l 
670 

-529 
-191 

0 
-191 
-412 

286 
-698 

-1,342 

-500 
64 

-564 

-1,842 

1J 
1J 
1J 

1) 

1J 

Rest 
of World 

2,396 

2,531 

322 
16,712 

-16,390 

1J 
'11 
'11 

2,209 
271 
318 
-47 

1,032 
1,315 

-283 
906 

-135 

976 

925 
-228 
-332 
104 

31 
27 
+4 

1,122 
782 
340 

3,321 

51 
49 

2 

3,372 

-2,203 

'11 
§.I 3,080 

1/ 
4; 
61 

Partly estimated. 2/ Includes trad<o? crefil+.s -only. __ j/_ Estl~11~Jl~----
Excludes SDR ullocation ~f $410. '2.J Excludes net crrnrs and omissions. 

fers 
U.S. data with signs reversed. 1J Not available. '§.! Includes net trans~ 
of funds. 

Soruces: Economic Trends, No. 218, December 1971; Annual Abstract of Statistics, 
No. 108, 1971; IMF Balance of Payments Yearbook, vol. 23, February 1972 (Provisional 
Analytical) Bureau of Economic Analysis, U.S. Department ·of Co~erce. 
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Commentary on tables A-6 and A-7 (United Kingdom) 

The balance of payments of the United Kingdom improved very 

substantially after the 1967 devaluation of the pound sterling. The 

current account had a surplus less than $1 billion in 1966; this 

increased to $3 billion by 1970. At the same time the net current 

account inflow from the United States increased from $139 million to 

$520 million. However, in their dealings with the United States, 

the multinationals contributed heavily in the opposite direction, with 

outflows of $666 million in 1966 and $880 million in 1970. Within 

the current account the trade balance improved significantly, from 

a deficit of $160 million in 1966 to a small surplus of $17 million 

in 1970, but transactions with the United States and especially the 

MNCs again moved increasingly in an adverse direction. A sharp 

change was noted in the overall trade balance with the United States, 

from a surplus of $22 million in 1966 to a deficit of $305 million 

in 1970. The MNCs, meanwhile, already had a very sizeable deficit 

of $423 million in 1966 that rose even higher (to $631 million) in 

1970. 

The very strong growth of net income on services accounts was 

the primary factor in the overall improvement of the current account-

and, indeed, of the entire balance of payments as well. The positive 

balance in the services accounts almost tripled, from $1.3 billion in 

1966 to $3 billion in 1970, with the United States contributing 

heavily toward this favorable result. Yet, once again, the MNCs in 
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both 1966 and 1970 had an adverse effect (amounting to about $250 

million) on this account. Remittances of profits as well as royalties 

and fees to parents in the United States predominated here. 

The global capital account showed a significant deterioration-

a rise in net capital outflows from $79 million to $219 million. A 

very sharp change was noted in the position with the United States, 

where an inflow of $378 million in 1966 changed to an outflow of 

$1.2 billion by 1970, chiefly as a result of heavy United Kingdom 

investment in the United States. The U.S.-based multinationals 

contributed $215 million in net credits toward the capital account 

in dealings with the United States in 1966. By 1970, however, their 

"contribution" was a $962 million outflow. American MNC-generated 

flows of long-term capital vis-a-vis the United States shifted 

massively, from a net inflow of $245 million in 1966 to a net outflow 

of $462 million in 1970. Similarly, the MNCs accounted for almost 

all of roughly a $500 million adverse shift in nonliquid short-term 

capital flows. As a result of these MNC-related capital movements, 

the British capital account was placed under heavy negative pressure 

over the period. Only a large favorable shift in net capital flows 

from non-U.S. sources ($1.4 billion) was able to hold the global 

capital account to the relatively modest deterioration ($140 million) 

which actually occurred. 

The overall global surplus on current and capital accounts 

showed a very healthy improvement between 1966 and 1970, increasing 

from $888 million to $2.7 billion. This was not the ·case in trans-



" ~-') /(,. _-'l_ ' 

action with the United States, however. A surplus with the United 

States of $517 million in 1966 was reversed by 1970 to a deficit of 

$675 million. The multinationals contributed heavily toward this 

result; their deficit with the United States rose sharply, from $451 

million to $1.8 billion. 

The British basic balance (current and long-term capital accounts) 

showed similar movements. The global surplus expanded from $1.1 

billion to $3.2 billion. The United States accounted for a net inflow 

of $549 million during 1966, which changed to a net outflow of $117 

million in 1970. The multinationals again were a source of serious 

deterioration; they moved from a deficit position of $421 in 1966 to 

a sharply higher one of $1.3 billion in 1970. 
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Table A-8.-Bal.ance ot Payments of Belgium-Luxembourg, 1966 

(In millions of U.S. dollars) 

Current Account, net-------~-: 

Goods and Services, net----------: 

Trade• net----~------------: 
Exports-----------------------: 
Imports----------------: 

Services, net--------------= 
Royalties and Fees, net-·-----: 

credit------------------: 
Debit-------------------: 

Dividends, etc., net-------: 
Credit-------------------: 
Debit-----------------------: 

Other Services, net------------: 
Transfers, net-----------------: 

Capital Account, net-----------------: 

Long tenn capital, net------------: 
Direct Investment, net-----------: 

Credit------------------------: 
Debit---------------------~---: 

Portfolio capital, net-----------: 
Credit-----------------------: 
Debit--------------------------: 

Other long-term capital, net----: 
Credit----------------------: 
Debit-------------------------: 

Basic Balance (Current a/c + Long
tenn Capital}"----------------: 

ShQrt-term private non-liquid 
capital, net----------------: 

Credit------.:---------------: 
Debit--------------------------: 

Balance on Current SDd Ca ita1. 
Accounts Net Li uidit 

World 

-30 

-62 

-114. 
5,626 

-5.740 
52 

-38 
70 

-108 
22 

304 
-282.: 

68 
32 

34 

12 
132 
140 
-8 

-134 
-4 

-130 
14 
54 

-40 

-18 

22 
22 
0 

Balan~ -1.,/ ------------------- : 4 

Liquid private capital flows, net--: 140 
Credit--------------------------: 522 
Debit-----------------..;----: -382 

Government Transactions on Current : 
and Capital Accounts, net--- : .. 116 

Official Resel'll'e Transactions 
Bai&llc-e-'.JI-----------------: 28 

Errors and Ollis~icns, net----------: 6 

United States 

Sum MN Cs 

78 '11 -272 

70 -272 

28 -233 
530 54 

-502 -287 
42 -39 

y -25 
y 1 
y -26 

6 -12 
58 8 

-52 -20 
36 -2 
8 0 

y 100. 

76 104 
80. 141 
70 151 

+10 -10 
-68 -30 

.0 0 
-68 -30 

64 -7 
34 0 

+30 -7 

154 -168 

y -4 
y 0 
y -4 

: . 
y -172 

y 2/ 
y 21 
'# y 

-38 

y y 

g/ y 

!/ Not available. Included in "Other S~ic;s, 
Y Not ave.Hable. 

?~et." 

3} Excludes net errors and omissions. 
~ U.S. (BEA) data wit~ signs reversed. 
2/ Includes net transfers of funds. 

Rest 
of ·World 

-108 

-132 

-142 
5,096 

-5,238 
10 

y 
11 y 

16 
246 

-230 
-6 
24 

y 
-64 

52 
70 

-18 
-66 

0 
-66 
-50 

20 
-76 

-172 

y 
2/ y 

y 

2/ y 
y 

-78 

y 

y 

Sources: IMF, Balance of Pa;Yments Yearbook, vol. 23, December·1971; S~atistical 
Office of the European ·communities, Balance of Payments, 1962-1966, and Balance of 
PB.yments, 1960-1970. U.S. Department of Commerce,· Bureau of Economic Analysis. 
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T.able A-9;-Balance of Payments of Belgium-Luxembourg, 1970 

(Ih millions of U.S. dollars) 

-· United States 

CUrrent Account, net------------: 

Goods and Services, net---------= 

'l'rade, net----------------= 
Exports-------------= Imports---· _____ .:_ ______ : 

Services, net------------= 
Royalties and Fees, net-------= 

Credit----------------= 
Debit-------------------= 

Dividends, etc. , net--------= 
Credit------------------: 
Debit-----------------------=. 

Other Services,· net----------: 
Transfers, net--------------= 

Capital Account, net---------------: 

Long te:nn capital, net----------: 
Direct Investment, net-----------: 

Credit--------------------: 
Debit---------------------~---: 

Portfolio capital, net---------: · 
Credit---------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit------------------------: 
Debit-----------------:.. ••• : 

Basic Balance (Current a/c + Long
te:nn Capital)------------------; 

Short-term private non-liqilid · 
capital, net--.._ __ .;_ ________ : 

Credit-----....:------------------: 
Debit---------------------------: 

Balance on Current and Capital 
Accounts (Net Liquidity : 
Balance)-----------------------= 

Liquid pr.ivate capital flows, net--: 
Credit--------------------------: 
Debit----------------------------: 

Government Transactions on Current : 

World 

914 

874 

788 
9,726 

.8,938 
86 

-58 
118 

-176 
68 

862 
-794. : 

76 
40 

-372 

-276 
162 
318 

-156 
-288 

26 
-314 
-150 

0 
-150 

-96 
0 

-96 

542 

-76 
2,918 

-2,994 

and Capital Accounts, net----- : lf -174 

Official Reserve Traneactions 
Balance------------------------: 292 

Errors and Qnissions, net----------= -64 

Sum 

-18 

-30 

-122 
604 

-726 
92 

J) 
I/ 
!/ 

62 
210 

-148 
30 
12 

y 
-26 
118 
J,40 
-22 

-124 
_2 

-126 
-22 
10 

-32 

-46 

-16 

if Not available. Included in "other services, Net." 
Y Not available. 
3/ Excludes an SDR allocation of + $70 million. 
~/ U.S. (BEA) data with signs reversed. 
2/ Includes net transfers of funds. 

MN Cs 

'!:!- -460 

-460 

-404 
68 

-472 
-56 
-49 

4 
-53 
-7 
32 

-39 
(} 

0 

115 

76 
214 
220 
-6 

-108 
0 

-108 
-30 

0 
-30': 

-384 

39 
39 

0 

-345 

y 
2/ w 

y 

y 

Rest 
of World 

932 

904 

910 
9,122 

-8,212 
-6 

JJ y 
JJ 

6 
652 

-646 
-12 

28 

y 
-248 

44 
178 

-134 -
-164 

24 
-188 
-128 
-10 

-118 

684 

y 
2/ 
'ff_! 

-158 

y 

y 

Sources: IMF, Balance of Payments Yearbook, vol. 23, December 1971. Statistical 
Office of the European Col!lllIWlities, Balances of Payments, 1960-1970, U.S. Department 
of Commerce, Bureau of Economic Analysis. 
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The capital account showed a drastic deterioration from a surplus 

of $34 million to a deficit of $372 million. Here, however, the MNCs 

had a positive effect on the balance, contributing inflows from the 

United States of $100 million and $115 million in the respective years. 

The most significant change occurred in the long-term sections of the 

capital account, which shifted from an inflow of $12 million in 1966 

to an outflow of $276 million in 1970. There was a shift also in the 

U.S. position--from an i.nflow of $76 million to an outflow of $28 

million. The multinationals, however, produced positive balances of 

$104 million in 1966 and $76 million in 1970. As global direct 

investment in Belgium-Luxembourg increased from $132 to $162 million, 

the United States accounted for $80 and $118 million in 1966 and 1970. 

The MNCs invested directly a rather significant $141 million (net) 

in 1966, and increased it to $214 million in 1970. Belgian purchases 

of foreign securities (a net outflow) more than doubled during this 

period, rising from $134 to $288 million, with purchases of U.S. 

securities valued at $68 million in 1966 then doubling to $124 million 

in 1970. In this account, the multinationals paralleled the general 

experience, tripling their portfolio holdings from $30 million to 

$108 million. "Other" long-term investment also was quite significant, 

changing from an inflow of $14 million to an outflow of $150 million 

on a global basis. The MNCs had a relatively modest influence on 

this account. Short-term nonliquid capital flows also reversed from 

net surplus to net deficit but, on a global basis, the impact was 

small relative to the balance of payments as a whole; 
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The global position of the Belgian basic balance improved greatly 

between 1966 and 1970, shifting from a deficit of $18 million to a 

surplus of $638 million. The flow from the United States reversed, 

from an inf low of $154 million in 1966 to an outflow of $46 million 

in 1970. The MNCs had a significant negative effect on the basic 

balance, more than doubling their outflow from $168 to $384 million 

during that time. 
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Table A-10.-Balance of P~ents ot France 1966 

(In millions ot U.S. dollars) 

United States 

~Curr:!!!~e~n!!!t~A~c;sc~o:!!un!!t~, ..!D!!e::!:t~--------· 

Goods and Services, net--------= 

Trade, net-----------------= 
Exports------------------= 

., Imports-----------·------= 
Services, net---------------= 

Royalties and Fees, net------= 
Credit----------------------= 
Debit---------------------= 

Dividends, etc., net-----------= 
Credit----------------------= 
Debit------------------------= 

Other Services, net------------= 
Transfers, net---------------------= 

Capital Account, net----------------: 

Long tenn capital, net------------: 
Direct Investment, net----------: 

Credit------------------------: 
Debit----------------------~---: 

Portfolio capital, net----------: 
Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Long
tenn Capital}------------------: 

Short-term private non-liquid 
capital, net------------------: 

Credit------~-------------------: 
Debit----------------------------: 

Balance on Current and CaFital 
Accounts (Net Liquidity 
Balance) 'JI---------------------: 

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

Government Transactions on Current : 
and Capital Accounts, net-----: 

Official Reserve Transactions 
Balance-------------------------: 

Errors and <:missions, net------------: 

World 

172 

86 

100 
9,435 

-9.335 
-14 

y 
y 
y 

119 
462 

-343 
-133 

86 

-68 

156 
111 
252 

-141 
22 
49 

-27 
23 
69 

-46 

328 

-224 
290 

-514 

104 

44 
797 

-753 

y 95 

243 

130 

Sum 

-21 

-43 

-412 
708 

-1,120 
369 

1/ 
y 
y 

21 
142 

-121 
348 
22 

176 

129 
118 
119 
-1 

-18 
0 

-18 
29 
29 
0 

108 

47 
47 
0 

155 

-248 
425 

-673 

y 337 

244 

49 

1/ Not available .. Included in "Other Services, Net." 

MN Cs 

lj_/ -328 

-328 

-233 
48 

-281 
-95 
-81 

9 
-90 
-36 

9 
-45 

22 
0 

89 

84 
133 
141 
-8 

-49 
0 

-49 
0 
0 
0 

-244 

5 
17 

-12 

-239 

21 

21 

Rest 
of World 

193 

129 

512 
8,727 

-8,215 

1/ 
l/ 
I! 

-383 

98 
320 

-222 
-481 

64 

-244 

27 
-7 

133 
-140 

40 
49 
-9 
-6 
40 

-46 

220 

-271 
243 

-514 

-51 

292 
372 
-80 

-242 

. 2.l -1 

81 

2/ Includes multilateral settlements of+ $253 (world) and+ $286 (United States). 
31 Excludes net errors and omissions. 
4/ U.S. (BEA) data with signs reversed. 
"if Not available. 
EJ Includes net transfers of fUnds. 

Sources: StaM.stical Office of the ~opean Commun! ties, Balance of Payments, 
1962-1966 and Balance of Payments, 1960-1970; and Bureau of Economic Analysis, U.S. 
Department of Commerce. 
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Table A-11.~-Bal.ance of Payments of France; 1970 

(In millions of u.s. dollars) 

Current Account, net-----~------= 

Goode and Services, net-----------= 

Trade 1 net-------------------= 
Exports---------------= 
Imports~---------------= 

Services, net--------------------: 
Royalties and Fees, net--------= 

Credit--------------------= 
Debit----------------------= 

Dividends, etc., net-----------= 
Credit-----------------------= 
Debit-----------------------= 

Other Services, net------------= 
Transfers, net---------------------= 

Capital Account. net-----------------: 
: . 

Long tenn capital 1 net------------: 
Direct Investment, net-----------: 

Credit-------------------------: 

World 

310 

878 

320 
18,010 
17,690 

558 
y 
y 
y 

378 
1,444 

-1.066. : 
180 

-568 

1,590 

606 
226 
596 

United States 

Sum MN Ce 

-537 21 -812 

-594 -812 

-776 -631 
979 63 

-1,755 -694 
182 -181 

y -121 
y 9 
y -130 

107 -90 
611 32 

-504 -122 
75 3~ 

57 0 

590 452 

277 416 
146 515 
166 488 : 

Debit-------------•--------..;---: -370 -20 +27 .: 
Portfolio capital, net-----------: 

Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit------------------------: 

Basic Balance (Current a/c + Long
tenn Capital) ------------------: 

Short-term private non-liquid 
capital, net-----------------: 

Credit-------~-------------------: 
Debit----------------------------: 

Balance on Current·and Capital 
Accounts (Net Liquidity 
Balance) _!U---------------------~ 

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

282 
394 

-112 
98 

532 
-434 

916 

984 
501 

+483 

1,900 

183 
2,078 

-1,895 

85 
149 
-64 

46 
89 

-43 

-260 

313 
-145 
+458 

53 

627 
1,363 

-736 

Government Transactions on Current : 
and Capital Accounts, net-----: gj -517 ~ 684 

Official Reserve Transactions 
Balance _!!.!---------------------- : 1,566 1,364 

Errors and Qnissions, net------------: 364 

y Not available. Included in "Other Services, Net." 
gj Excludes an SDR allocation of + $165 million. 
~~ Includes mUltilateral settlements of + $692 million. 
"!!:/ Excludes net errors and omissions. 
21 U.S. (BEA) data with signs reversed. 
§/ Not availavle. 

22 

-44 
0 

-44 
-55 

0 
-55 

-396 

36 
33 
+3 

-360 

§./ 
6/ 
Pl 

§./ 

§./ 

Rest 
of World 

847 

1,472 

1,096 
17,031 
15,935 

376 

271 
833 

-562 
105 

-625 

1,000 

329 
80 

430 
-350 
197 
145 
-48 

52 
443 

-391 

1,176 

671 
646 
+15 

1,847 

-444 
·715 

-1,159 

-1,201 

202 

342 

Sources: IMF, Balance of Payments Yearbook, vol. 23, March 1972. Statistical 
Office of the European Communities, Balance of Payments, 1960-1970 and Bureau of 

.Economic Analysis, U.S. Department of Commerce. 



Conunentary on tables A-10 and A-11 (France) 

Like the United Kingdom and Belgium, France showed a current 

account improvement, but it was a fairly modest one--from a surplus 

of $172 million in 1966 to one of $310 million in 1970. Transactions 

with the United States as a whole, and especially those of the MNCs, 

were a source of very heavy negative influence, as in the United 

Kingdom and Belgium. Nevertheless, while the MNCs exerted a severe 

depressive influence on the trade and services accounts, both held 

up extremely well in global terms. It was another account--private 

transfers of migrants' remittances--which bore chief responsibility 

for keeping the global current-account surplus from rising as rapidly 

as it might have. The MNC influence was absent here. 

Globally, the trade surplus improved by $220 million, from $100 

million in 1966 to $320 million 4 years later--despite a deterioration 

of about $500 million in the MNC's trade balance with the United States. 

The services accounts tell a similar story. Globally, these accounts 

improved by $572 million (from a $14 million deficit to a $558 million 

surplus), while the MNCs increased their net outbound services flows 

to the United States by $86 million. All this left the global balance 

on goods and services accounts with an extremely healthy improvement 

of just under $800 million, whence a deep deterioration of $654 million 

in net private transfers (in which the MNCs played no part) cut the 

overall current account improvement to a relatively modest $138 

million. 
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The French capital account experienced tremendous improvement 

between 1966 and 1970, shifting from a $68 million deficit to a 

surplus of $1.6 billion. The United States helped modestly to improve 

the balance of this account with a net increase of $384 million in 

the French surplus. In relative terms, the multinationals increased 

their net inflow from the United States even more--fivefold--from 

$89 million to $452 million during the same time. Long-term capital 

inflows increased markedly, from $156 to $606 million, with the 

United States accounting for a third of the improvement. The MNCs 

here again were in the forefront, with a fivefold improvement of 

$332 million. The direct investment account showed an interesting 

pattern. Globally, it improved by $115 million to a surplus of 

$226 million in 1970. Yet the MNCs' net direct investment surplus 

with the United States improved by $382 million to $515 million. 

This implies, for 1970, a $289 million direct investment outflow to 

the United States and other areas--an outflow in which the U.S.-based 

NNCs played no part. The rest of the capital account, including 

movements of portfolio and other long-term funds as well as short-term 

nonliquid capital, improved on a global basis by a very substantial 

$1.5 billion over the period, of which $1;2 billion represented a 

shift in the short-term item. In comparison with_ the magnitude of 

these changes, neither the United States as a whole, nor the MNCs 

in their contribution to the French balance of payments with the 

United States played an especially important role. 



The French global balance on current and capital accounts ended 

the period with a very favorable increase from $104 million to $1.9 

billion. Transactions with the United States countered this movement 

slightly, as net inflows on the U.S. accounts dropped from $155 

million in 1966 to $53 million in 1970. The MNCs' contribution also 

was negative, with a $239 million deficit in 1966 that rose to $360 

million in 1970. The basic balance (current and long-term capital 

accounts) also showed a very healthy improvement during this period; 

its surplus rose from $328 million in 1966 to $916 million in 1970. 

Yet, whereas the United States brought in $108 million (net) in 1966, 

the flow was reversed by 1970 to a $260 million deficit. The multi-

nationals' negative effect on the basic balance was reflected in an 

outflow to the United States of $244 million in 1966 which rose to 

$396 million outflow in 1970. 
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Table A-12.--Balance of Payments of West Germany, 1966 

(In millions of U.S. dollars) 

Current Account, net-------------= 

Goods and Services, net-----------= 

Trade, net----------------------= 
Exports----------------------= 
Imports-----------------------= 

Services, net-----------------~--= 
Royalties and Fees, net------= 

Credit-----------------------= 
Debit..,.-----------------------= 

Dividends, etc., net-----------= 
Credit-----------------------= 
Debit-----------------------= 

Other Services, net-----------= 
Transfers, net---------------------= 

Capital Account, net-----------------: 

Long tenn capital, net-------------: 
Direct Investment, net-----------: 

Credit-------------------------: 
Debit---------------------~---: 

Portfolio capital, net-----------: 
Credit-------------------------: 
Debit------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Long
tenn Capital)=------------------: 

Short-term private non-liquid 
capital, net----------------: 

Credit------~------------------: 
Debit---------------------------: 

Balance on CUITent and Ca ital 
Accounts Net Li uidit 

World 

-286 

577 

2,956 
20,1.lt 

-17,233 
-2,379 

-158 
78 

-236 
-358 

456 
-814. 

-1,863 
-863 

885 

415 
553 
860 

•307 
-241 

0 
-241 
103 
157 
-54 

129 

470 
470 

0 

Balance z/------------------ : 599 

Liquid private capital flows, net--: -69 
Credit---------------------------: 61 
Debit---------------------------: -130 

Government Transactions on Current. : 
and Capital Accounts,. net-----: 

Official Reserve Transactions 
Balance -l/--------------------- : 

Errors and Qnissions, net------------= 

-355 

175 

256 

United States 

Sum MN Cs 

-611 ~ -446 

-581 -446 

-352 -225 
1,793 101 

-2,145 -326 
-229 -221 

y -92 
1/ 12 
II -104 

-76 -162 
148 12 

-224 -174 
-153 33 
-30 0 

252 335 

175 297 
371 591 
388· : 619 
-17 -28 

-170 -266 
0 0 

-170 -266 
-26 -28 

0 0 
-26 -28 

-436 -149 

77 38 
77 51 

0 -13 

-359 -111 

87 21 
87 21 

0 21 

304 

32 21 

y 589 

1/ Not available. Included in "Other Services, Net." 
2/ 
l! 
4/ 

~ 

Includes multilateral settlements. 
Excludes net errors and omissions. 
U.S. (BEA) data with signs reversed. 
Not available. 
Includes net transfers of funds. 

;. 

Rest 
of World 

325 

1,158 

3,308 
18,396 

-15,088 
-2,150 

y 
y 
1/ 

-282 
308 

-590 
-1,868 

y 

-833 

633 

240 
182 
472 

-290 
-71 

0 
-71 
129 
157 
-28 

393 
393 

0 

958 

-156 
... 26 

-130 

-659 

143 

-333 

Sources: IMF, Balance of Payments Yearbook, vol. 22, October 1971; Statistical 
Office of the European Communities, National Accounts 1 -1 66 Balance of Pa -
ments, 1962-1966 and Balance of Payments, 19 0-1970. Bureau of Economic Analysis, 
U.S. Denartment of Commerce. 
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Table A-13.--Balance of P~ents of West Germany, 1970 

(In millions of U.S. dollars) 

United States 

Current Account, net-----------------: 

Goods and Services, net------------: 

Trade, net-~------------------: 
Exports------------------------: 
Imports------------------------: 

Services, net-----~------------: 
Royalties and Fees, net--------= 

Credit-----------------------: 
Debit------------------------: 

Dividends, etc., net----------: 
Credit-----------------------: 
Debit------------------------: 

Other Services, net------------: 
Transfers, net--------------------: 

Capital Account, net-----------------: 

Long tenn capital, net-------------: 
Direct Investment, net-----------: 

Credit-------------------------: 
Debit----------------------~---: 

Portfolio capital, net-----------: 
Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Lons
te:rm Capital} ------------------: 

Short-term private non-liquid 
capital, net----------------: 

Credit-------~-------------------: 
Debit----------------------------: 

Balance on Current and Capital 
Accounts (Net Liquidity 
Balance)]/---------------------: 

Liquid private capital flows, net--: 
credit---------------------------: 
Debit----------------------------: 

Government Transactions on Current : 

World 

322 

1,875 

5,837 
34,120 

-28,283 
-3,962 

-251 
134 

-385 
-242 

1,389 
-1,631, 
-3,469 
-1,553 

1,166 

-598 
-387 

299 
-686 

208 
344 

-552 
-3 

254 
-257 

-276 

1,764 
1,924 

-160 

1,488 

2,314 
2,950 . 
-636 

and Capital Accounts, net----- : 1/ -424 

Official Reserve Transactions 
Balance 1/.---------------------- : 3,378 

Sum 

-259 

-236 

85 
3,126 

-3,041 
-321 
-158 

23 
-181 
-104 

425 
-529 

-59 
-23 

29 

-172 
103 
184 
-81 

-220 
.3 

-223 
-55 

0 
-55 

-431 

201 
201 

0 

-230 

567 
635 
-68 

664 

1,001 

Erl'.ors and Q:nissions, net------------: 2,589 : y 5,210 

1/ Excludes an SDR allocation of + $202 million. 
"it Includes multilateral settlements. 
3/ Excludes net errors and omissions. 
4/ U.S. (BEA) data with signs reversed. 
"'5./ Not available. 

MN Cs 

.!!J-665 

-665 

-121 
415 

-536 
-544 
-132 

23 
-155 
-458 

36 
-494 

46 
0 

310 

202 
216 
264 
-48 
-63 

0 

-63 
49 
49 

0 

-463 

108 
108 

0 

-355 

Rest 
of World 

581 

2,111 

5,752 
30,994 

-25,242 
-3,641 

-93 
111 

-204 
-138 

964 
-1,102 
-3,410 
-1,530 

1,137 

-426 
-490 
115 

-605 
12 

341 
-329 

52 
254 

-202 

155 

1,563 
1,723 

-160 

1,718 

1,747 
2,315 
-568 

-1,088 

2,377 

-2 ,621 

Sources: Deutsche Bundesbank, 
. Germany in 1970; 
B"alances of Payments, 1960-1970; 
Commerce. 

The Balance of Payments of the Federal Republic of 
Statistical Office of the European Communities, 

Bureau of Economi'c Analysis, U.S. Department of 



Commentary on tables A~l2 and A-13 (West Germany) 

The global current account of West Germany's balance of payments 

in 1966 showed a deficit of $286 million, with an outflow of $611 

million to the United States, of which the multinational corporations 

accounted for $466 million. By 1970, the current account had shifted 

favorably to show a net inflow of $322 million. Nevertheless, the 

United States and the MNCs still had negative influences. The net 

outflow to the United States decreased to $259 million but the MNCs 

created a deficit entry of $665 million, which implies a shift to a 

surplus of just over $400 million in the non-MNCs' current account 

transactions with the United States. 

Germany's global trade surplus doubled between 1966 and 1970 

(from $2, 956 million to $5 ,837 million). Imports from the United 

States were larger than exports by $352 million in 1966, while the 

multinationals also imported more from the United States than they 

exported to it. By 1970, however, German exports to the United 

States had increased sufficiently so that the trade balance showed 

a surplus of $85 million; the multinationals decreased their trade 

deficit by almost half, to $121 million. 

The services accounts showed a deficit of $2.4 billion in 1966, 

increasing to $4.0 billion in 1970. In 1966, transaction with the 

United States produced a net outflow of $229 million and the MNCs 

accounted for nearly all of it. As the total deficit on services 

account almost doubled by 1970, the United States increased its share 



to $321 million with the MNCs' net services payments to the United 

States more than doubling to $544 million. Thus, non-MNCs shifted 

their balance with the United States to a net surplus of about $220 

million. The sum paid by multinationals to their parent corporations 

in form of dividends and other earnings remittances increased from 

$162 million in 1966 to $458 million in 1970 and was the largest 

expenditure by the MNCs in the services account. In 1970 it was 

almost twice as high as net global German dividend payments during 

that year ($458 million vs. $242 million). Royalties and fees paid 

by the MNCs to the United States in 1966 amounted to more than half 

of the global total, and their value ($92 million) was almost equal 

to MNC exports to the United States ($101 million). However, while 

exports to the United States by the multinationals quadrupled by 

1970, royalties and similar payments increased only about a third, to 

$132 million. "Other" services constituted a very significant ·outflow 

in the global services accounts, increasing from a net deficit of 

$1.9 billion to one of $3.5 billion during 1966-70, but the MNCs and 

the United States as a whole had little impact here. 

Germany's capital account surplus increased from $885 million in 

1966 to $1,166 million in 1970. The MNCs brought in net flows of 

$335 and $310 million respectively, indicating a slight slowing trend 

in long-term investment flows from the United States. This was 

especially evident in the direct investment surplus of the MNCs, which 

dropped sharply from $591 million in 1966 to $216 million in 1970. 

(The comparable figures reported by the. Germans·were·$371 million and 



$103 million.) Meanwhile, net German direct investment abroad 

increased considerably over the period. In 1966 the German balance 

of payments showed a global surplus of $553 million on direct invest-

ment. account, meaning that foreigners invested that much more in Ger-many than 

Germans invested abroad. By 1970 the situation had shifted drastically, 

changing the surplus of more than half a billion to a deficit of 

$387 million, or an adverse shift amounting to $940 million. 

The German global portfolio investment account remained relatively 

stable. In deficit both years, the balance fell slightly from $241 

million to $208 million. While the shortfall vis-a-vis the United 

States rose from $170 million in 1966 to $220 million in 1970, the 

multinationals' share decreased fairly sharply from $266 million to 

$63 million. "Other" long-term capital flows moved globally from a 

surplus of $103 million in 1966 to a deficit of $3 million in 1970. 

While the outflow of long-term capital to the United States doubled, 

rising from $26 million to $55 million, the multinationals reversed a 

net deficit of $28 million with the United States in this account to 

a $49 million surplus. 

The inflow of non-liquid short-term capital to Germany almost 

quadrupled, increasing from $470 million to $1,746 million. This, of 

course, was partly a small reflection of heavy flows of short-term 

capital which periodically have inundated West Germany for speculative 

reasons. The balance of payments presentations used here are not 

appropriate for analyzing such flows, however, and consideration of 

them is postponed for Chapter V of this study. 



The global balance on current and capital accounts showed a very 

significant gain, the inflow rising from $599 million in 1966 to 

$1,488 million in 1970. Germany's overall deficit with the United 

States shifted favorably from $359 million to $230 million. The 

multinationals, however, increased their net outflow more than three-

fold, from $111 million to $355 million. The global basic balance 

(current and long-term capital accounts), on the other hand, showed 

an adverse shift, from a surplus of $129 million in 1966 to a deficit 

of $276 million in 1970, The net outflow to the United States was 

significant but essentially unchanged, amounting to about $400 million 

in both years. Again, however, the multinationals showed a threefold 

increase in their net deficit, from $149 million to $463 million. 
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Table A-14.--Balance of Payments of Brazil, ·1966 

(In millions of U.S. dollars) 

United States l/ 

Current.Account, net-----------------: 

Goods and Services, net------------: 

Trade, net-----------------------: 
Exports------------------------: 
Imports------------------------: 

Services, net--------------------: 
Royalties and Fees, net--------: 

Credit-----------------------: 
Debit------------------------: 

Dividends, etc., net-----------= 
Credit-----------------------: 
Debit------------------------: 

Other Services, net------------: 
Transfers, net---------------------:· 

Capital Account, net-----------------: 

Long tenn capital, net-------------: 
Direct Investment, net-----------: 

Credit-------------------------: 
Debit--------------------------: 

Portfolio capital, net-----------: 
Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/c + Long
term Capital ) --------------:---- : 

Short-term private non-liquid 
capital, net---------~--------: 

Credit-------~-------------------: 
Debit----------------------------: 

Balance on Current and Capital 
Accounts (Net Liquidity : 
Balance)- g/---------------------: 

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

Government Transactions on Current : 
and Capital Accounts, net-----: 

Official Reserve Transactions 
Balance~----------------------: 

Errors and Omissions, net------------: 

World 
Sum 

74 -51 

29 -51 

438 35 
1,741 600 

-1,303 -565 
-409 -86 
]J -30 
]J 0 
]J -30 

-197 -51 
7 8 

-204 -59 
-212 -5 

45 '!11 
51 224 

4o 230 
74 288 
74 286 

0 +2 
3 -19 

22 -19 
-19 0 
-37 -39 
180 -39 

-217 0 

ll4 179 

ll -6 
ll 3 

0 -9 

125 173 

-27 4/ 
0 4/ 

-:27 y 

-68 180 

30 '!11 

-25 21 -190 

1/ Not available. Included in 11other services, Net." 
2/ Excludes net errors and omissions. 
3! U.S. data with signs reversed, 
4/ Not available. 
""ii Includes net transfers of funds. 

MN Cs 

-ll6 

-ll6 

-58 
33 

-91 
-58 
-28 

0 
-28 
-28 

0 
-28 
-~ 

0 

279 

288 
288 
286 

+2 
0 
0 
0 
0 
0 
0 

172 

-9 
3 

-12 

4/ 
4/ 
"ijj 

Rest 
of World 

125 

80 

403 
1,141 

-738 
-323 
]J 
]J 
1/ 

-146 
-1 

-145 
-177 

45 

-173 

-190 
-214 
-212 

-2 
22 
3 

19 
2 

219 
-217 

-65 

17 
8 
9 

-48 

4/ 
4; 
"ijj 

-248 

2..1 -165 

Sources: IMF, Balance of Payments Yearbook, vol. 23, March 1972, Bureau of Economic 
Analysis, U.S. Department of Commerce. 
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Table A-15 Balance of Payments of Brazil 1970 (Preliminary) 

(In millions of U.S. dollars) 

United Statee 
World 

Sum MN Ce 

CUrrent Account, net-----------: 

Goode and Services, net--------: 

Trade, net-------·------------: 
Exporte-----------------------= 
Importe----------------~------= 

Services, net----------------..:-: 
Royalties end Fees, net-----: 

Credit------------------= 
Debit-----------------------= 

Dividends, etc., net---------= 
Credit----------------------: 
Debit--------------------= 

Other Services, net------------= 
Transfers, net--------------------= 

Capital Account, net-----------------: 

Long tenn capital, net------------: 
Direct Investment, net-----------: 

Credit------------------------: 
Debit--------------------------: 

Portfolio capital, net-----------: 
Credit------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit-------------------------: 

Basic Balance (Current a/c + Long-
.. tenn Capital } -----------------; 

Short-term private non-liquid 
capital, net------------------: 

Credit------~-----------------: 
Debit----------------------------: 

Balence on Current and Capital 
Accounts (Net Liquidity 
Balance) Y·--------------------- : 

Liquid private capital flows, net--= 
Credit---------------------------= 
Debit----------------------------: 

Government Transactions on Current : 
and Capital Accounts, net-----= 

Official Reserve Transactions 
Balance 3/ ---------------------- : 

Errors and Cmissions, net------------: 

-500 

-513 

232 
2,739 

-2,507 
-745 

y 
l/ 
II 

-353 
49 

-402 
-392 

13 

445 

332 
107 
121 
-14 

23 
24 
-1 

202 
430 

-228 

-168 

113 
336 

-223 

-55 

456 
484 
-28 

477 

38 

·: 

-308 

-308 

-151 
670 

-821 
-157 
-31 

0 
-31 

-113 
26 

-139 
-13 

21 
447 

408 
337 
338 
-1 

l 
2 

-1 
70 
71 
-1 

100 

39 
40 
-1 

139 

70 

-62 

l/ Not available. Included in "Other Services, Net." 
2/ Excludes an SDR allocation of $59 million (credit). 
JJ Excludes net errors and omissions. 
l_jJ U.S. data with signs reversed. 
2./ Not available. 
§./ Includes net transfers of funds. 

-241 

-241 

-131 
91 

-222 
-110 
-29 

0 
-29 
-76 

0 
-76 
-5 

0 

403 

336 
337 
338 
-1 

0 
0 
0 

-1 
0 

-1 

95 

67 
68 
-1 

162 

Rest 
of World 

-192 

-205 

383 
2,069 

-1,686 
-588 

1/ 
l/ 
II 

-240 
23 

-263 
-348 

13 

-2 

-76 
-230 
-117 

-13 
22 
22 
0 

132 
359 

-227 

-268 

74 
296 

-222 

-194 

21 
21 
21 

6 

21 

21 100 

Sources: IMF Balance of Payments Yearbook, vol. 23, March 1972; Bureau of Economic 
Analysis, U.S. Department of Commerce. 
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Commentary on tables A~l4 and A-15 (Brazil) 

The balance of Brazil's current accoant dropped sharply, from a 

net inflow of $74 million in 1966 to a net outflow of $500 million in 

1970. The United States was a major deficit partner, accounting for 

an outflow of $51 million in 1966 which rose steeply to $308 million 

in 1970. The multinational corporations contributed heavily toward 

the deficit with the United States, causing outflows of $116 and 

$241 million respectively. 

The Brazilian trade balance showed a surplus of $438 million in 

1966 that decreased to $232 million in 197·0. While in 1966 the United 

States contributed a $35 million surplus, in 1970 this had changed to 

a $151 million deficit. The multinationals had deficits of $58 million 

and $131 million respectively, in trade with the United States. 

The services deficit almost doubled during the 1966-70 period, 

increasing from $409 to $745 million. '};_/ The United States accounted 

for $86 million of it in 1966 and for $157 ~illion during 1970. The 

multinationals' shares of that were $58 million and $110 million, 

respectively, mainly in payments of royalties and earnings. 

The capital account responded to the rapidly growing 'B~azilian 

economy and an increase in confidence on the part of foreign investors, 

with surpluses that rose steeply from $51 million in 1966 to an 

impressive $445 million in 1970. Very significant as sources of 

1/ These amounts are understated by the omission of global figures 
in-the "royalties and fees" account, which are not available. 
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capital were the United States and particularly the MNCs, with the 

United States doubling its overall flows from $224 million to $447 

million, and the MNCs investing $279 million and $403 million in the 

2 respectiv~ years. Net long-term capital flows to Brazil rose 

greatly froe $40 million in 1966 to $322 million in 1970. The United 

States incre~sed its long-term capital flow from $230 million to 

$408 million. The ~INCs on balance brought in from the United States 

$288 million in 1966 and $336 million in 1970. Net direct investment 

in Brazil increased from $74 million to $107 million, with the United States 

(the MNCs) accountinig for much more--$288 milliPn in 1966 and $337 

mil!ion in 1910. The ot~er long-and short-term capital accounts 

(nonliq\l!id) ~ved ve:ry favorably in the aggregi!te--by $361 million 

to a $338 mill:ton sur:plus j_n 1970. The MNCs in transactions with 

the United States hacl little important effect OP these movements, 

however. 

Both (he Unit1ed States aQd the MNCs had a positive effect on the 

overall ·srazilian b1al~pce o~ current and capit~l accounts, which 

showed. a global sur:plus of $125 million in 1966 and a deficit of 

$5:, ro.illion in 1970. During the same years the United States 

cont.:ributions were: inflow§ of $173 and $139 million respectively, 

with the MNCs prov:iding a practically unchanged net surplus of slightly 

more tban $160 mill.ion, The basic balance deteriorated globally from 

a $114 million surplus in 1966 to a $168 million deficit in 1970. 

Both the Un:lted States as a whole and the multinational corporations 

showed declining suq.1luses which accounted· for part but not all of 

the total unfavorable swing. 
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Table A-16.--Balance of Payments of Mexico, 1966 

(In millions of u.s. dollars) 

United f.tates '!:) 

Current Account, net-----------------: 

Goods and Services, net------------: 

Trade, net-----------------------: 
Exports------------------------: 
Imports !!---------------------: 

Services, net--------------------: 
Royalties and Fees, net------: 

Credit----------------------: 
Debit---------~--------------: 

Dividends, etc., net-----------: 
Credit-----------------------: 
Debit-----------------~------: 

Other Services, net------------: 
Transfers, net---------------------: 

Capital Account, net-----------------: 

Long tenn capital, net--------~----: 
Direct Investment, net-----------: 

Credit-------------------------: 
Debit----------------------~---: 

Portfolio capital, net-----------: 
Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit-------------------------: 
Debit--------------------------: 

Basic Balance (Current a/ c + Long- : 
. tenn Ca.pi tal) ------------------ : 

Short-term private non-liquid 
capital, net-----------------: 

Credit-------~----~--------------: 
Debit---------------------------: 

Balance on Current and Ca ital 
Accounts Net Li uidit · 
Ba.lance }/---------------------: 

Liquid private capital flows, net--: 
Credit---------------------------: 
Debit----------------------------: 

Government Transactions on Current : 
and Capital Accounts, net----: 

Official Reserve Transactions 
Balance :Ji---------------------- : 

Errors and Qnissions, net------------: 

1/ Imports mainly c.I.F. 
2/ Not available. Included in "Other 
"jj Excludes net errors and omissions. 
4/ U.S. data with signs reversed. 
'"if Not available. 
§! Indluces net transfers of funds. 

World 

-310 

-305 

-420 
1,244 

-1,664 
115 

y 
2/ 
"?J 

-293 
19 

-312 
408' 
-5 

233 

163 
82 
82 

0 
8 

18 
-10 

73 
488 

-415 

-147 

70 
70 

0 

-77 

175 
175 

0 

51 

149 

-193 

Services, 

Sum 

-405 

-450 

-432 
749 

-1,181 
-18 
-46 

0 
-46 

-129 
25 

-154 
157 

45 

220 

120 
70. 
'i'O. 

0 
C~2 

2.9 
-·.r 
2tl 
2E• 

c1 

-285 

100 
107 
-7 

-185 

2.1 
2.1 
2.1 

76 

2.1 
§! 169 

Net." 

.. 

-

MN Cs 

-246 

-246 

-179 
65 

-244 
-67 
-43 

0 
-43 
-59 

0 
-59 
3~ 

0 

102 

70 
70 
70 

0 
0 
0 
0 
() 

0 
0 

32 
39 
-7 

-144 

21 

2.1 

Rest 
of World 

95 

145 

12 
495 

-483 
133 

2/ 
2! 
"?J 

-164 
-6 

-158 
297 
-50 

13 

43 
12 
12 

0 
-14 
-11 
-3 
45 

460 
-415 

138 

-30 
-37 

7 

108 

2.1 
2.1 
21 

-?5 

2.1 

§! 362 

Sources: IMF Balance of Payments Yearbook; Bureau of Econamic Analysis, U.S. 
Department of Commerce. 



Table A-17.--Balance of Payments of Mexico, 1970 (provisional) 

(In millions of U.S. dollars) 

United States II 
World 

Current Account, net-----------------= 

Goods and Services, net------------= 

Trade, net-----------------------= 'Ji 
Exports-----------~-----------= 
Imports------------------------= 

Services, net--------------------= 
Royalties and Fees, net-.:. ____ : 

Credit-----------------------= 
Debit------------------------= 

Dividends, etc., net-----------= 
Credit-----------------------= 
Debit------------------------= 

Other Services, net------------= 
Transfers, net---------------------= 

Capital Account, net-----------------: 

Long tenn capital, net-------------: 
Direct Investment, net-----------: 

Credit-------------------------: 
Debit----------------------~---: 

Portfolio capital, net-----------: 
Credit-------------------------: 
Debit--------------------------: 

Other long-term capital, net-----: 
Credit------------------·------- : 
Debit--------------------------: 

Basic Balance (Current a/c + Long
tenn Capitalt ------------------: 

Short-term private non-liquid 
capital, net------------------: 

Credit---------------------------: 
Debit----------------------------: 

Balance on Current and Capital 
Accounts (Net Liquidity : 

-1,050 

-1,072 

-1,079 
1,399 

-2,478 
7 

y 
y 
y 

-687 
68 

-755. : 
694 

22 

452 

454 
y 
y 
y 
2/ 
2/ 
2/ 
2/ y 
y 

-596 

-2 
0 

-2 

Sum 

-421 

-483 

-483 
1,223 

-1,706 
0 

-64 
0 

-64 
-176 

57 
-233 

240 
62 

356 

240 
320 
320 

0 
-15 

0 
-15 
-65 
-70 

5 

-181 

ll6 
120 
-4 

Balance) .§./--------------------- : -598 -65 

Liquid private capital flows, net--: 45 2/ 
Credit---------------------------= 90 2; 
Debit----------------------------: -45 "?J 

Government Transactions on Current : 
and Capital Accounts, net----- : 2J 247 8 

Official Reserve Transactions 
Balance §}---------------------- : -296 

MN Ce 

-371 

-371 

-278 
71 

-349 
-93 
-59 

0 
-59 
-88 

0 
-88 
5~ 
0 

!125 

325 
320 
320 

0 
0 
0 
0 
5 
0 
5 

-46 

100 
104 
-4 

54 

2/ 
2; 
y 

: 

Rest 
of World 

1/ 
l/ 
y 

2/ 
2; 
2; 
2; 
2/ 
2; 
2; 
y 
y 

-629 

-589 

-596 
176 

-772 
7 

-511 
11 

-522 
518 
-40 

96 

214 

-415 

-118 
-120 

2 

-533 

2/ 
2; 
y 

239 

Errors and Omissions, net------------: 336 .!!_/ 281 y .!!_/ 55 

J) Not available. Included in 110ther Services, Net. 11 £/Not available. 
3/ Exports f.o.b.; imports C.I.F. .!!_/Includes net transfers of funds. 
5/ Excludes SDR credit of $45 million. §) Excludes net errors and omissions. 
1.1 U.S. data with signs reversed. 

Sources: IMF Balance of Payments Yearbook, May 1971; ·Bureau.of Economic Analysis, 
U.S. Department of Commerce. 
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Commentary on tables A-16 and A-17 (Mexico) 

The Mexican current account in 1966 had a deficit of $310 million 

which increased to an even more impressive $1 billion in 1970. Much of 

this deficit resulted from outflows to the United States, which amounted 

to $405 million in 1966 and rose a little to $421 million in 1970--a 

lesser relative influence on the global deficit, but still a signifi

cant one. The multinational corporations also had negative effects on 

the current account. They showed deficits with the United States of 

$246 million and $371 million during the same periods. Most of the 

poor showing in the current account was caused by an increasingly 

adverse global trade balance, which rose very significantly from 

$420 million in 1966 to $1.1 billion in 1970. Here again, the United 

States contributed rather heavily with $432 million in 1966 and 

$483 million in 1970. The MNCs accounted for part of these shortfalls, 

their deficit increasing from $179 million to $278 million during 

the period. 

The surplus in the services accounts dropped sharply, from $115 million 

to $7 million during the 1966-70 period, with the United States 

accounting for a net outflow of only $18 million in 1966 and a zero 

balance 4 years later. The multinationals produced considerable out-

flows to the United States which increased from $67 million to $93 

million during the period. 

The capital account increased its surplus of $233 million in 1966 

to $452 million in 1970. The capital flow from the United States as 

a whole was very substantial and increased from $220 million to $356 
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million during that time. However, the MNCs were the source of even 

faster growing net investment, which rose from $101 million to $425 million 

during 1966-70. Most of the capital flow to Mexico came in the form 

of long-term investment, with a large part of it intended for direct 

investment. The long-term capital account increased its net surplus 

of $163 million in 1966 to an impressive $454 million in 1970, with 

the United States doubling its share from $120 million to $240 million 

and the MNC-related flows rising even faster--from $70 million to $325 

million. As mentioned above, the largest part of long-term capital 

inflow was in the form of direct investment which increased from $70 

million.to $320 million during the 1966-70 period. 

The global deficit on current and capital accounts showed great 

growth, from $77 million to $598 million. The United States contributed 

heavily toward the deficit in 1966, when the outflow to the United 

States reached $185 million, but by 1970, although the total deficit 

rose greatly, the share of the United States dropped to only $65 

million. The MNCs were the cause of a $144 million outflow in 1966, 

which changed to an inflow of $54 million in 1970. 

The Mexican basic balance (current and long-term capital accounts) 

likewise showed rising deficits--$147 million and $596 million in 

1966 and 1970. The United States contribution toward the deficit of 

this account was significant but decreasing. Although the MNCs con

tributed significantly toward the deficit with the United States in 

1966 ($176 million) their account improved to a net outflow of only 

$46 million in 1970. 
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Appendix B 

Characteristics of the Income and Investment Data 
Used in This Chapter 

The balance of payments accounts published by the Bureau of 

Economic Analysis in Survey of Current Business pertaining to (1) 

receipts of fees and royalties on U.S. direct investments abroad, 

(2) receipts of interest, dividends and branch earnings on U.S. direct 

investments abroad, and (3) U.S. direct investment abroad are derived 

from regular quarterly data obtained from a sample of some 1,100 

respond~nts having about 13,000 foreign affiliates. Flows of income 

on direct investments, (1) and (2) above, are then blown up to a 

universe estimate on the basis of a 1957 benchmark survey of U.S. 

direct investments abroad, while the outflow of U.S. direct investment 

capital is published as reported (after adding verified transactions 

of nonrespondents). 

The data obtained by the Commission directly from the Bureau of 

Economic Analysis were derived from a later 1966 survey of U.S. direct 

investments abroad by about 3,400 U.S. firms having some 23,000 foreign 

affiliates. The 1966 survey data on (1), (2), and (3) above differ 

considerably from the corresponding balance of payments accounts 

published in the latest (June 1972) issue of Survey of Current 

Business. For the purposes of this chapter the data from the 1966 

survey were used to revise the published balance of payments accounts, 

both for 1966 and 1970. Data for the latter year were obtained by 
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using the 1966 survey data as a new benchmark for estimating 1970 

flows. "Growth factors" for the above three items were first computed 

by the CoIIDllission from the published balance of payments accounts 

(1970 flows divided by 1966 flows); the 1966 survey data were then 

multiplied by these "growth factors" to obtain estimated flows in 1970. 

The net result of this procedure was a downward revision in 

receipts of income on U.S. direct investments abroad, and an upward 

revision in U.S. direct investment flows. The revisions worked in 

the same direction; that is, to reduce the balance of payments surplus 

generated by the MNCs. The net downward revision amounted to almost 

$1.0 biilion in 1966 and $1.2 billion in 1970. Part of the downward 

revisions apparently resulted from the exclusion from "receipts of 

fees and royalties on U.S. direct investments abroad" of income 

derived from rentals of motion picture films and TV tapes. Such 

rental income, which amounted to $0.3 billion in 1966, was not included 

in direct investment fees and royalties prior to the revised presenta

tion of balance of payments statistics appearing for the first time 

in the June 1971 issue of Survey of Current Business. 



CHAPTER III 

MULTINATIONAL FIRMS IN WORLD TRADE 

Introduction 

Two questions are presented for evaluation in this chapter, which 

returns to and expands upon the information uncovered about the MNCs' 

trade patterns in chapter II. The first of these questions concerns 

the impact of the MNCs on the volume and growth of world trade. Can 

it be said, in light of the rapidly growing presence of the U.S.-based 

MNCs in the world economy, that the NNCs in recent years have had a 

signifi9ant impact upon the size and growth of world trade flows? 

The second question, because it is one of some controversy in 

the United States, is about the impact of the MNCs on the volume and 

pattern of U.S. trade, especially trade in manufactured goods. It 

has two parts! (1) Has MNC activity abroad led to increased U.S. 

imports from the MNCs' foreign affiliates--imports which have displaced 

U.S. domestic production; and (2) Have U.S. exports been affected 

adversely by competition in foreign markets from goods produced and 

sold by the MNCs' affiliates in foreign locations? 

The plan of the chapter is as follows. After discussion of the 

data base used for the analysis--including a graphic outline of the 

principal MNC-related trade flows that have to be considered--the 

impact of the MNCs on world trade in the aggregate as well as trade 

in manufactured goods will be assessed. The several kinds of trade 

flows which the MNCs generate, including the key elements of intra

company trade,will then be analyzed. With this survey completed, the 
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final sections of the chapter will explore the question of how the 

MNCs have impacted upon U.S. trade, concluding with estimates of the 

net effects which the MNCs may have produced on U.S. trade in the 

1966-70 period. 

The Data Base for Trade Analysis 

The MNC trade data on which this chapter is based are derived, 

as is the bulk of the data used· in this study, from surveys made by 

the Bureau of Economic Analysis (BEA) of the U.S. Department of 

Commerce. The main surveys used covered 1966 and 1970, the former 

being a complete census of the "universe" of U.S. direct investors 

abroad and the latter a sample survey. The sample for 1970 covered 

298 parent enterprises with 5,200 majority-owned foreign affiliates 

(MOFAs). :!./ The sample represents a large proportion of the universe; 

in 1966, that portion of the universe which "matches" with the firms 

in the 1970 sample accounted for 71 percent of all MNC-related exports 

and 72 percent of all MNC-related imports from or to the United States. 

The sample data were used to.derive universe estimates for 1970 by a 

simple blowup procedure which increased the 1966 universe values by the 

ratios between the 1970 sample values and the matched sample values 

in the 1966 census. Individual figures thus obtained were then 

examined for reasonableness and, if necessary, corrected to e'limina te 

errors (such as, for example, excessively large blowups caused by 

1/ A MOFA is defined as a foreign corporation in which a single U.S. 
firm (and/or its affiliates) hold a 50 percent or greater voting 
interest. 
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extremely rapid growth.in a sample cell where the number of firms was 

not great). 1/ 

The report forms used in the BEA surveys were designed to collect 

and separate MNC trade data into specific categories suitable for 

identification of the major trade flows which affect the United States 

and for analysis of how they changed between 1966 and 1970. In broad 

terms, the data succeed in capturing all of the interesting elements 

of MNC-related exports and imports from or to the United States. 

They also support a reasonably complete breakdown of MOFA exports, 

but they are deficient with respect to MOFA imports from countries 

other than the U.S. In the MOFA import figures, an essential link 

is missing, namely the value of MOFA imports from non-U.S. sources, 

broken down into imports from third-country affiliates and imports 

from unaffiliated foreigners.- Without such figures, it is not possible 

to estimate a matrix of MOFA trade for countries or regions outside 

the United States--just as it was not possible in the preceding 

chapter of this study (chapter II) to develop complete MNC-related 

balances of payments for countries other than the United States. 

Aside from gaps in the actual data collected, two major classes 

of problems arose in preparing the data for analysis. The first of 

these can be termed "classification problems," and the second as 

"suppression problems". To some extent these difficulties apply to 

1/ Not all such errors could be corrected, of course, because if 
small, they could not be identified as "unreasonable". Hence, there 
may be some residual bias--in an upward direction--in the estimates 
used for 1970. 
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all the data used in this study as well as to the trade data at issue 

here, but they tended to be magnified in the trade figures because of 

the levels of disaggregation needed for an adequate analysis. 

The classification problem arises partly because reporting parent 

firms and affiliates were classified according to their major industrial 

activity, even though they may be conglomerates or firms engaged sub

stantially in a number of related lines of business. In any case, this 

type of classification procedure--which is the only option available-

creates problems of relegating reported exports to single parent or 

affiliate "industries" when in fact these reported totals should be 

split among a number of industries. The net result is that MNC-

generated exports as listed for an industrial classification may be 

excessive when compared with that industry's exports based on customs 

classifications. 

However, an even larger source of discrepancy between MNC-related 

trade and trade recorded by customs classifications, while it is 

inherent in the data, turns out to have an economic meaning of some 

importance. The customs-based data (the "all exports" frequently 

compared with "MNC-related exports") record flows of products generic 

to an industry--i.e. goods produced by that industry. The MNC-

related trade, however, is a record of flows of products generated by 

an industry. Such flows doubtlessly will include the products of that 

industry in major part, but they may also include capital goods; 

semi-finished goods or components; raw materials--or in short, anything 
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from the end-products of the industry to objets d'art for the 

European executive offices. Yet this is more an opportunity than a 

deficiency in the data. Should the MNC-generated exports of an 

industry turn out to be greater than "all exports" by all firms as 

measured on a customs basis, the result could be an indication that 

the industry concerned has more importance as a source of tr~de than 

the generically defined customs figures would suggest. 

Much of the trade data for both 1966 and 1970 had to be suppressed 

by the source Agency (BEA) because of a legal obligation not to reveal 

the operations of individual firms. In some cases, figures that did 

not fall into this confidential category also had to be suppressed, 

according to BEA, in order not to reveal the confidential items 

indirectly. In cooperation with BEA, the Tariff Commission was able 

to reduce this problem substantially by developing a system of "range 

estimates" for the suppressed entries that did not reveal'the actual 

numbers but gave a fairly close approximation to their size. In the 

future, it is possible that many of the figures suppressed for this 

study will become releasable. The Tarift Connnission has been the 

first recipient of the data collected by BEA, and it has been involveq 

heavily in BEA's pioneering work to put the reported infoEm~tion into 

usable form. That task, while adequate to the needs of th~s study, is 

unfinished. In its current work, BEA applies to the data a set of 

suppression rules which, being mechanical in their application, over

suppress much of the data. It has not yet been possible to develop 

more selective, flexible techniques which would satisfy the n.e~d for 
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confidentiality while permitting the revelation of more figures. 

Such techniques may come forth with time and experience in handling 

this unique and valuable body of information. 

The elements of MNC-related trade are exceedingly complex, 

because meaningful analysis of the data requires detailed disaggregation 

according to type of affiliation between supplier and recipient. In 

chart I, on the following page, the various MNC-related trade flows 

are arranged according to the scheme in which they will be studied in 

this chapter. The chart serves as a useful device for describing these 

flows and how they connect with each other in the basic data. It also 

provides a quick overview of the main quantitative relationships 

involved in MNC-related trade. 

Chart I begins on the left-hand side with a large aggregate 

measure suitable for comparisons with world exports, the industrial 

countries' exports, and similar benchmarks for global trade volume. 

It is the sum of all measured export flows in the world that can be 

defined as "MNC-related". The chart is designed to show what this 

definition entails. Moving to the right on the chart, the aggregate 

breaks into two components--MNC-related exports of U.S. origin (above), 

and exports of the MOFAs from other countries (below). 

The chart has now broken to reveal the two principal streams of 

MNC-related export activity. Each can be progressively disaggregated 

into its components. Consider the stream represented by the linked 

boxes along the top of the chart, namely the flow of MNC-related 

exports from the United States. This large flow has-two parts--goods 
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CHART I: -- THE CATEGORIES OF MNC-RELATED TRADE AS USED IN THIS STUDY 

(Figures shown in each box are estimated values of 1970 trade, in billions of dollars.) 

Total 
MNC-Related 
u.s. 
Exports 
(29.5) 

Exports of 
M:>FAs from 

L--.1 Outside the 
United States 

(43,3) 

Exports of U,S, 
Merchandise by I U,S, Parent I I To Others 
Firms (27:9) f Than M:>FAs 

(16.5) 

Exports of U,S, 
Merchandise by 
Non-Parent U,S, 
Firms, Charged 
On Their Books 

(1.6) 

Charged to M:>FAs I . } 

Charged to Others 
Than MJFAs 

Not Available 
In Separate 
Breakouts 

To M:>FAs 
(13.0) 

I I t ...... -Parents' Merchandise Charged 
,On Parents' Books (1, 7) 

To the United t----""'"4 
States (10.2) 

To Third 
Countries 
(33.1) 

Non-Parente' Merchandise Charged 
On Non-Parents' Books (1.6) 

To Parents 1----------
(8,1) 

U,S, Parents' Imports 
From Unaffiliated 
Foreigners (sample 
data only) (6.1) · 

To Others 
·(2.1) 

To Affiliates 
(16.1) 

To Others 
(17.) 

Total MRC-Related 
U,S, Imports (16,3) 

&:lurce: U,S, Department of Commerce, Bureau of Economic Analysis, International Investment Divis.ion 



shipped by MNC parent firms, which is the larger of the two, and 

goods shipped by non-MNCs (non-parents) to the MOFAs abroad. 

Further breakdowns shown as one moves on to the right in the 

top half of the chart analyze MNC-related U.S. ~xports by affiliation 

of customer to shipper. Obviously, two classes of customers receive 

MNC-related U.S. exports: The MOFAs and other than MOFAs, the latter 

including minority-owned affiliates on which separate data are not 

available. Finally, on the extreme right of the top section of the 

chart, there is a series of further breakdowns for each type of 

customer, the purpose of these delineations being to help separate 

the important elements of "intrafirm" and "arm's length" trade. 

Now consider the stream of exports represented on the bottom 

half of the chart. It begins,, on the left, with one of the two 

main parts of world MNC-related exports, the exP.orts of the MOFAs. 

These exports, clearly, must go to either of two destinations: The 

United States, or third countries. Moving further to the right, 

breakdowns of customer types for each of these destinations are 

completely symmetrical. The MOFAs' shipments to each destination 

go either to affiliated customers (parents in the U.S., other affili

ates in third countries), or to non-affiliated customers ("others" 

in the chart). 

MNC-related U.S. imports also are of interest, and these can be 

measured fairly well with the data available. Their total is framed 

in the double-line box on the lower right of chart I, and the elements 

which feed into this total are shown. First, picking up from the 
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MOFAs' export stream, there are the MOFAs shipments (1) to their 

parent firms, and (2) to unaffiliated U.S. customers. Secondly, there 

is a flow that is unrelated to any of the MNC-generated export flows; 

it consists of parent firms' imports of merchandise from unaffiliated 

foreign suppliers. On the chart, it is shown as coming into the 

"U.S. imports" box from the upper right. 

The various categories of trade shown in the chart can be 

combined in several different ways, to highlight results of particular 

interest. Total MNC-related U.S. trade, for example, consisted in 

1970 of exports totaling $29 •. 5 billion, imports of $16. 3 billion, 

and a net trade surplus of $13.2 billion. Part of these totals was 

trade defined more narrowly as transactions between parents and their 

MOFAs. On the export side, this involved a total of $11.4 billion--

$9.7 billion in exports of parents' merchandise and $1.7 billion in 

shipments of non-parent firms that were charged across the parents' 

books. On the import side, MOFAs sent goods worth $8.1 billion to 

their parents, yielding a net surplus of $3.3 billion in parent-

MOFA trade in 1970. 1/ 

1/ Note that there is a deficiency here that can be identified but 
not remedied because the data are not available. Some portion of 
parents' shipments to buyers other than MOFAs actually was charged 
to the MOFAs, which probably acted in a sales-agent capacity to 
effect this trade. This trade is captured in the MNC-related trade 

· totals, but not in the parent-affiliate totals. If available, it 
would increase the surplus observed in trade between parents and 
MOFAs. 



Another grouping of interest is one which summarizes the amounts 

of MNC-related exports entering world commerce that can be identified 

as intra-company rather than arm's-length trade. In 1970 it consisted 

of the following (in billions of dollars): 

Exports by U,S. parents------------------
including: 

Parents' merchandise----------------
Non-parents9 merchandise-------------

Exports of MOFAs-------------------------
including: 

Exports to parents------------------
Exports to affiliates not in U.S.----

11.4 

9.7 
1. 7 

24.2 

8.1 
16.1 

Total intra-company exports--------------- 35.6 

The scheme of industrial disaggregation used in this chapter 

identifies a total of 30 individual industries or industrial sub-

sectors. This scheme is outlined in table 1. Basic to the classifi-

cation are fourteen manufacturing industries listed at the 2-digit 

level of the Standard Industrial Classification (SIC). Five of these 

'' groups are further subdivided into a total of 21 additional subsectors, 

which basically are combinations of 3-digit SIC classes. Thus, the 

core of the sample consists of nine "industry" classes (which are not 

further subdivided) and 21 "subsector" classes. In some of the data 

series, unavoidable suppressions required recombinations within the 

sample core, so that the overall level of disaggregation had to be 

reduced. Rarely, however? does the overall sample size drop below 

24 or 25 "industry" and "subsector" groups. 

The remainder of this chapter essentially is a methodical 

passage through the relationships revealed in chart I-. The main 
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Table 1.--A Listing of Manufacturing Industries Whose Trade is Sepa
rately Identified In the Data Supporting This Chapter 

A. Fourteen Basic 2-digit SIC Industry Classifications 

1. Food Products * 
2. Paper and Allied Products 
3. Chemicals and Allied Products * 
4. Rubber Products 
5. Primary and Fabricated Metals * 
6. Machinery, except Electrical Machinery * 
7. Electrical Machinery and Equipment* 
8. Transportation Equipment 
9. Textiles and Apparel 

10. Lumber, Wood, and Furniture 
11. Prir.ting and Publishing 
12. Stone, Clay, and Glass Products 
13. Instruments 
14. Other Manufacturing (including Ordance, Tobacco, Leather) 

B. Five of the 2-digit Classes (indicated with an asterisk (*) above) 
are broken into 21 additional subsectors, as follows: 

Food Products 

1. Grain Mill Products 
2. Beverages 
3. Other Food Products 

Chemicals and Allied Products 

4. Drugs 
5. Soaps and Cosmetics 
6. Industrial Chemicals 
7. Plastics Materials 
8. Other Chemicals 

Primary and Fabricated Metals 

9. Primary Metals (except aluminum) 
10. Fabricated Metals {except aluminum, copper, and brass) 
11. Primary and Fabricated Aluminum 
12. Other Fabricated Metals 

Machinery, except Electrical 

13. Farm Machinery and Equipment 
14. Industrial Machinery and Equipment 
15. Office Machines 
16. Electronic Computing Equipment 
17. Other Non-electrical Machinery 
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Table 1.--A Listing of Manufacturing Industries Whose Trade is Sepa
rately Identified in the Data Supporting This Chapter--Cont. 

Electrical Machinery and Equipment 

18. Household Appliances 
19. Electrical Equipment and Apparatus 
20. Electronic Components, Radio, and T.V. 
21. Other Electrical Machinery and Apparatus 

C. Total Number of Industries Covered (excluding Basic Industries 
Which Are Sums of Separately Listed Subsectors): -- 30. 

Source: U.S. Department of Commerce, Bureau of Economic .Analysis, 
International Investment Division. 
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objective, of course, is to uncover sufficient information to permit 

an evaluation of how the MNCs have impacted on world trade patterns 

and on the volume as well as the pattern of U.S. trade in particular. 

The MNCs in World Trade: An Overview 

Although the U.S.-based MNCs are important in world trade, they 

do not dominate it. The bulk of their output (almost 80 percent for 

majority-owned affiliates in manufacturing) is sold locally in the 

countries where it is produced. The MNCs account for about a quarter 

of world exports of all types of merchandise, and for roughly a fifth 

of world exports of manufactured goods. World exports of all goods 

totaled about $309 billion in 1970, of which $73 billion, or 23 per

cent, was accounted for by the MNCs--either through the exports of 

firms in the United States or through the exports of MOFAs (see 

table 2 and appendix tables A-1 through A-3). Between 1966 and 1970, 

as world trade jumped by somewhat more than half its 1966 level 

(i.e. by $107 billion or 53 percent)~ the MNCs exceeded this pac.e. 

Their global exports increased by 69 percent, or $30 billion, over 

the same period, and their share of total world exports inched up 

by two percentage points, from 21 percent 'to 23 percent. Thus, 

relative to the broadest possible aggr~gate measure of world exports--

namely all of them--the MNCs showed some tendency to lead in world 

trade growth, but not an especially strong one. 
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Table 2.--Comparison of levels and changes in certain 
MNC and non-MNC trade aggregates, 1966-1970 

(Values in billions of dollars) 

:Value in 
1970 

Change, 1966-1970 

Exports of all merchandise 
World exports-------------------------: 
MNC-related exports-------------------: 
Non-MNC exports-----------------------: 

Exports of manufactured goods 
World exports-------------------------: 
OECD exports--------------------------: 
MNC-related exports-------------------: 
Non-MNC exports-----------------------: 

Breakdown.of MNC-related exports of 
manufactured goods 

Exports from U.S.-------------------: 
to MOFAs--------------------------: 
to others-------------------------: 

Exports by MOFAs--------------------: 
to parents in u.s.---~------------: 
to affiliates in third countries--: 
to unaffiliated buyers in third 

countries and U.S.--------------: 

309.2 
72.8 

231.9 

201.4 
176.2 

38.8 
162.6 

21. 7 
8.8 

12.9 
17.0 

4.8 
6.0 

6.2 

Amount Percent 

107.4 53 
29.8 69 
78.9 52 

79. 4 65 
68.5 63 
16.2 73 
63.2 63 

8.0 59 
3.5 62 
4.5 53 
8.2 93 
2.6 120 
2.7 81 

2.9 86 

Sources: Tables A-1 through A-4 in appendix to this chapter. 
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A similar conclusion emerges from a look at MNC-related exports 

of manufactured goods as compared with world exports of similar items. 

In general, world trade in manufactures grew faster in the 1966-70 

period than did trade in non-manufactures and total trade (see 

table 2). Global shipments of industrial products increased by 

$79 billion, or 65 percent, over the period. By contrast, MNC

related exports of manufactured goods rose faster--by 73 percent or 

$16.2 billion. Yet their share of global exports of manufactures 

increased only marginally. By 1970, MNC-related exports reached 

$39 billion, or 19 percent of the global total of $201 billion, up 

only a single percentage point from their 18 percent share of 1966. 

MNC-related exports of non-manufactured goods, which increased 

by 66 percent between 1966 and 1970, lagged behind MNC exports of 

manufactures. However, the growth of world exports of non-manufactured 

items, at 35 percent, was even less dynamic, with the result that the 

· MNCs emerge as a~counting for nearly half (48 percent) of the global 

expansion, as compared with a fifth (20 percent) of the global rise 

in manufactured products trade. The MNCs' shares of the non-manu

factured goods aggregates in 1966 and 1970 were 25 percent and 31 

percent, respectively. Yet, this increasing MNC weight in the non

manufactu~ed goods.sector of world exports relates more to the 

comparative weakness of world trade in such goods than to any really 

rapid expansion on the MNCs' part. The MNCs, in other words, were 

responsible for a growing piece of a pie that was shrinking (from 

39 percent to 34 percent) as a proportion of total world trade in 

all products. 
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Table 2 also provides a breakdown of MNC-related trade in manu

factured goods into its major components. It shows that the growth 

of MNC-related trade in the aggregate was dampened quite considerably 

by the relatively slow growth of U.S,-sourced MNC exports to unrelated 

purchasers. Parents 9 exports to MOFAs, however, expanded almost as 

fast as did global trade in manufactures. Nevertheless, the exports 

of MOFAs clearly represent the fastest-growing segment of }INC-related 

trade. Led by MOFA exports to parent firms, all the categories of 

MOFA exports grew considerably faster than any of the other trade 

flows recorded in the table, Yet MOFA exports of manufactures still 

represent a rather small share of world trade in manufactures--8 

percent--so that their relatively rapid growth did not produce much 

impact on total world trade in industrial goods. It represented ten 

percent of the total growth in the global figure, and produced only 

a marginal increase in the MOFAs' share in the global total, a single

point rise from 7 percent in 1966. 

In sum~ MNC-related exports emerge from this analysis as definitely 

a dynamic force in world trade~ especially with respect to the rising 

exports of manufactured goods by the MOFAs. However, the MNCs cannot 

be said to have "led" the growth of aggregate world trade in any 

significant way. In the second half of the 1960's the MNCs showed 

evidence of increasing their weight in total world trade, but at a 

rate sufficiently modest to indicate that MNC dominance of the world 

trade scene is an event to be expected rather far in the future. 



The MNCs 1 Impact on OECD Area Exports of Manufactures 

As this and subsequent sections of this chapter will show, a 

full.and accurate view of the MNCs 1 role in international trade 

depends heavily on understanding the impact of the MNCs as traders 

in particular industries. Because the incidence of MNC activity 

varies widely among industries, it is important to assess the 

influence of MNC trade in manufactured goods on an industry-by

industry basis. 

Sufficiently disaggregated all-firm trade data (on definitions 

suitable to this study) are not available for world trade in manufac

tured goods. Therefore, the field of comparison must be narrowed 

slightly, to cover the trade of the nineteen-country area embraced 

by the membership of the Organization for Economic Cooperation and 

Development (OECD). No gre'at sacrifice of coverage is im~·olved, 

OECD-origin exports of manufactures, as table 1 indicates, account 

for the bulk (almost 90 percent) of the global total--and the area 

also is the origin of practically all (97 percent) of world MNC

related exports. Detailed comparisons of all-OECD exports and MNC

related exports from the area in 1966 and 1970, plus related growth 

comparisons, are presented in tables A-3 through A-5 in the appendix 

to this chapter. Some of the key information from them is summarized 

in table 3, on the following page. 
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Table 3.--A.summary of the MNCs' impact on OECD exports of manufactured goods 

- ·-: ------------;--r-ercentage shar-esor 
:MNC-related : total OECD exports : Percentage changes• 1966-70 

Industry 

:Total OECJ 
: exports, 
:all firms, 

All manufacturing------------------: 
Food products----------------~--: 

Grain mill products--~--------: 
Beverages----------------------: 
Combinations and other---------: 

Paper and allied products~-------: 
Chemicals and allied products----: 

Drugs--------------------------: 
Soaps and cosmetics------------: 
Industrial chemicals-----------: 
Plastics materials-------------: 
Combinations and other---------: 

Rubber---------------------------: 
Primary and fabricated metals----: 

Primary (except aluminum)---~--: 
Fabricated metals and 

primary aluminum-------------: 
Machinery, except electrical-----: 

Farm machinery and equipment---: 
Office machines----------------: 
Electronic computing equip-
ment-------~----------------: 

Industrial machinery and 
other------------------------: 

Electrical machinery-------------: 
Household appliances-----------: 
Electrical equipment and 

apparatus--------------------: 
Electronic components, radio 

and T.V.---------------------: 
Other--------------------------: 

Transportation equipment---------: 
Textiles and apparel-------------: 
Lumber, wood, and furniture------: 
Printing and publishing------~---: 
sto~e, clay and glass------------: 
Instruments----------------------: 
Other manufacturing--------------: 

1970 
(Million 
dollars) 

176,209 
6,457 

818 
1,820 
3,819 
6,544 

18,855 
2,448 

791 
7,018 
3,878 
4,720 
3,092 

26,322 
16,015 

10,307 
33,049 
2,143 
2,727 

1,391 

26,788 
15,401 
1,313 

4,070 

5,833 
4,185 

28,941 
14,151 

3,491 
1,490 
3,160 
5,172 

10,084 

:exports from:All MNC-: : --: :All MNC-: : 
OECD area :related : MNC- :Exports :Total :related : MNC- :Exports 

1970 :exports :related:of MOFAs:OECD :exports :related:of MOFAs 
(Million : from : U.S. :in OECD : . : from ·: U.S. :in OECD 
dollars) : OECD :exports: area :export~ OECD :exports: area 

37,463 
1,689 

374 
123 

1,192 
1,368 
4,238 

733 
309 

l,671 
828 
697 
652 

2,976 
l,157 

1,819 
6,694 

732 
844 

1,057 : 

4,061 
3,ll3 

311 

1,224 

1,126 
452 

12,262 
493 
643 
283 
549 

1,591 
912 

area 

21 
26 
46 

7 
31 
31 
22 
30 
39 
24 
21 
15 
21 
11 •. 

7 

18 
20 
34 
31 

76 

15 
20 
24 

30 

19 
11 
42 

3 
18 
19 
17 
31 
9 

12 
16 
28 

3 
20 

9 
12 
15 
16 
17 

8 
7 

12 
8 
6 

12 
ll 
lS 
21 

29 

9 
13 
12 

24 

13 
5 

23 
2 

10 
10 

8 
16 

6 

9 . 
10 
18 

4 
ll 
12 
10 
15 
23 

7 
13 

8 
9 
3 
1 

5 
9 

16 
10 

47 

6 
7 

12 

64 
37 
22 
45 
37 
52 
61 
70 
60 
61 ' 
88 
41 
64 
67 
81 

49 
64 
17 

128 

113 

62 
80 
61 

6 : 62 

7 : 104 
6 : 75 

19 : 86 
2 : 46 
8 : 51 
9 : 44 
9 : . 55 

14 : 67 
3 : 45 

area 

72 
53 
30 
28 
66 
48 
48 
96 
63 
57 
64 

- 4 
42 

104 
117 

97 
52 

- 2 
109 

59 
44 

3 
45 
62 
47 
20 
54 
26 
32 
19 

- 25 
24 
96 
99 

94 
45 

2 
215 

95 
73 

123 
16 
72 
49 

110 
166 
108 
205 
113·· 

27 
77 

134 
331 

104 
62 

- 7 
21 

18 35 : 10 

72 
53 
29 

39 : 170 
43 : 80 
74 : 2 

49 : 31 

66 : 44 
57 :. 99 
90 : . 78 

177 : 97 
230 : 759 

93 : 53 
57 : 28 

112 : 103 
88 : 53 

228 

135 
36 

107 
361 
89 

162 
100 
124 
283 

Source: Tables A-3-A-5 in appendix to this chapter. 
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U.S. MNCs and their MOFAs accounted for a fifth of total OECD 

exports at the all-manufacturing level in both 1966 and 1970. In 

1966, their combined exports amounted to $21.8 billion, 63 percent 

of which were goods of U.S. origin. By 1970, MNC-related OECD exports 

were up to $37.5 billion, but the contribution of U.S. firms' domestic 

exports had dropped to 58 percent. The absolute increase in MOFA 

exports ($7.7 billion) was almost equal to the $8 billion increase 

in U.S.-origin MNC exports--but the growth rates were sharply 

different in the two cases. MOFA exports shot up by 95 percent during 

the period, and this was more than enough to offset the slower 

increase (59 percent) in MNC-related U.S. exports, and to produce an 

overall growth rate for MNC-related OECD exports !/ (72 percent) that 

exceeded the average for all firms in the OECD area (64 percent). 

Two industries together generated half of all MNC-related OECD 

exports in both 1966 and 1970, although these industries account for 

.only about a third of all OECD industrial exports. These were the 

transportation equipment industry (automotive products) and the non-

electrical machinery industry. The former, with MNC-related exports 

of $12.3 billion in 1970, is by far the larger of the two; MNC-related 

exports of non-electrical machinery in 1910 were only $6.7 billion. 

The strongest MNC impact at the subsector level is in the 

electronic computing equipment industry. Here, the data show (see 

appendix table A-3) the first recorded instance so far in this chapter 

1/ Throughout this chapter, only U.S.-based MNCs are discussed. No 
data are available for exports of foreign-owned MNCs. 
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of MNC-generated shipments which exceed total OECD exports of goods 

generic to an industry; in 1966, exports shipments of the end-products 

of this industry from OECD countries totaled $654 million, whereas 

the MNCs reported total exports of $893 million--137 percent of the 

all-OECD total. In this case, the discrepancy probably arises mainly 

from a misclassification of the MNC-related trade data. IBM, whose 

principal business is computers, also is a heavy exporter of type-

writers and other office machines; some of its exports ~hould be 

listed under that heading, but are not. However, the MNCs' heavy 

impact on trade in this sector is not open to doubt. The U.S.-based 

MNCs clearly dominate this industry, worldwide. In 1970, their 

reported exports had risen to $1,057 million, or 76 percent of the 

OECD total shown for the industry. 

In nine other industries, MNC-related trade represented relatively 

significant shares of the OECD totals in 1970-~30 percent or more • 

. These industries and their shares were as follows: 

Grain Mill Products------------------------- 46% 
Transportation Equipment-------------------- 42% 
Soaps and Cosmetics------------------------- 39% 
Farm Machinery and Equipment---------------- 34% 
Other Food Products (except beverages)------ 31% 
Instruments--------------------------------- 31% 
Drugs--------------------------------------- 30% 
Electrical Equipment and Apparatus---------- 30% 

In twelve other industries, the shares of the MNCs in total 

OECD-origin exports were moderate--15 percent to 24 percent, or 

roughly within the range of the all-manufacturing average of 21 per-

cent. These industries were: 
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Industrial Chemicals------------------------- 24% 
Household Appliances------------------------- 24% 
Paper and Allied Products-------------------- 21% 
Plastics Materials--------------------------- 21% 
Rubber Products------------------------------ 21% 
Electronics Components, Radio, T.V.---------- 19% 
Printing and Publishing---------------------- 19% 
Fabricated Metals (incl. primary aluminum)--- 18% 
Lumber, Wood, and Furniture------------------ 18% 
Stone, Clay, and Glass Products-------------- 17% 
Miscellaneous Chemicals---------------------- 15% 
Industrial and Miscellaneous Machinery------- 15% 

Finally, five industries brought up the rear with shares of 11 percent 

or less in total OECD exports: 

Miscellaneous Eletrical Machinery------------ 11% 
Miscellaneous Manufacturing (including 

Ordnance, Tobacco, and Leather Products)--- 9% 
Beverages------------------------------------ 7% 
Primary Metals (except Aluminum)-----------~- 7% 
Textiles and Apparel------------------------- 3% 

The degree to which MNC-generated trade gained ground or lost it 

·relative to the levels of OECD-wide exports in each industry also varied 

considerably over the 1966-70 period. There were gains in some thirteen 

industries, which in 1970 accounted for 69 percent ($25.8 billion) of 

total MNC-generated exports and 15 percent of overall OECD exports of 

·manufactures. There were losses in twelve industries--but these 

industries were much less significant in terms of total trade; 

accounting for only 26 percent of the MNC~generated total and 5 percent 

of the all-OECD total. In the two remaining industries, there was no 

change in share. The 27 industries covered by the data are listed 

below, along with the changes observed in the MNCs' shares of all-

OECD exports in each industry. 
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Industries with increased shares: 

Increase or 
Decrease, in 

Percentage 
Points 

Lumber, wood, and furniture--------------------------- 10 
Instruments------------------------------------------- 6 
Food products (except· grain mill products and 

beverages)------------------------------------------ 6 
Fabricated metals and primary aluminum---------------- 5 
Printing and publishing------------------------------- 5 
Drugs------------------------------------------------- 4 
Grain mill products----------------------------------- 3 
Miscellaneous manufacturing (including 

ordnance, tobacco, and leather)--------------------- 3 
Soaps and cosmetics----------------------------------- 1 
Primary metals (except aluminum)---------------------- 1 
Industrial and miscellaneous machinery---------------- 1 
Transportation equipment------------------------------ 1 
Textiles and apparel---------------------------------- 1 

Industries with no change in shares: 

Industrial chemicals---------------------------------- 0 
Stone, clay, and glass products----------------------- 0 

Industries with decreased shares: 

Beverages--------------------------------------------- - 1 
Paper and allied products----------------------------- - 1 
Miscellaneous electrical machinery-----~-------------- - 1 
Office machines--------------------------------------- - 3 
Rubber products--------------------------------------- - 3 
Electrical equipment and apparatus-------------------- - 3 
Plastics materials------------------------------------ - 4 
Electronic components, radio, and T.V.---------------- - 5 
Miscellaneous chemicals------------------------------- - 7 
Farm machinery and equipment-------------------------- - 7 
Household appliances--------------------------------~- -13 
Electronic computing equipment------------------------- · -61 

The foregoing figures suggest that, in roughly half of the 

industries covered, which account for most MNC-generated exports, the 

,MNCs .per£ormed well in comparison with all~OECD exports. Actually, 
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this -"change-in shares" test is a rather strict one in many industries, 

if not most of them, in the following sense: Inasmuch as the MNCs in 

only one industry (computers) ever have accounted for more than half 

of atl-OECD exports, it follows that, for all the others, the growth 

rates of MNC-related trade must be rather high in order for the MNCs 

to hold their respective shares of the OECD totals or to increase 

them, inasmuch as the OECD totals rose in every case. Hence, a 

comparison of growth rates can serve as a useful device for separating 

the high-performance MNCs from those with a le.sser impact on the OECD 

trade aggregates. 

Such a comparison is made in chart II, where percentage changes 

in MNC-generated exports for each industry are plotted against the 

all-OECD changes. In this formulation, plots which fall above and to 

the left of the 45-degree line on the chart are indicators of MNC 

growth that was fast.er than the all-OECD export growth. Similarly, 

plots below and to the right of the 45-degree line indicate slower 

MNC export growth than all-OECD export growth. 

On the chart, the 27 industries are almost evenly divided between 

those in which MNC-related export growth exceeded all-OECD export 

growth, and those in which MNC-generated shipments showed inferior 

growth. This is broadly the same result as that visible from the 

. change-in-shares lists, except that one of the industries with a zero 

share change (stone, clay, and glass products) has slipped over the 

line to appear as a superior performer, while the other (industrial 

chemicals) has slipped into the inferior category. The chart also· 
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puts a different perspective on the performance of other industries. 

Consider the textiles and apparel industry, for example. The MNCs in 

this industry showed a rather modest increase of one percentage point 

in their share of all-OECD exports, yet on the chart they stand out 

as superior growth performers. The reasons for this difference in the 

two standards of performance lie in the rather small size of MNC

related exports, on the one hand, and the rather large size of all

OECD exports on the other. This industry is both large and beset 

with problems in all the industrial countries; hence, its overall 

exports are big ($14.2 billion) but they grow slowly. However, a few 

of the larger U.S. firms in this industry are thoroughly viable and 

able to make successful foreign direct investments. They represent a 

small proportion of the industry as a whole, and their MNC-generated 

exports (half of which are U.S.-origin goods) have been able to grow 

considerably faster than those of the industry as a whole: However, 

such exports were just under $500 million in 1970, despite a nearly 

2-fol4 increase of $315 million ($120 million in new U.S. exports) 

over the period. All-OECD exports of textiles and apparel rose by 

only 8 percent--but this amounted to $4.5 billion in absolute terms, 

and it dwarfed the much faster increase i~ MNC-related trade. 

The foregoing observations point up in exaggerated form a basic 

fac~ about MNC-related trade in almost all industries. Because the 

MNCs account for relatively small proportions of total OECD trade in 

most industries--which is virtually equivalent to world trade in them-

even. those whose trade is growing the fastest cannot be characteriiLd 
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as export leaders. Among the 27 industries covered by the data 

presented in this section, there was only one case--grain mill 

products, with total MNC-generated exports in 1970 of .only $374 

million--in which MNC-related trade growth amounted to more than 

half (58 percent) of all-OECD export growth. In all the others, the 

MNCs' share was under 50 percent and therefore not dominant. There 

were seven other industries in which the MNCs' shares of total export 

growth ranged from 30 percent to 45 percent, but in the rest not 

even those levels were reached. 

The MNCs' total foreign sales of manufactured goods!/, plus 

MNC-related U.S. exports in 1970, reached $93.8 billion, which was 

slightly more than half the level of aggregate OECD exports of 

manufactures. Yet only about 40 percent of these sales entered 

world commerce from the OECD countries, the rest being sold in 'the 

MOFAs' local markets. Of the MOFAs' sales alone, only about a fifth 

entered into export trade. Thus, it has to be stressed that most of 

the MNCs' activity overseas consists of local production for local 

markets. As traders, the MNCs do not show their heavy weight, 

because their operations are basically market-oriented and "markets", 

for them, are local markets rather than export markets either in 

the United States or abroad. 

1/ Including local and export sales of MOFAs, but excluding sales 
of-minority-owned foreign affiliates (MINOFAs). 
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The Origin of MNC-Related Exports: U.S. Goods vs. MOFA Exports 

In the preceding section (page284), it was pointed out briefly 

that, with respect to all exports of manufactured goods originating 

from MNCs in the OECD area, the shares of the MOFAs increased between 

1966 and 1970, at the expense of the trade accounted for by MNC-related 

goods of U.S. origin. This section returns to that point and elaborates 

on it. Because comparisons with all-firm aggregates are not at issue 

here, the analysis also can leave the OECD area behind and return to 

an examination of the worldwide exports of the U.S.-based MNCs and 

their MOFAs. Only manufacturing industries are considered; as used 

hereafter, the term "MNC-related (or MNC-generated) exports" will be 

synonymous with "MNC-related exports of manufacturing industries". 

The data supporting this section may be found in detail in 

table A-6 in the appendix to this chapter. The more important 

portions of this table are abstracted and reworked in table 4, on 

the following page. Industries shown in table 4 are arranged in 

descending order of the shares of U.S.-origin goods in total MNC-

related exports, for each of the basic 2-digit (SIC) industries in 

1970. Subsector data also are shown, ranked within the main sector 

headings by the 1970' shares of U.S. goods. 1/ 

U.S. products accounted for 61 percent of all MNC-related exports 

in 1966. Although MNC-related exports from the United States were 59 

percent greater in 1970, their share of total MNC-related exports was 

1/ See pp.275-8 for a description of the industrial sector and sub
sector divisions used in this chapter. 
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Table 4.--Summary of the distribution of worldwide MlllC-related exports between goods of U.S. origin and MOFA exports, 1966-70 

: Percentages of total :Values of BNC-related tre:de in 1970: 
MNC-related exports : (millions of dollars) :Total MNC-related: MNC trade in 

Industry ;u.s. goods:MOFA exports: 
: : :trade as percent : subsectors as 

· : : : of all manufac- :percent of baaic 
=1910=1966 =1970 : 1966 : l'otil _.': U.S. goods :MOFA exports: turing total : sector total ... : : exports ... 

I : : 
All manufacturing------------------: 56 : 61 : 44 : l9 : 38,7S3 : 21,718 : 17 ,035 : 100 

Primary and fabricated metals----: 71 : 74 : 29 : 26 : 3,130 : 2,237 : 893 : 8 : lQO 
Primary and fabricated : : : : : : : : : 

al!Bdiht.un----------------~--: 84 : 80 : 16 1. 20 : .744 : 627· : 117 : 2 : 24 
Primary metals (except : : : : . : : : : : 

aluminum)-------""'.'"-----------: 80 : si : 20.: l9 : i.:i24 : 976 : 248 : 3 : 39 
Other metal products-----------: 80 : 50 .; 20 : 'SO : 107 : 80 : 27 :. negl.: 3 
Fabricated metals (except 

aluminum, copper, and . . • . . 
brass)-----------------------: 53 : 65 :. 47 : 35 : . 1,055 : 554 : 501 : 3 : - 34 

Miscellaneous manuf acturillg 
(including ordnance, leather., : ·: 
and tobacco)--------------.:...---: 67 : 81 : 33 : 19 : 931 : 625 : 306 : 3 

Electr.ical machinery----·----.---': 62 : 70 : 38 : . 30 : 3,343 : 2,060 : 1.283 : 8 : 100 
Electrical equipment and : : : : : : : : : 

apparatus--------------------: 77 : 81 : 23 : 9 : 1,267 : : 978 : ·289 : 3 : 38 
Electronic· components. radio, : : : . : : : : •. 

T.V.-------------------------: 56 : 72 : 44 : 28 : 1,309 : 734 : 575 : 3 : 39 
Household appliances-----------: 50 : 36 : 50 : 64 : 311 : 157 : 154 : 1 : 9 
Other electrical machinery 

and equipment----------------: 42 : 33 : 58 : 67 : 456 : 191 : 265 : l : 14 
Food products--------------------: 59 : 53 : 41 : 47 : 1,790 : 1,062 : 728 : 5 : 100 

.Miscellaneous food products----: 67 : 48 : 33 : 52 : 1,096 : 737 : 359 : 3 : 61 
Grain mill products--""'.""--------: 59 : 70 : 41 : 30 : 385 : 227 : 158 : 1 : 22 
Beverages----------------------·: 45 : 40 : 55 : 60 : 129 : 58 : 71 : negl.: 7 
Combination firms 1/-----------: 22 : 49 : 78 : 51 :, 180 : 40 :· 140 : 1 : 10 

Non-electrical machinery---------: 56 : 59 : 44 : 41 : 6,796 : 3,795 : 3,001 : 17 : 100 
.. Office machines----------------: 67 : 45 : 33 : 55 : 863 : 576 : 287 : 2 ,; 13 
Miscellaneous non-electrical : : : : : : : : •. 

machinery--------------------: 61 : 73 : 39 : 27 : 1,203 : 734 : 469 : 3 : 18 
Industrial machinery and : : : : : : : 

equipment--------------------: 58 : 73 : 42 : 27 : 2,903 : 1,694 : 1,209 : 7 : 43 
Farm machinery and equipment---: 53 : 51 : 47 : 49 : 742 : 392 : 350 : 2 : 11 
Electr~nic computing : : : : : : : : .. 

equipment--------------------: 37 : 33 : 23 : 27 : 1,085 : 399 : 686 : 3 : 15 
Rubber products------------------: 55 : 65 : 45 : 35 : 694 : 383 : 3ll : 2 
Transportation equipment---------: ,54 : 58 : 46 : 42 : 12,398 : 6,750 5,648 : 32 
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Table 4.--Sl.lllDnary of the distribution of worldwide MNC-related exports between goods of U.S. origin and MOFA exports, 1966-70--Cont. 

: Percentages of total 
: MNC-related exports 

:Vafues of MNC-related -tradeiill970: 

Industry :u.s. goods:MOFA exports: 

~1970~1966 ;1970 1966 

Instruments----------------------: 53 : 54 : 47 : 46 : 
Chemicals and allied products----: 52 : 66 : 48 : 34 : 

Industrial chemicals---~---~-: 68 : 83 : 42 : 17 : 
Miscellaneous chemicals--------: 57 : 68 : 43 : 32 : 
Drugs----~----------------~--: 44 : 57 : 56 : 43 : 
Soaps and cosmetics------------: 40 :: 53: 60 : 47 : 
Plastics materials---~--------: 37 : 52 : 63 : 48 : 
Combination firms l:}-----------: 31 : 37 : 69 : 63 : 

Lumber, wood, and furniture------: 49 : 20 : 51 : 80 : 
Textiles and apparel---~--------: 47 : 61 : 53 : 39 : 
Stone, clay, and glass 
products------~~~-~-------: 46 : 59 : 54 : 41 : 

P~:tnting and publishing----------:.45 : 60 : 55 : 40 : 
Paper and allied products.--------: 43 : 44 : 57 : 56 : 

1'llegl. 11 = Negligible; less than 0. 5%·. 

(millions of dollars) :Total MNC-related: MNC trade in 

Total 

1,615 : 
4,512 : 
1,749 : 

388 : 
822 : 
322.: 
859 : 
372 : 
724 : 
523 : 

576 : 
317 : 

1,404 : 

:trade as percent subsectors as 
:percent of basic 

sector total 
U S d :MOFA t : of all manufac-•• goo s • expor s, t i t t 1 • • ur ng o a 

exports 

848 : 767 : 4 
2,342 : 2,170 : 12 : 100 
1;198 : 551 : 5 : 39 

221 : 167 : 1 : 9 
361 : 461 : 2 : 18 
130 : 192 : 1 : 7 
318 : 541 : 2 : 19 
114 : 258 : 1 : 8 
352 : 372 : 2 
244 : 279 : 1 

267 : 309 : 1 
144 : 173 : 1 
609 : 745 : 4 

y "Combinations" are firms producing several product lines within a given basic sector. 

Sources: Table A- 6 in appendix to this chapter. 
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4 percent less. In value terms, products of U.S. origin contributed 

$13.7 billion of the 1966 MNC-related total of $22.5 billion. The 

U.S.-origin share was $21.7 billion of the $38.8 billion total for 

1970. 

Exports by MOFAs, $8.8 billion in 1966, had almost doubled by 

1970, reaching a level of $17 billion. In all but two basic industries, 

MNC-related exports of U.S. goods accounted for a smaller share and 

exports by MOFAs for a larger share of the total in 1970 than in 1966. 

The two industries which improved their performance--food products and 

wood products--are insignificant; in 1970, they accounted for only 6 

percent and 7 percent, respectively, of total MNC-generated exports. 

and U.S.-origin shipments. 

In the twelve basic ihdustrial sectors in which the shares of 

U.S. firms in total MNC-generated exports fell, the incidence of the 

various declines was not equally great for all sectors. Several of 

them account for relatively small amounts of MNC-related U.S. export 

trade, so that a shift in shares as between U.S. firms and MOFAs for 
·II 

them does not have as large an impact on total MNC-related exports of 

U.S.-origin goods as that felt in the industries where the MNCs' export 

trade from the U.S. is more important. In those industries where the 

impact was great--i.e. the industries in which MNC-related U.S. 

exports are large--more detailed information on developments in sub-

sectors of those industries is available (the exception is the trans-

portation equipment industry which, in the MNC context, covers automo-

tive products almost exclusively and therefore ne.eds no further break-
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down). The paragraphs which follow will discuss in detail the five 

most important industries in which the shares of U.S.-origin goods 

fell relative to worldwide MNC-related exports. These five industries 

account for over three quarters of all MNC-related exports of U.S. 

origin, with the remaining seven each having small shares, as the 

following tabulation indicates: 

MNC-related, U.S.-Origin 
Exports, 1970 

Industries in which the shares of 
u.s.-origin goods fell between 

1966 and 1970 

1. 
2. 
3. 
4. 
5. 
6. 
7, 

8. 
9, 

10. 
11. 
12. 

Transportation equipment------------··----
Non-electrical machinery-----------------
Chemicals and allied products------------
Primary and fabricated metals-------------· 
Electrical machinery----------------------
Instruments-------------------------------
Miscellaneous manufacturing (including 

ordnance, leather goods, and tobacco)--
Paper and allied products----------------
Rubber products--------------------------
Stone, clay, and glass products----------
Textiles and apparel---------------------
Printing and publishing-------------------

Transportation equipment 

Amount Percent 
(million of 
dollars) Total 

6,750 
3,795 
2,342 
2,237 
2,060 

848 

625 
609 
383 
267 
244 
144 

31 
:n 
11 
10 

9 
4 

3 
3 
2 
1 
1 
1 

This industry is by far the largest contributor to total MNC-

related exports of manufactured products, and to the U.S.-origi_n 

segment to that total. The relative share~ of U.S. products and MOFA 

exports in the total for the industry shifted adversely for U.S. 

shippers by four percentage points (from 46 percent to 42 percent) 

between 1966 and 1970. Had they retained their 1966 share, U.S. firms 

engaging in MNC-related exports would have sent abroad products worth 

about $500 million more than those actually shipped in 1970. Total 

MNC-related exports rose over the period by $5.9 billion, to a level 
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of $12.4 billion. The absolute increase in MNC-related exports of U.S. 

goods was $2.9 billion, almost exactly the same as that of MOFA exports. 

Increasing two-way trade in automotive products across the 

United States' northern border--as a result of the automotive 

tTade agreement (APTA) of 1965 with Canada--played a highly important 

role in these developments. While it has led to large increases in 

both exports to and imports from the U.S., the latter have been much 

smaller, the result being a considerable adverse shift in the United 

States' balance of trade with Canada. Because they dominate the auto 

industries of both countries, the U.S.-based MNCs have contributed 

importantly to this shift. 

MNC-related U.S. exports of automotive products to Canada rose 

by $1,689 million between 1966 and 1970. At the same time, Canadian 

MOFA exports to the Un~ted States increased by $1,814 million. These 

shifts, in fact, were sufficient to account for virtually the entire 

"loss" of U.S.-origin goods' share of worldwide MNC-generated trade 

in this industry. If the bilateral flows for the U.S. and Canada are 

excluded from the data on trade in transportation equipment for both 

years under review, the proportion of the worldwide total accounted 

for by U.S. goods turns out to have been 54 percent in both years.· 

The following tabulation illustrates this conclusion (amounts in 

millions of dollars): 
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U.S. -origin MNC exports to world----------· 
Less: U.S.-orig~n MNC exports to 

Cana.da---------------------------------
U. S. -origin MNC exports to world, 

excluding Canada-----------------------
( percent o~ total on bottom line)------

MOFA exports, world wide----------------
~: Canadian MOFA experts to U.S.----
MOFA exports, worldwide, excluding 

Canada---------------------------------
( percent of total on bottom line)--~---

Total MNC-related exports, world wide----

Non-electrical machinery 

3,782 

2,075 
(54%) 
2,718 

-954 

1,764 
(46%) 
3,839 

1970 

6,750 

-3,396 

3,354 
(54%) 
5,648 

-2,768 

2,880 
(46%) 
6,234 

Change 

2,968 

-1,689 

+1,279 
(54%) 

+2,930 
-1,814 

1,116 
(46%) 

+2,395 

Although the share of MNC-related exports originating from U.S. 

firms in this industry fell by only 3 percent, the share of U.S. firms 

in total MNC-related exports of the industrial machinery and equipment 

subsector dropped from 73 percent in 1966 to 58 percent in 1970--and 

this subsector accounts for 43 percent of worldwide MNC trade in its 

basic industry. MNC-related exports from the United States and by 

MOFAs both increased in the subsector, but the MOFAs' shipments shot 

up 164 percent compared to a rise of only 34 percent for MNC-related 

exports by U.S. firms. A similar but somewhat weaker shift occurred 

in the "miscellaneous" subsector, which accounts for 18 percent of the 

MNCs' worldwide exports of non-electrical machinery. By contrast, in 

the same basic industry group, U.S. products of the office machines, 

farm machinery, and electronic computer equipment subsectors increased 

their shares of total MNC-related exports. The U.S. firms' share in 

office machines climbed from 45 percent to 67 percent. Their share in 

the farm machinery industry rose by two points (from 51 percent to 53 

percent); and in the computer equipment industry the U.S. firms 
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boosted their share of MNC-related exports by four percentage points 

(from 33 percent to 37 percent). These three subsectors ·, however, 

contribute only 39 percent of the basic non-electrical machinery 

industry's worldwide MNC-related exports. 

Chemicals 

The MNC-related export share of U.S. firms of the chemical indus

try fell more than in any other basic industry, from 66 percent in 

1966 to 52 percent in 1970. In absolute terms, MOFA exports increased 

$1.2 billion compared to a $386 million rise in the MNC-related exports 

of U.S. firms. U.S. firms in the industrial chemicals subsectors saw 

their collective share fall from 83 percent (1966) to 67 percent (1970). 

U.S. firms in the drug subsector and in the soap and cosmetics industry 

also saw their respective shares decrease, as did U.S. firms in the 

plastics industry, whose share dropped 15 points. MOFA exports in the 

latter subsector increased $293 million whereas MNC-related exports by 

U.S. firms were up by only $51 million. In short, the export perfor

mance of the MNC-related portion of the U.S. chemicals industry was 

uniformly adverse, relative to the MOFAs' experience, throughout all 

subsectors listed. 

Metals 

The share of U.S. products in worldwide··.MNC-related exports of the 

primary and fabricated meta.ls indus+,ry fell by thre~ ·points betw~en 

1966 and 1970, from 74 percent to 71 percent. Amoni;; the subsectors 

listed for the industry, the performance of U.8.-origin exports by the 

MNCs was mixed, although adverse on the whole. The shares of U.S. 

products exported by the MNCs fell in two subsectors--primary metals 
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(excluding ·aluminum) and fabricated items (mainly of ferrous metals)--

which together account for 73 percent of worldwide MNC-related exports 

in the basic industry. Most of the drop occurred in fabricated metals 

exports from the United States. This was more than enough to offset 

fairly substantial gains in the shares of the two remaining subsectors 

listed--aluminum (primary and fabricated), and miscellaneous metal 

products. 

Conclusions 

The data introduced in this section have pointed up two basic 

facts. First, the MNC-related exports of both U.S. goods and MOFA 

output grew substantially over the 1966-70 period; the latter out
\.. 

strippedthe former almost uniformly across the spectrum of basic 

manufacturing industries considered here. Second, however, descent to 

the subsector level indicates that narrower definitions of "industry" 

produce clearer differentiations between industries which saw U.S.-

origin products losing shares_of worldwide MNC-generated trade and 

those which experienced gains in the shares of U.S.-origin MNC exports. 

In one case (automotive products) it was shown that all of the loss in 

share suffered by U.S. goods arose in trade with one country {Canada) 

as a result of a government-negotiated trade agreement. This, of 

course, had little connection with underlying patterns of MNC-related 

trade; the MNCs merely responded to it. The declining shares emerged 

in,.subsectors commanding relatively large fractions of total MNC-

related exports, so that the subsectors with rising shares did not 

have a quantitative impact large enough to reverse the basic pattern 

of decline at the basic industry and all-manufacturing levels. 
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This evidence could be taken as suggesting that the fortunes of 

U.S. trade have suffered at the hands of the multinational firms. Such 

a conclusion, however, would be premature. The evidence suggests only 

that MOFA exports have generally risen faster than MNC-generated, U.S.-

origin exports. It may be that, compared with exports from the United 

States of non-MNC firms, .outbound shipments of the MNCs have led--or 

at least kept up with--the pace. The influence of the MNCs on U.S. 

imports, especially imports from affiliates abroad, also should be 

studied. Furthermore, a more exacting analysis of the competitive 

effects of MOFA trade on U.S. exports in general, as well as an exam-

ination of intra-MNC trade, are required. All of these questions will 

be taken up in succeeding sections of this chapter, whence it will be 

possible to come to more definite conclusions about the impact of the 

MNCs on the volume and pattern of U.S. trade. 

The Distribution of MNC-Related U.S. Exports, by Affiliation 
of Customer to Shipper 

One of the main problems encountered in analysis of the roles of 

the MNCs in foreign trade revolves around the .fact that the U.S.-based 

MNCs happen to be not only the economy's direct investors abroad (by 

definition) but also (by historical precedent) its principal foreign 

traders. When their foreign direct investments were made, their 

traditional export/import functions did not stop. These firms have 

continued to trade heavily--at arm's length--with unaffiliated 

foreign suppliers and customers, at the same time that new forms and 

a.mounts of trade specifically associated with their international 
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direct investment operations have come to overlay the traditional 

export/import functions. 

So far in this chapter, all exports by or through the MNCs in 

the U.S. have been considered in a lump. It is appropriate at this 

point to divide them into two major categories: (1) exports to MOFAs, 

and (2) exports to unaffiliated customers. This is done in tables A-7 

through A-9 in the appendix to this chapter. 

The simple observation that is clear from these data is that 

MNC-related exports to unaffiliated foreigners continue to play the 

dominant role for the MNCs, although many. if not most of them probably 

depend at least in part on the presence of the MOFAs abroad as sales 

and/or service affiliates in addition to their manufacturing operations. 

In 1970, 59 percent of all reported MNC-related exports of U.S. goods 

went to unaffiliated foreigners, as against the 41 percent destined 

for MOFAs. This represented only a marginal change in shares in com

parison with those of 1966--61 percent and 39 percent, respectively. 

Of the total increase in MNC-related U.S. exports during the four 

years ($8 billion), new exports to MOFAs absorbed 44 percent and 

those to unaffiliated firms took 56 percent. Almost all (95 percent) 

of the MNC-generated exports of U.S. origin are shipped by parent MNCs. 

The performances of individual industries (viewed at the subsector 

level) tended to cluster fairly tightly around the all-manufacturing 

averages for the shares of MNC-generated U.S. exports sent to the two 

types of customers. In 1970, sixteen industries accounting for 64 

percent of total MNC-related U.S. exports sent proportions ranging from 

50 percent to 71 percent of the MNC-generated shipments to unaffili-
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ated customers. Only five industries, which accounted for 20 percent 

of the total, sent higher proportions of MNC-related exports (84 per

cent to 91 percent) to unaffiliated customers. These were the primary 

metals, aluminum, (heavy) electrical equipment, wood products, and 

industrial chemic.als industries. At the other end of the spectrum, 

the eight remaining industries (miscellaneous electrical machinery, 

miscellaneous chemicals, grain mill products, instruments, soaps and 

cosmetics, offic~machines, computers, and plastic materials) sent 

below-average proportions of their total MNC-related exports to unaffili

ated buyers--proportions which ranged from 7 percent to 44 percent. 

These eight industries accounted for only 16 percent of total MNC

generated U.S. exports in 1970. They may be characterized generally 

as those in which MOFAs are closely integrated with their parent firms, 

receiving above-average shares of U.S. exports by or through parent 

firms, either as inputs to MOFA production or as goods destined for 

final sale to others, with the MOFAs serving as sales-agent consignees. 

The relationships described above are heavily weighted by the 

performances of five basic industries--transportation equipment, non

electrical machin~ry, instruments, food products, and metals. These 

industries produced 75 percent of the total growth in MNC-related 

exports, 83 percent of all the growth in exports to MOFAs, and 60 per

cent of the growth in MNC-generated U.S. exports to unaffiliated cus.:..··. 

tomers. The transportation equipment MNCs--by far the largest contrib

utors--increased their exports to MOFAs by $1,489 million, and those to 

other customers by almost the same amount, $1,479 million. In the non

electrical machinery group, where the largest changes were concentrated 
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in the industrial machinery and office machines subsectors, MNC-related 

shipments to MOFAs rose by $686 million, and those to others by $496 

million. MNCs in the instruments industry--which is a heavy shipper of 

components to affiliates--boosted their exports to MOFAs by $350 million, 

but sent only $80 million more to non-MOFA customers. In food products, 

where exports to MOFAs rose $228 million and those to non MOFAs by $94 

million, the heaviest increases in both cases occurred in the 

"miscellaneous" processed-foods subsector, which embraces a wide variety 

of product lines. In grain mill products, exports to MOFAs rose by 

$59 million while those to non-MOFAs declined by $53 million. Finally, 

in the metals industry, new MNC-generated exports to unaffiliated 

foreigners, especially in the primary metals and aluminum subsectors, 

were very large ($973 million) while new MNC-related exports to MOFAs 

were much smaller, at $122·million. 

The Distribution of MOFA exports, by Affiliation of customers 

The preceding section surveyed the distribution of U.S.-origin 

MNC-related exports according to the degree to which their recipients 

were affiliated with the shippers. This section performs the same 

kind of analysis for the other main component of MNC-related trade-

the exports of the MOFAs. Figures supporting this analysis are 

displayed in tables A-10 through A-12 in the appendix to this chapter, 

with certain key data abstracted for presentation in table 5, on the 

following page, and table 6, on page 309. 

As MOFA exports rose from $8.8 billion in 1966 to $17 billion in 

1970, the proportion shipped to affiliated purchasers hardly changed, 



305 
Table 5.--Su111111ary of the distribution of MOFA exports, by affiliation of customer 

(Amounts in millions of dollars) 

Levels of MOFA exports in 1970 Total :Percent of total change accounted 
: change in : for bI exeorts to: 

:Exports to :Exports to : Exports to :MOFA exports, : :3rd-country:unaffiliated 
Total :parent U.S.:3rd-country:non-afflllated: 1966-1970 :Parents :aff1lia~es : custOlllers 

: MN Cs :affiliates : customers : ~amount~ 
-----

: : : : : 
Al 1 m.:rnuf .ic turlng- - ---------------- : 17,035 : 4,327 : 3,955 : 6,253 : 8,186 : 33 : 33 : 34 

Food products--------------------: 728 : 76 : 170 : 482 : 62 : - 125 : 50 : 175 
Grain mill products-----~------: 158 : y : 45 : y : 63 : n.a. : - : n.a. 
Beverages----------------------: 71 : 19 : l : 51 : 12 : - 84 : - 58 : 242 
Combination firms 1/------~---: 140 : 11 5 : 27 : 11 221 : 57 : n.a. : 28 : n.a. 
Other-------------=-------------: 359 : 52 : 97 : 210 : - 70 : 72 : 23 : 5 

Pap!!r and allied products--------: 795 : 439 : 62 : 294 : 262 : 43 : 15 : 42 
Chemicals and allied products----: 2,170 : 203 : 769 : 1, 198 : 1,153 : 9 : 37 : 54 

Drugs--------------------------: 461 : 45 : 157 : 259 : 283 : ll : 30 : 59 
Soaps and cosmetlcs------------: 192 : 4 : 58 : 130 : 102 : 1 : 15 : 84 
Industrial chemicals-----------: 551 : 14 : 154 : 383 : 370 : - 1 : 24 : 87 
Plastics materials-------------: 541 : 30 : 289 : 222 : 293 : 4 : 73 : 23 
Combination firc:s 1/-----------: 253 : 36 : 62 : 160 : 103 : - 10 : 18 : 92 
Oi:her-------------=---------·----: 167 ~ 74 : 49 : 44 : 2 : 340 : 100 : - 340 

Rubber products------------------: 311 : 62 : 140 : 109 : 147 : 36 : 50 : 14 
Primary and fabrtcated metals----: 893 : 37 : 160 : 696 : 501 : 2 : 7 : 91 

Primary (except aluminum)------: 2~8 : 6 : 46 : 196 : 134 : - 5 : - 18 : 123 
Fabricated (except aluminum, 

copper and brass)------------: 501 : 18 : 98 : 385 : 309 : 3 : 18 : 79 
Aluminuru and other-------------: 144 : 1J : 16 : 115 : 58 : 9 : 2 : 89 

Non-electrical machinery---------: 3,001 : 400 : 1,460 : 1.141 : 1,168 : 14 : 37 : 49 
Farm machinery and e~uipment---: 350 : 155 : 154 : 41 : - 17 : - 336 : 159 : 277 
Industrial machinery-----------: 1,209 : 124 : 327 : 758 : 751 : 13 : 29 : 58 
Office machines----------------: 287 : 43 : 194 : so : 66 : - 16 : 122 : - 6 
Electron-Le computlng equip-

ment and other---------------: 1,155 : 78 : 785 : 292 : 368 : 4 : 45 : 51 
Electrical machinery and equip- : : : : : : : : 

ment---------------------------: 1,283 : 425 : 511 : 347 : 653 : 42 : 52 : 6 
Housahold appliances---------:· 155 : 29 : 127 : negl. : - 5 : 380 : - 1,060 : :780 
Electrical equipment a!td : : : : : : : : 

apparatus------------------: 289 : 123 : 81 : . 85 : 213 : 53 : 27 : 20 
Electronic components, : : : : : : : : 

radio, T.V.----------------: 575 : 253 : 184 : 138 : 375 : 48 : 37 : 15 
Other------------------------: 265 : 20 : 119 : 126 : 70 : 2 : 138 : - 20 Transportation equipment---------: 5,648 : 2,733 : 2,028 : 887 : 2,930 : 61 : 29 : 10 Textiles and apparel----·---------: 279 : 104 : 71 : 104 : 203 : 41 : 32 : 27 Lumber, wood and furniture-------: 372 : 95 : 7 : 270 : 209 : 27 : 4 : 69 

Printing and publishing----------: 173 : 44 : 51 : 78 : 110 : 37 : 39 : 24 
Stone,· clay, and glass-----------: 309 : 23 : 34 : 252 : 162 : - 18 : 7 : 111 
In~truments-------------------·--: 767 : 158 : 328 : 281 : 414 : 17 : 48 : 35 
Other manufacturing--------------: 306 : 28 : 164 : 114 : 212 : 8 : 72 : 20 

1/ "Combinations 11 are firms produ~ing a number of relat~d product !Ines. : 
'jj Grain mill products included under "Combinations". 

Source: Tables A-10 through A-12 in Appendix to this chapter. 
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moving from 62 percent to 63 percent. Of the total growth, almost 

exactly one-third went to each of the three main customer categories--

U.S. parents, third-country affiliates of the MOFAs, and unaffiliated 

customers--but the 33 percent share of the MOFAs' parents was sufficient 

to allow them to account for a modest rise '(3 percentage points) in 

their share of total MOFA exports. The distribution of total MOFA 

exports by recipient group is shown in the following tabulation 

(amounts in millions of dollars): 

Percentages 
1966 1970 Amount, 1970 

Exports to U.S. parent firms-----------
Exports to 3rd-country affiliates------
Exports to unaffiliated customers-------

Total------------------------------

25 
31 
38 

100 

28 
35 
37 

100 

4,827 
5,955 
6,253 

17,053 

Five basic industries account for about three quarters of total 

MOFA exports: 

Industry 

Transportation equipment-----------------------
Non-electrical machinery------------------------
Chemicals-~~-~--~~~---~------------------------
Food products-----------------------------------
Electrical machinery----------------------------
All others--------------------------------------

1966, 1970 

31% 33% 
21% 17% 
12% 13% 

8% 4% 
7% 8% 

21% 25% 

Between 1966 and 1970, however, the fastest growth in MOFA exports 

occurred in the potpourri "other" category~ which includes metals; 

textiles and apparel; wood products; paper; rubber.; printing and 

publishing; stone, clay, and glass products; instruments; and several 

miscellaneous industries such as ordnance, tobacco products, and 

leather products. As a result, the share of the category as a whole 

rose substantially. Within the broad group, the textile and apparel 



industry registered the largest percentage increase (267 percent or 

$203 million) and the instruments industry showed the biggest absolute 

increase ($414 million or 118 percent). 

These same five industries accounted for well over Bo percent of 

total MOFA exports to affiliates (both in the United States and in 

third-countries) in both .1966 and 1970, but there were some fairly 

sharp changes in the shares for wh.tch they accounted individually. 

The transportation equipment industry, the major contributor to total 

MOFA exports and to MOFA exports to affiliates, increased its share of 

overall exports to affiliates (from 39 percent to 42 percent). Non

electric~l machinery held on to second place, but its share dropped by 

about a third (from 23 percent to 16 percent). Chemicals, in third 

place, remained there, about even with 8 percent of the aggregate affil

iate market served by MOFAs in 1966 and 9 percent in 1970. Electrical 

machinery holds fourth place in these rankings, and it also showed the 

sharpest gain in share o.f total MOFA exports to affiliates (from 6 

percent to 13 percent). The food products industry accounted for 5 

percent of all MOFA exports to affiliates in 1966, and its share 

dropped to only 2 percent in 1970--largely because of a decline in 

MOFA exports to U.S. parents. This drop was sufficient to shove the 

industry out of the top five, to be replaced by the instruments 

industry, whose MOFA shipments to affiliated customers in 1970 

amounted to 4 percent of all MOFA exports to affiliates. In terms 

of total MOFA-to-affiliate trade, therefore, the remaining nine 

basic industries are left with relatively insignificant positions. 

In the aggregate, their share slipped from 19 percent (food products 



excluded, instruments included) to 16 percent {instruments out, food 

products in). 

In MOFA exports to parent firms in the United States, the 

dominance of a few industries stands out even more sharply. As the 

figures in table 6 indicate, three basic -industries--transportatron 

equipment, electrical machinery, and non-electrical machinery-

accounted for 74 percent of total MOFA exports to U.S. parents in 

1970, and for an even larger share (84 percent) of the increase in 

such exports over the 1966-70 period. The heavy weight of the trans

pDrtation equipment industry (automotive products) in the aggregate 

change was, of course, closely associated with U.S.-Canadian trade 

as a result of the APTA (see pp.297-98).In the electrical machinery 

industry, two subsectors produced the greater part of the change--

the electronics branch, and suppliers of electrical equipment and 

apparatus; each increased its share of aggregate MOFA expor.ts to 

parents by about two percentage points. In the electronics subsector, 

fast-rising imports from manufacturing MOFAs in Taiwan, South Korea, 

Mexico, and similar locations clearly had a strong impact (MOFA ship

ments to parents in this subsector rose by almost 240 percent). At 

$178 million, the increase in this industr~ was greater than the 

entire rise in the next-ranked basic industry, non-electrical 

machinery, where the larger increases again were concentrated in two 

subsectors. Parents' imports in the industrial machinery subsector, 

changing by only $95 million, doubled their share of total parents' 

imports from MOFAs, but a much smaller increase occurred in the farm 

machinery industry, whose share fell by the same a.mount {1.3 percentage 



Table 6: MOFA exports to Parent firms in U.S., 1966 and 1970 

(Amounts in millions of dollars) 

otal, all manufacturing-~-----------------: 
Transportation equipment-----------------: 
Electrical machinery-----------~---------: 

Of which: 
Electronics, radio, and T.V.---------: 
Electrical equipment and apparatus---: 

Non-electrical machinery-----------------: 
Of which: 

Industrial machinery-----------·------: 
Farm machinery-----------------------: 

Paper and allied products----------------: 
Chemicals and allied products------------: 
Textiles and apparel---------------------: 
Instruments------------------------------: 
Lumber, wood, and furniture--------------: 
Rubber products--------------------------: 
Printing and publishing------------------: 
Miscellaneous manufacturing (including 

ordnance, leather, tobacco)------------: 
Primary and fabricated metals------------: 
Stone, clay, and glass-------------------: 
Food products----------------------------: 

Percent of total 
value 

1966 1970 

100.0 100.0 
43.6 56.6 
6.9 8.8 

3.4 5.3 
0.6 2.6 

11. l 8.3 

1. 3 2.6 
4.5 3.2 

14.9 9.1 
4.8 4.2 
0.9 2.1 
4.1 3.3 
1.8 2.0 
0.4 1. 3 
0.2 0.9 

0.5 0.6 
1. 4 0.8 
2.4 0.5 
7.0 1. 6 

Change 

Amount 

2,630 
1, 774 

273 

178 
111 
157 

95 
57 

112 
98 
83 
68 
55 
53 
40 

16 
7 

-29 
-77 

Source: Tables A-10 through A-12 in appendix to this chapter. 

1966-1970 

Percent 
of total 

100.0 
67.4 
10.4 

6.8 
4.2 
6.0 

3.6 
2.2 
4.3 
3.7 
3.1 
2.6 
2.1 
2.0 
1.5 

0.6 
0.3 

-1.1 
-2.9 



points) as industrial machinery's share increased. Smaller changes in 

tne remaining (unlisted) subsectors (chiefly office machines and 

electronic computing equipment) also helped to bring the non-electrical 

machinery industry's share of total MOFA exports to parents down rather 

substantially over the period. 

Among the basic industries whose overall impact on MOFA exports 

to parents is smaller, several interesting changes occurred. Fairly 

substantial increases relative to 1966 levels show up in textiles and 

apparel, rubber products, and printing and publishing. Smaller ones 

appear for paper and allied products; chemicals; instruments; and 

metals. Each of the latter group of industries decreased the share of 

its total MOFA exports going to U.S. parents. Finally, in two industries, 

shipments inbound to U.S. parents from the MOFAs fell over the period. 

These were food products and the stone, clay and glass industry, which 

together had accounted for 9,4 percent of the total for all industries. 

in 1966, but reduced their combined share to only 2.1 percent by 1970. 

From table 5 (page305) it is possible to note, for each industry 

listed there, the type of customer--U.S. parent, 3rd-country affiliate, 

or unrelated purchaser--which participated most heavily in the growth 

of MOFA exports in the 1966-70 period. Combined with the data on the 

levels of MOFA exports to each category of·buyer, these observations 

permit an evaluation of the importance of each type of customer in 

MOFA export patterns. Table 7 on the following page summarizes and 
/ 

groups these combinations for analysis. 

In the first group of three basic industrial categories, MOFA 

exports to U.S. parents predominate over exports to each of the other 
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Table 7.--A grouping of fourteen basic industries 

accordip.g to MOFA export performance 

(Amounts in millions of dollars) 
~~-~~-----~ 

Total 

All MOFA exports----------~---- .... -: 17,035 

Industries in which exports 
to parents in U.S. had largest 
share of 1966-70 growth: 

Transportation equipment-------: 
Paper and allied products------: 
Textiles and apparel-----------: 

Totals----------------------: 
(Percentages of all MOFA 
· expqrts )-------------------: 

Industries in which exports to 
affiliates in third countries 
had largest share of 1966-70 
growth: 

Electrical machinery-----------: 
Instruments--------------------: 
Rubber products----------------: 

5,648 
795 
279 . ., ---6,722 

(39): 

1,283 
767 
311 
306 Miscellaneous manufacturing----: __ _;;..;;....;:,_ 

Totals----------------------: 
(Percentages of all MOFA 
exports)-------------------: 

Industries in which exports to 
unaffiliated customers had larg-
est share of 1966-70 growth: 

Non-electrical machinery-------: 
Chemicals----------------------: 
Primary and fabricated metals--: 
Food products------------------: 
Lumber, wood, furniture--------: 
Stone, clay·' and glass---------: 

Totals----------------------: 
(Percentages of all MOFA : 
exports)----------------.... --: 

Source: Table 5. 

2,667 

(16): 

3,001 
2,170 

893 
728 
372 
309 

--~~ 
7,646 

(45): 

MOFA exports, 1970 

To : To third To un-
parents country 
in u.S\ :affiliates 

: affiliated··, 
customers 

4,827 5,955 6,253 

2,733 2,028 887 
439 62 294 
104 71 104 

3,276 2,161 1,285 

(68): (36): (20) 

425 511 347 
158 328 281 

62 140 109 
28 164 114 

673 1,143 851 

(14): (19): (14) 

400 1,460 1,141 
203 769 1,198 

37 160:: 696 
76 170 482 
95 7 270 
23 34 252 

878 2,651 4,117 

(18): (45): (66) 
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two main customer groups, both in terms of growth and in terms of the 

levels of trade in 1970. Together, these three industries accounted 

for about 40 percent of MOFA exports, worldwide, almost 70 percent of 

MOFA exports to U.S. parents, just over 35 percent of MOFA exports to 

third-country affiliates, and a fif'th of MOFA exports to unaffiliated 

customers in 1970. In all customer categortes, the transportation 

equipment industry predominates--as it does in all the MNC-related 

trade series--but it predominates more in exports to U.S. pa.rents than 

in the other two categories. With respect to levels of trade in 1970, 

the position of the textiles and apparel industry is ambivalent, 

inasmuch as its MOFAs sent exactly as many exports to unaffiliated 

customers as to ~.S. parents--but the more rapid growth of ~xports to 

the U.S. indicates that the level of such exports clearly was rising 

relative to exports to other categories of customers. 

In the second major group of basic industries shown in/table 7, 

MOFA exports to third-country affiliates grew the fastest, and they 

also exceeded the levels of exports to the other customer types in 

1970. Thus the predominance of inter~affiliate trade outside the 
. . . 

United States is the chief characteristic of these ind~stries' MOFA 

export patterns. At the subsector level, however, anomalies appear 

withiw;;the electrical machinery industry which forms part of this 

group. In both the electrical equipment and electronics branches, 

MOFA exports to parents rose faster than to other customers, and the 

levels of 1970 trade showed the largest single shares going to U.S. 

parents (see table 5). These influences were offset by the performance 
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of the other two subsectors of the basic electrical machinery industry 

(household appliances and "other"). 

The final group shown in table~ 7--which includes the largest 

number of basic industries--accounts for two thirds of MOFA exports 

to unaffiliated customers and 45 percent of MOFA exports, worldwide. 

In this group, MOFA expor.ts to unaffiliated customers grew faster 

than .those to either of the other two customer groups, and the levels 

of MOFA trade were similarly aligned, with one exception--that of the 

non-electrical machingry industry which in 1970 sent more MOFA exports 

to third-country affiliates than to unaffiliated buyers. At the sub

sector level, the presence of this industry in the "unaffiliated 

customer" group is established by the grownh performance of the farm 

machinery, industrial machinery, and electronic computing equipment 

(including "other") branches. In only one of these, however--indus

trial machinery, which accounted for $758 million of the industry's 

$1.1 billion in exports to such customers--did this growth produce for 

the level of MOFA exports a top position in the "unaffiliated" column 

in 1970. In the other subsectors, the largest single shares of MOFA 

exports went to 3rd-country affiliates (except in farm machinery, 

where roughly equal amounts went to such affiliates and to U.S. 

parents). In the chemicals industry, two subsectors--plastics 

materials and the "other" category--slip over into the "3rd-country 

affiliate" column--but these influences are decisively overshadowed 

by the performance of the rest of the basic industry group. 

From the summary presentation in table 7, it becomes clear 

that in most industries which account for most MOFA exports (61 
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percent), the·predominant MOFA export patterns involve shipments to 

customers other than U.S. parents, with unaffiliated customers having 

the edge. Furthermore, if the transportation equipment industry is 

excluded--especially that portion of it which generates exports 

under the APTA with Canada--this conclusion is heavily reinforced. It 

holds, in addition, for both the levels of MOFA exports, industry by 

industry, as recently as 1970, and for changes in exports in a recent 

period of rapid growth, when MOFA exports roughly doubled. 

Intracompany Trade and Its Impact on MNC-related Exports 

Intracompany trade, or the sum of the transactions which the 

MNCs conduct among themselves, has three parts: (1) exports of MOFAs 

to their parents; (2) exports of pa.rent firms to MOFAs; and (3) the 

exports of the MOFAs to their affiliates in third countries. In one 

sense, intracompany trade is "captive" to the MNCs. It depends only 

indirectly on market demand, and can respond rather quickly to command 

decisions about sourcing and supply to customers that MNC managements 

may choose to make. Therefore, it is usef'ul to study intracompany 

trade in order to obtain an understanding of how much of the MNCs' 

total exports consists of something less than "arm's length" dealing. 

Detailed data on intracompany trade for 1966 and 1970 are presented 

in tables A-16 through A-18 in the appendix to this chapter. The more 

important elements of the data are presented graphically in charts III 

and IV on the following two pages. 
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Intracompany export flows in manufacturing reached $18.5 billion 

in 1970, up f'rom $9.8 billion in 1966. At these levels, they 

accounted for very nearly half (49 percent) of all MNC-related trade 

in 1970, as against somewhat less (44 percent) in 1966. MOFA imports 

from parent firms in the U.S. have the largest single share of the 

total (42 percent in 1970, 44 percent in 1966), followed by MOFA 

exports to third-country affiliates (32 percent and 34 percent, 

respectively) and then by MOFA exports to their parents (26 percent 

and 22 percent). Clearly, parents imports f'rom the MOFAs are gaining 

at the expense of both the other categories of intracompany trade. 

As chart III shows rather starkly, only three basic industries-

transportation equipment (automotive p~oducts), non-electrical machin

ery, and chemicals--account for the lion's share of intracompany 

trade, just as they account for the bulk of MNC-related trade in 

general. Chart IV picks up, on an expanded scale, where chart III 

ends, detailing the remaining eleven basic industries' intracompany 

trade. It shows, for 1970, electrical machinery with a solid position 

in the fourth rank, followed by instruments in fifth place. All the 

other industries generated intracompany trade valued at well under $1 

billion and accounted for less than four percent of total intracompany 

trade each. 

Chart IV also points up an interesting competition for the fi~h 

place ranking. In 1966, food products held a slight edge, with both 

instruments and the paper products industry close behind. By 1970, 

food products had slipped all the way to seventh place, instruments 
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had taken over the fi~h-place slot, and paper products ended in 

sixth place. 

Within the top-ranked basic industries that bear disaggregation, 

certain subsectors stand out as leaders in the basic industries' 

contributions to total intracompany trade. This is best demonstrated 

by analysis of these subsectars' contributions to the growth of 

intracompany trade between 1966 and 1970. In non-electrical machinery 

(rank two in chart III), intracompany exports leaped up by $1,331 

million. Among the subsectors, industrial machinery accounted for 

$504 million of the increase, computers and the "miscellan-=ous" 

category for $421 million, and office machines for $385 million. In 

electrical machinery (ranked fourth), the total increase was $812 

million. Among its subsectors, the electronics branch (components, 

radio, and T.V.} clearly led, with ah increase of $422 million. The 

next most important subsector was the electrical equipment branch, 

with $158 million. Finally, in chemicals (rank three}, th_e plastics 

materials subsector increased its intracompany exports by $302 million, 

which was 43 percent of the total increase of $704 million for the 

entire industry. The otlrer two important subsectors were less influ

ential; intracompany trade in industrial chemicals increased by $138 

million, and the drug subsector turned in a nearly ·identical rise, 

$145 million. 

Table 8 on the following page is designed to facilitate a compari

son of intracompany trade with total MNC-related trade. It ranks all 

of the fourteen basic industries--with key subsectors shown separately-

according. to their contributions to·total MNC-generated trade in 1970. 
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Table 8.--Intracompany trade and its relation to MNC-generated exports worldwide, 1966 and 1970 

(Amounts in millions of dollars) 
:Total MNC-related'.Total intra-company'.Intra-c0mpany exports 

experts • exports · as percent of total 

All manufacturing----~------------: 
Transportation equipment--------: 
Non-electrical m~hinery--------: 

including: 
Industrial machinery and 

equipment-----------------: 
Computers and miscellaneous--: 
Office machines------------: 
Farm machinery and equip-

ment------------------:. 
Chemicals and allied products----: 

of which: 
Industrial che!lli.cals------: 
Plastics materials-----------: 
Drugs-------------------: 

Electrical machinery and 
apparatue--------------------: 

• ofr.which: -· - · ------ -- · -- · 

Electronic components, 
radio, T.V.-------------: 

Electrical equipment and 
apparatus----------------: 

Primary and fabricated metals----: 
including: 

Primary metals (except 
aluminum)------------------: 

Fabricated metals (except 
aluminum, copper and 
brass)---------------------: 

All other------------------: 
Food products-----------~-------: 
Instruments---------------------: 
Paper and ailied products--------: 
Miscellaneous manufacturing------: 
Lumbe.r, wood, and furniture------: 
Rubber products------------------: 
Stone, clay, and glass products--: 
Textiles and apparel-------------: 
Printing and publishing----------: 

1966 

22,541 
6,500 
4,446 

1,725 
1,566 

404 

751 
2,973 

1,088 
515 
412 

2,074 ': 

710 

824 
1,534 

605 

548 
381 

1,406 
771 
946 
503 
204 
472 
355 
200 
157 

1970 

38,753 
12,398 

6,796 

2,903 
2,288 

86!! 

742 
4,512 

1,749 
859 
822 

3,343 

1,309 

1,267 
3,130 

1,224 

1,055 
851 

1,790 
1,615 
1,404 

931 
724 
694 
576 
523 
317 

1966 

9,842 
3,640 
2,203 

404 
1,036 

283 

480 
1,113 

211 
296 
195 

699 

225 

197 
329 

116 

108 
105 
441 
421 
422 

82 
44 

213 
145 

52 
38 

' : MNC-related exports 

1970 

l&,489 
7,509 
3,534 

908 
1,457 

668 

501 
1,817 

349 
598 
340 

1,511 

647 

355 
475 

103 

247 
125 
608 

1,008 
651 
338 
142 
350 
143 •. 
272 
131 

1966 

44 
56 
50 

23 
66 
70 

64 
37 

19 
57 
47 

34 

32 

24 
21 

19 

20 
28 
31 
55 
45 
16 
22 
45 
41 
26 
24 

1970 

Source: Tables A-16 through A-18 and A-6 in the Appendix to this· chapter. 

49 
61 
52 

31 
64 
77 

68 
40 

20 
70 
41 

45 

49 

28 
15 

8 

23 
15 
34 
62 
46 
36 
20 
50 
25 
52 
41 

Grpwth·of l!INC
related exports 
:~ 

~ Share of 
=intra-company 

Amo.unt • exports 

16,212 
5,898 
2,350 

1,178 
722 
459 

- 9 
1,539 

661 
344 
410 

1,269 

599 

443 
1,596 

619 

507 
470 
384 
844 
458 
428 
520 
222 
221 
323 
160 

(pdrcent.) 

53 
66 
57 

43 
59 
84 

- 234 
46 

21 
88 
36 

64 

71 

36 
10 

- 3 

28 
5 

44 
70 
50 
60 
19 
62 

- 1 
69 
59 
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It shows a predominant pattern of rising shares of intracompany trade 

in the total. At the all-manufacturing level, intrcompany trade growth 

accounted for more than half (53 percent) of the total expansion of 

MNC-related trade. In three of the top four basic industries (chemicals 

excepted) and in six of the remaining eleven, the share of intracompany 

trade in the total expansion also was greater--usually considerably 

greater--than 50 percent. In chemicals, the share was 46 percent for 

the industry as a whole, but this was pulled up by the 88 percent 

share of the plastics materials subsector. In the two other subsectors 

that are quantitatively more important in total MNC-related trade--

industrial chemicals and drugs--the shares were much lower, at 21 per-

cent and 36 percent, respectively. 

In three basic industries the proportion of intracompany trade to 

total trade actually fell between 1966 and 1970. One of these indus-

tries--primary and fabricated metals--is a fairly importan~ trader in 
I 

the MNC ranks; it1held fifth place in MNC-related trade in both years. 

However, intracompany exports of all types are not characteristic of 

this industry. With intracompany shipments accounting for only 15 

percent of the total in 1970, it stands out as the least dynamic 

intracompany trader to be found within manufacturing. The other two 

industries in which the share of intrafirm trade fell between the 

. two years--wood products and stone, clay and glass products-- are 

relat~vely insignificant; they appear far down in the rankings with 

a combined share of only about 3 percent of total MNC-related trade. 
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The Impact of the MNCs on U.S. Foreign Trade 

With a survey of the various facets of the MNCs' international 

trading operations now essentially completed, it is possible to move 

directly to an analysis of the MNCs' impact on the foreign trade of 

the United States. The hypothesis to be tested here is that of the 

MNCs' critics--that increasing levels of foreign direct investment 

by U.S. firms have tended to erode the position of the United States 

as a trading nation in one or both of the following ways: 

1. By increasing U.S. imports--and thereby displacing 

domestic production--through shipments of foreign affili

ate .output to U.S. markets; and/or 

2. By using the output of foreign affiliates to preempt 

markets formerly served by U.S. exports of domestically 

produced goods. 

The MNCs as participants in U.S. trade 

U.S.-based multinational corporations generally are in a strong 

position to affect the fortunes of U.S. trade. As the major produc

tive enterprises in the U.S. economy, they have always played--and 

continue to play--a large role as traders, a role that has little to 

do with their status as foreign investors. That is, in the institu

tional structure of the U.S. foreign trading community, these firms 

traditionally have commanded important proportions of ordinary exports 

and imports of the "arm's length" variety. Such trade as they may or 

may not generate because of their foreign direct investment operations 

is overlaid upon this traditional role. 
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At the all-manufacturing level, the MNCs in 1970 accounted for 

nearly $22 billion--or about 62 percent--of total U.S. exports of 

almost $35 billion in the manufacturing sector. On the import side, 

their· share was $10.5 billion (34 percent) of a total of some $31 

billion in inbound shipments. As the ratios in table 9 indicate, 

these all-manufacturing values hide a wide spread between the maximum 

and minimum impacts of the MNCs on total exports or imports of their 

industries. More than half of the 29 industries for which export data 

are available show the MNCs with a dominant influence--a share of 50 

percent or more--on each industry's total exports. In practically all 

of the others, the MNCs' impact on export volumes is significant, at 

30 percent or more. The patterns are different for imports. Here, in 

only five industries can the MNCs be said to be "dominant" with 50 

percent or•rmore of their industries' total imports, and in eleven of 

the 21 industries separately identified in the table, the ~Cs' shares 

of total imports drop to less than 30 percent. 

In both the export and import columns of the table, some indus

trial categories show the MNCs as having shares of more than 100 

percent of these industries' total exports or imports. The possible 

emergence of such ratios and their meaning was discussed early in this 

chapter, on pages269-70.In the two cases where the ratios are fairly 

close to 100 percent (farm machinery and equipment and transportation 

equipment, both in the export ratio column), it is not certain that 

simple inaccuracies in reporting the same numbers may not have caused 

the ratios to exceed 100 percent. Thus, for these industries, the 
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1 
2 
3 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

14 
15 
16 
17 

18 

19 
20 

21 

22 
23 

24 
25 

26 
27 
28 
29 

xx 

Notes: 
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Table 9 .-Rat:loe of llSC-rel.atad :lmports and exports to total 
iaporu and uports in IUIDUfacturing industries, 1970 

Industry 

Ratio of !lllC- : : 
related t!llPOl'ts: :Bank.: 

: to total : : : 
:exports (percent):: 

Primary and fabricated ,1umtnua--: 
Office machines-----------: 
Electrical machinery and 

apparatus--------------------: 
Rubber products----~--------: 
Farm machinery and equipment-----: 
Transportation equipment-----: 
Household appliances-------------: 
Soaps and coamet;ics----------: 
Drugs------:------------------: 
Industrial chemicals------------: 
Beverages----------------: 
Instruments------------------: 
Primary metals (except 

aluminum)---------------------: 
Stone, clay, and glass products--: 
Paper and allied products--------: 
Miscellaneous chemicals--------~: 
Lumber, wood products, and 

furniture---------------------: 
Electronic ~omponents, radio 

and T.v.-----------------: 
Printing and publishing--------: 
Miscellaneous non-electrical 

machinery----------------------: 
Fabricated metals (excluding 

aluminum, copper and brass)---: 
Miscellaneous food products------: 
Industrial machinery and equip-

ment--------------------------: 
Grain mill products------------: 
Miscellaneous electrical 

machinery-------------------: 
Plastics materials-------------: 
Textiles and apparel-------------: 
Miscellaneous manufacturing-----: 
Miscellaneous primary and 

fabricated metals------------: 

186.6 • • 1 
160.9 •• 2 

134.2 •• 3 
111.4 •• 
105.4 :: 4 
103.3 :: S.: 

91.3 • • 6 
84.5 • • 7 
70. 7 • • 8 
70.4 • • 9 
66.7 :': 
64.5 •• 10 

57.5 .• 11 
56.0 •• 
55.0 •• 
47.6 •• 12 

··~ 
47.5 •. 

•• 14 
45.1 •• 
43.0 : : 

41.7 :: 15 
•• 16 

40.9 : : 
40.7 •• 17 

:: 
40.6 •• 18 
39.3 •. 19 

•. 20 
37 .9 •. 21 
33.8 •• 
33.7 :.: 
29.5 •• 

22.4 •. 

Industry 

Stone, clay, and glass products--: 
Plastics materials and miscel

laneous chemicals--------------: 
Grain mill products and 

beverages-------------------: 
Drugs-----------------------: 
Transportation equipment---------: 
Paper and allied products------: 
Industrial chemicals-------------: 
Instruments-------------------: 
Lumber, wood products, and 

furniture---------------------: 
Electronic components, radio 

and T.V.---------------------: 
Electrical machinery and 

apparatus, household 
appliances-------------------: 

Rubber products-----------------: 
Industrial machinery and 

equipment----------------------: 
Office machines, electronic 

computing equipment, and 
miscellaneous non-electrical 
machinery---------------------: 

Miscellaneous manufacturing------: 
Fabricated metals (excluding 

aluminum, copper and brass)---: 
Primary and fabricated aluminum, : 

other metal products-----------: 
Printing and publishing--------: 
Primary metals (except aluminum)-: 
Miscellaneous food products------: 
Textiles and apparel-------------: 

All Manufacturing---------------: 62.1 •• XX All manufacturing----------------: 

Ratio of HNC
related imports 

to total 
imports (percent) l/ 

221.8 

111.0 

65.0 
62.0 
59.8 
43.4 
39.8 
37.0 

36.3 

28.8 

25.7 
22.1 

21. 7 

21.S 
20.4 

15.2 

12.3 
10.8 
9.6 
6.7 
6.6 

1/ MNC-related imports are calculated partially from sample data on MNC imports from non-affiliated foreigners. The 
sample data account for about 70 percent of ·the total imports in this category for all manufacturing. See.page of 
text. 

Sources: Table A-19 in appendilc to·this chapter. 
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MNCs should be conside~ed ~s accounting only for roughly the total 

volume of exports in their industries. In the remaining opes, however 

(aluminum, office machines, electrical equipment, and rubber products 

in the export column; and stone/clay/glass and plastics plus miscel-

laneous chemicals in the import column), the ratios are too large to 

embody only a probable range of error. Here, the MNCs in the export 

industries and the import industries in which the large ratios appear 

al.most certainly generated considerably more trade than that recorded 

in customs statistics for goods generic to their industries. These 

additional trade flows represent, on the export side, goods of other 

industries (or raw materials and other non-manufact'ilred items) pro-

cured domestically and shipped abroad, probably to affiliates; on the 

import side, they represent such goods purchased abroad and used mainly 

as capital goods or inputs to domestic production by parent firms. 

Doubtlessly, similar kinds of trade by the MNCs in goods not generic 

to their industries are buried in the ratios in table 9 which are 

less than 100 percent as well. 

Relationships in foreign investment, and domestic investment 
and trade variables 

A meaningful analysis of the foreign trade performance of U.S.

owned multinational firms requires, in part, a comparison of the MNCs' 

activity in each industry with the performance of the· industry as a 

whole. 1/ As general indicators of MNO activity, levels of foreign 

1:_/ For a similar analysis see U.S. Tariff Commission, Competitiveness 
of U.S. Industries, first report to the President on Investigation 
No. 332-65 under Section 332 of the Tariff Act of 1930, TC Publication 
473, Washington, April, 1972. 
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investment--the net fixed foreign assets of the MNCs--can be used, 

on the premise that sales, trade, and other operating variables are 

closely related to levels of foreign direct investment. Essentially, 

the technique used in this section is to compare--across 29 industries--

foreign investment activity with domestic investment and a number of 

trade performance indicators. These indicators are: 

(1) A measure of domestic capital stocks in each 
industry in the United States in 1970. This is the 
value of "gross (undepreciated) fixed assets" as 
reported in the Census of Manufactures for 1968, 
adjusted by addition of fixed investment in each 
industry in 1969 ~nd 1970; 

(2) Total U.S. exports of all firms in each industry, 1970; 

(3) Total U.S. exports as a percentage of domestic ship
ments in each industry in 1970. This series permits a 
ranking of industries according to the importance which 
exports have in their total sales; 

(4) Total MNC-related exports, 1970; 

(5) U.S. exports to MOFAs, 1970; 

(6) Total U.S. imports, all firms in each industry, 1970; 

(7) Total U.S. imports' as a percentage of the domestic 
market in each industry. "Domestic Market" is defined 
as shipments plus imports minus exports. The series is 
a standard measure .of "import penetration" for each 
industry; 

(8) MNC-related imports, 1970; 

(9) Imports from MOFAs, 1970; 

(10) Percentage,change in imports' share of domestic 
market, all firms, 1966-1970. This series measures the 
extent to which new impo~ts have increased their penetra
tion of U.S. markets; 
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(11) Change iri ratio of imports to exports, all firms, 
1966-70. More sensitive to changes and more easily 
manipulated statistically than the trade balance (ex
ports less imports), the ratio of imports to exports 
is usefill as a measure of the degree to which imports 
overshadow exports in each industry (or vice versa). 
-The change in the ratio is calculated here in ratio form-
i. e. the ratio's 1970 value divided by its 1966 value. 

Taken together, these data permit comparisons of the 29 industries' 

positions as foreign investors with (a) their domestic investment 

performance, (b) their contributions to levels of trade, (c) the levels 

of MNC-generated trade, and (d) their. association with changes which 

took place in the patterns of U.S. foreign trade between 1966 and 1970--

changes which were generally adverse from the U.S. national point of 

view, as imports rose faster than exports. The results of these com-

parisons are presented in table 10. The principal analytic technique 

employed was to arrange the data so that the 29 industries ranked from 

highest to lowest, and then to compare the rankings in the domestic 

investment and trade series, successively, with those for foreign 

investment position. The resulting statistic from such a comparison 

is a coefficient of "rank correlation," which can vary from a value of 

1.0 (signifying perfect corresponce of the rankings) to -1.0 (a perfect 

inverse correspondence). Two measures are shown: the "Spearman" 

coefficient, which is commonly used and easy to calculate; and the 

"Kendall" coefficient, which tends to produce more .accurate measures 

for data groupings like the one at hand which have less than 25 or 30 

observations. Ordinary linear correlations also were calculated, 

using the observed values rather than rankings. 
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Table 10.--Correlations of MNCs' stocks of fixed assets abroad in 1970 
with levels of domestic investment and several trade variables 

Correlations of MNCs' foreign 
capital stocks with: 

Correlations with MNCs' Forei~n Capital 
Rank 

Spearman 

Domestic Investment, 1970 !/ .581* 

Total U.S. Exports, 1970 .576* 

Total U.S. Exports as a per
centage of domestic shipments' 
. 1970 . . . . .330*** 

Total MNC-related exports, 1970 .447** 

Exports to MOFAs, 1970 .341*** 

Total U.S. Imports, 1970 'l:_/ .353*** 

Total U.S. imports as a per
centage of domestic market, 
1970 II 11 .083 

Total MNC-related imports, 
1970 'l:_/ .671* 

Imports from MOFAs, 1970 'l:_/ .489* 

Percentage change in imports' 
share of domestic market, 
1966-70 • .166 

Change in ratio of imports to 
exports, 1966-70 !!_/ - .lOB 

Notes: 

Kendall Linear 

.433* .426* 

.402** .813* 

.219*** .406** 

.320** .851* 

.244*** .837* 

.259*** .660* 

.049 .097 

.488* .799* 

.354* .814* 

.148 .010 

- .054 - .082 

1/ Domestic investment is defined as total value of domestic capital 
stecks of all firms in each industry. 

]:_/Exclusion of transportation.equipment industry from the sample causes 
significant drop in correlation coefficients for import-related series. 
the coefficients applicable to the smaller (28-industry) sample are as 
follows: 

Total U.S. imports 
Imports as percent of domestic market 
MNC-related imp~ 
Imports from MOFAs 

.281 
- .016 

.635* 

.432** 

.204 
- .006 

.450* 

.305** 

.174 

.064 

.366*** 
.• 508* 

11 "Domestic Market" defined as Domestic shipments plus imports minus. 
exports. 

4/ Computed in ratio form: ratio of imports to exports in 1970 divided 
by ratio of imports to exports in 1966. 

~Statistically significant at .01 level. 
**Statistically significant at .05 level. 

***Statistically significant at .10 level. 

Sources: Table A- 19 in appendix to this chapter. 
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Foreign Ys. domestic investment performance.--The data indicate 

that, on an industry-by-industry basis, the most active foreign inves-

tors also tend to be the heaviest domestic investors in the U.S. economy. 

Both the rank and linear correlations between foreign and domestic 

investment activity are statistically highly significant. 1/ While 

these results do not "prove" that high levels of foreign direct 

investment have not tended to depress capital outlays in the same 

industries in the U.S., they do show that industries in the top ranks 

of the foreign investors have retained a similar position in the 

domestic economy--and that industries which have not taken investment 

funds abroad have been similarly laggard in their investment perfor-

mance at home relative to other manufacturing industries. 

Association between foreign investment and levels of aggregate 

trade.--The strong and statistically highly significant correlations 

between aggregate 1970 exports.and levels of foreign inves~ment suggest 

that the U.S. industries most active in production abroad also are the 

heaviest contributors to U.S. exports, while the least important 

1/ The elimination from the sample of a few "maverick" industries 
whose domestic and foreign investment ranks match poorly rapidly improves 
the values of the correlation coefficients obtained. In a 20-industry 
sample (which excluded from the original 29 transportation equipment, the 
printing trades, primary metals, instrument·s, miscellaneous chemicals, 
electrical equipment, textiles and apparel, miscellaneous machinery, and 
industrial machinery) the coefficients were as follows: Spearman: 0.859, 
Kendall: 0.684, and linear: 0.768. All, of course, are statistically 
significant at the .01 level. The transportation equipment industry was 
excluded during the testing phase of this analysis in order to eliminate 
the influence on the trade variables--especially the import series--of 
trade generated more by the automotive trade agreement with Canada than 
as a result of new foreign direct investment (see footnote 2 in Table 10 
for the results). It need not have been eliminated for purposes of the 
investment comparisons, because this industry ranks high as both a 
domestic and a foreign investor. 



foreign investors show a weaker impact on exports. There is a similar 

relationship with respect to all-firm, 1970 imports, although the 

correlations are less strong. These results are basically indetermi-

nate, inasmuch as they seem to indicate that high levels of overseas 

investment are associated with both higher exports and higher imports--

which could in fact be t~e case. Foreign investment tends to be con-

centrated among large fi:r:ms, which have both the resources and the 

institutional structure to operate in all phases of international busi-

ness, including investment, exporting, and importing. 

Nevertheless, the data comparisons contain a hint that the major 

foreign investors' contribution may perhaps be somewhat stronger on the 

export side than on the import side of the ledger. To pursue this 

f'urther, comparisons were made which attempted to relate the measures 

of trade performance to some benchmark representing the size of the 

U.S. market for the products of each industry in 1970. For imports, 

the "share of domestic market" variable is a direct and commonly used 

measure of import penetration. For exports, shares of domestic output 

(shipments) were used. 

When aggregate exports and imports are measured in these terms in 

1970, and then compared, industry-by-industry, with foreign investment 

activity, the association of strong export performance with high levels 

of foreign investment activity holds up fairly well. Both the rank and 

linear correlations--while not particularly strong--are statistically 

significant. On the import side, however, no meaningful relationship 

appears to be present. There is no statistically significant correla-

tion between the degree to which imports have penetrated any particular 
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industry an~ the degree to which firms in that industry are active or 

inactive as foreign investors. These results, therefore, reinf.orce 

the suggestion made above that levels of foreign investment activity 

seem. to be more closely associated with export performance than with 

import performance--i.e., that those industries which invest most 

heavily abroad contribute relatively more to U.S. exports than to U.S. 

imports, and conversely for the industries in which foreign direct 

investment is not significant. 

These results do not hold for any of the MNC-related trade vari

ables. Both total MNC-related exports (including exports to MOFAs) 

and total MNC-related imports (including imports from MOFAs) show 

stronger correlations with foreign investment activity than do the 

aggregate trade series--and the MNC-related import figures are, if 

anything, more strongly associated with foreign investment levels 

than are MNC-related exports. Thus, with respect to the trade that 

they themselves generate, the MNCs appear as having a positive 

influence on imports that is at least as strong as their positive 

effect on exports. 

There is an explanation for why these fairly strong correlations 

between foreign investment activity and both export and import activity 

on the part of the MNCs spill over to affect aggregate exports but not 

aggregate imports. It lies in· the evidence of table 9, which shows 

that in most industries the MNCs account for much larger shares of 

aggregate export trade than of aggregate import trade. In the former 

case, the shares usually are large enough to allow the association 
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between MNC investment activity overseas and MNC-generated trade to 

influence the nationwide level of exports in each industry. In the 

latter case, the MNCs' shares of nationwide import trade are suffi

ciently small that their influence--which would tend to produce 

larger imports in industries which are the heavier foreign investors-

is not reflected in aggregate imports to any significant degree. 

Results when transportation equipment is excluded.--The automotive 

products industry, whose trade patterns have responded quickly and 

massively to the APTA with Canada (see pp.297-8), has a heavy influ

ence on U.S. trade levels, and that influence is heavier on imports 

than on ~xports. In order to reach a fuller understanding of the 

trade behavior of the other 28 industries, in which special factors 

like the APTA are not operative, it is appropriate to exclude the 

transportation equipment industry from the data and run the correla

tions once again. The effects of this exercise on the import vari

ables that are of chief interest here are displayed at the bottom of 

table 10, in footnote 2 to the table. They show that the elimination 

of this industry reduces the visible impact of the MNCs on U.S. 

imports considerably. A statistically significant association 

between foreign direct investment activity and aggregate imports 

disappears entirely, while the correspondence between investment 

abroad and U.S. market penetration by imports remains insignificant. 

Meanwhile, the correlations between foreign investment activity and 

both of the MNC-related import series, while they remain statistically 



significant, show coefficients of reduced value. 1/ 

Foreign investment and changes in trade performance.--It also is 

important to determine whether high levels of overseas investment in 

the past decade have been associated with adverse changes in the 

trade position. It is possible that, in industries characterized by 

heavy foreign direct investment, the U.S. trade position may still be 

relatively strong despite a pronounced weakening of the overall trend 

in recent years. 

The last two sets of statistics at the bottom of Table 10 repre-

sent an attempt to examine this question partially. They provide the 

results of measuring correlations between the foreign investment data 

and two measures of change in aggregate trade performance. Both 

"percent change in imports' market share" and "change in ratio of 

imports to exports" are measures of import penetration of the U.S. 

market, the former cast in terms of the size of the market itself and 

the latter cast in terms of the corresponding export performance of 

each industry. The correlations for the rUll-size 29 industry sample, 

which covers all manufacturing, are too small to be statistically sig-

nificant. This suggests that, in terms of the data series used, 

there is no association between the intensity of foreign investment 

l/As would be expected, removal of the transportation equipment 
' - . . .. . - - -- - .... -- .... . 

industry's positive influence on the export variable produces similar 
results, although they do not alter the basic conclusion that there 

. are stronger associations between foreign investment and the export 
variables than between foreign investment and the import variables. 
The values of the correlation coefficients were (asterisks show 
significance levels as in table 10): 

Total U.S. exports 
Exports as percent of domestic shipments 
MNC-related exports 
Exports to MOFAs 

Spearman 
.385** 
.275 
.385** 
.268 

Kendall 
.270** 
.188 
. 270** 
.188 

Linear 
. 576* 
.488** 
.576* 
.530* 
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activity in any particular industry and that industry's role in the 

recent declining fortunes of U.S. foreign trade--both being considered 

in relation to the performance of all other manufacturing industries. 

Changes in trade performance: direct and indirect effects 

The correlation exercise just completed can lead to some under

standing of overall trade patterns and how they appear to be associated 

with MNC activity abroad. It is an imprecise and overly aggregative 

tool, however, for answering the crucial question whether MNC activity 

has led to favorable or adverse changes in exports and imports of 

specific product groups. Therefore, the analysis turns to a more 

detailed', industry-by-industry perspective. 

There are two possible ways in which the MNCs could be affecting 

the levels of U.S. exports and imports. The first of these may be 

termed the "direct" effects; they consist of the observable changes in 

the MNCs' own trade performance within the U.S.--i.e., the U.S.-origin 

exports and the foreign-origin U.S. imports which they generate. These 

changes can be compared with the performance of all firms in their 

industries and, by subtraction, that of non-MNC firms. The second 

possible impact which the MNCs can have may be called the MNCs' 

"indirect"· effect on U.S. trade. This is the effect produced by the 

alleged robbery of markets from U.S. domestic exports by the MNCs' 

foreign affiliates. A full evaluation of the MNCs' role in U.S. 

foreign trade depends on an assessment of both the direct and indirect 

effects that they may produce. 

Above all, it is necessary to pay close att.entiop to individual 
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basic industries and t~eir subsectors, moving to the greatest possi

ble level of disaggregation. That the MNCs' trade patterns differ 

significantly among industries already has been put in evidence in 

the earlier sections of this chapter. Here, as the analysis moves 

toward its conclusions, the need for a focus on individual industries 

must be stressed. It is a fact--as the subsequent discussion will 

make clear--that an evaluation of '.'the MNC problem", especially with 

respect to trade questions, will miss the mark unless it descends to 

a rather cumbersome level of detail. 

The direct effects.--In examining the MNCs' direct effects on 

changes in U.S. trade patterns, three separate factors must be consid

ered: (1) new exports generated by the MNCs as compared with new 

exports of all firms in their industries; (2) new imports generated 

by the MNCs as compared with new imports of all firms; and (3) a 

combination of these, changes in the ratios of imports to exports 

for the MNCs and for all firms. As a first approach to measuring 

these effects, growth rates for the MNCs' exports and imports, 

respectively, are compared with similar all-firm figures in charts 

V and VI; and the appropriate ratio changes are compared in chart 

VII. These charts are constructed such that the reader can identify 

immediately those industries in which the MNCs outperformed the "all

firm" group. Plots which fall to the left of and above the 45-degree 

lines on the charts indicate "superior" MNC performance, while plots 

which fall below and to the right of the lines indicate "inferior" 

MNC performance. The period covered is 1966-70. 
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The terms "superior" and "inferior" were chosen here as a pair 

of common labels that could be applied to the three charts, which 

measure trade performance in different ways. The precise meanings 

of these terms are as follows. In chart V, which examines export 

growth rates, the MNCs are "superior" when their exports grew faster 

than all-firm exports; they are "inferior" when their exports grew 

more slowly than all-firm exports. In chart VI, which examines 

import growth rates, the MNCs are "superior" when their imports 

grew more slowly than all-firm imports; they are "inferior" when 

their import growth was faster. Finally, in chart VII, where changes 

in the ratios of imports to exports are compared, the MNCs are 

"superior" when their ratios rose by less than the all-firm ratios; 

they are "inferior" when their ratios rose by more than the all-firm 

ratios. The same definitions apply to table 11, introduced on page 340. 

Chart V shows that, in a 29-industry sample, the MNCs·.in only 

eleven industries showed export growth that exceeded the all-firm 

performance, whereas the MNCs turned in an "inferior" record in 

eighteen industries. With respect to import growth, however, the 

MNCs had a slight edge in the number of industries which showed 

better MNC than all-firm performance (chart VI). Here the MNCs were 

"superior" in sixteen industries and "inferior" in only thirteen. 

Finally, in the comparisons of changes in the ratios of imports to 

exports (chart VII), the MNCs show a balanced pattern--"superior" in 

fifteen of the ind.ustries and "inferior" in fourteen of them. 

Numbers are attached to the points made in these pictorial dis-



plays in table 11, which summarizes, for each of the "superior" and 

"inferior" industry groups in the charts, the values of new exports 

and new imports generated by the MNCs and all firms during the 1966-

70 period. Thus, for new exports, the following picture emerges: 

The total increase in manufactured goods exports was $13.7 billion, 

of which all MNCs accoun.ted for 58 percent ($8 billion). This 58 

percent was divided into the new exports of the 11.MNC-superior" group 

(16 percent) and those of the "MNC-inferior" group (42 percent). 

Interestingly, the export performance of the MNCs in the "superior" 

group accounted for $2.2 billion or 264 percent of the all-firm 

increase in exports in their industries, the reason being that there 

were severe declines in the exports of the non-MNC firms in some of 

these industries. Note also that, while the MNCs accounted for only 

45 percent of the new exports of the "inferior" group industries, the 

amount of new MNC imports generated in this group still accounted for 

42 percent of the aggregate export growth of all industries and 72 

percent of MNC export growth. 

The figures corresponding to chart VI (the middle section of 

table 11), relate to import growth. Aggregate imports in U.S. manu

facturing rose by $13.9 billion. New all-firm imports in the six

teen 11.MNC-superior" industries were $10.8 billion, or 78 percent of 

the total, whereas the MNCs in this group contributed only $3.3 

billion, or 24 percent, of the total. The MNCs' share in the "infe..-- -

~i(;)r" group, where MNC imports grew faster than all-firm imports in 

each industry, still was only $1.3 billion or 9 percent of the 

aggregate increase. Overall, the MNCs were responsible, therefore, 
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Table ll.--Su;:;;:miry data on llll!IC va. All-firm trade performance from charts V through VII 

(Amounts in millions of· dollars) 
Exports ImpoHs 

Balance 
Amount ~Percent Amount ;Percent 

From chart v: Comparisons of export growth rates: 
Change in exports, all firms-------------- -: 13,743 
Change in exports, eleven industries in which 

MNC export growth was faster than all-firm 
growth: 

All firms---------------------------------------: 850 
MNCs--------------------------------~-----------:]/2,242 

Change in exports, eighteen industries in which 
MNC export growth was slower than all-firm 
grcmth: 

All firms-----------------------------------..:--: 12,893 
MNCs--------------------------------------------: 5,792 

Change in MNC-related exports: 
Eleven MNC-superior industries------------------: 
Eighteen MNC-inferior industries----------------: 

Total MNC related exports------------------: 

From chart VI: Comparisons of import growth rates: 
Change in imports, all firms------------------------: 
Change in imports, sixteen industries in which 

MNC import growth was slower than all-firm 
grawth: 

All firms---------------------------------------: 
MNCs----------------------------------...:.--------: 

Change in imports, thirteen industries in which 
MNC import growth was faster than all-firm 
growth: 

All firms---------------------------------------·: 
MNCs--------------------------------------------: 

Change in MNC-related imports: · 
Sixteen MNC-superior industries-----------------: 
Thirteen MNC-inferior industries----------------: 

Total MNC related imports------------------: 

From chart VII: Comparisons of changes in ratio!! 
of imports to exports: 

All-firm performance------------------------------: 
Performance in 15 industries where MNCs did 

better than all firms: 
All firms-------------------------------------: 
MNCs--------------------------------··---------: 

Performance in 14 industries where KNCa did 
worse than all firms: 

All firms-----------------------------~---: 
MNCs--------------------------'------------: 

Change in MNC-related trade: 
Fifteen MNC-superior industries-------------: 
Fourteen MNC-inferior· industries-------------: 

Total KNC related trade------------------: 

Notes: 

2,242 
5,792 
8,034 

13,743 

7,663 
5,821 

6,080 
2~213 

5,821 
2.213 
8,034 

:of total: 
chan e 

100 

6 
16 

94 
42 

16 

58 

100 

55 
42 .. 

.. 
44 

: 16 

42 
16 
58 .. 

ll.3,902 

10,805 
3,317 

3,097 
1,312 

3,317 
1,312 
4,629 

13,902. 

9,589 
3,571 

4~313 
1,058 

3,571 
i 1058 
4,629 

:of total: 
change 

100 

78 
24 

22 
9 

24 
9 

33 

iOO 

68 :-
25 

31 
7 

25 
7 

32 

- 159 

1,926 
2,250 

1,767 
1,155 

2,250 
11155 
3,405 

l/ MNC figure is higher than all-firm figure because in several industries declines in non-MNC 
exports were offset by increases in MNC-related exports. 

Source: Tables A-19 trhough A-23 in appendix to this chapter. 
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for a third of aggregate new imports over the period. In the 

"superior" group, the MNCs generated 31 percent of the group's new 

imports; in the "inferior" group, their share was only 42 percent. 

Clearly, therefore, the MNCs in both groups generated fewer new 

imports than did ·non-MNC firms~ regardless of growth rates. 

The bottom section of table 11 outlines the new-trade performance 

fi~es for the two groups of industries displayed individually in 

chart VII. These figures combine export and import performance. 

In all industries, all firms showed a slight change for the worse 

($159 million) in the trade balance. In the "MNC-superior" group, 

however, .the all-firm performance was much poorer; it shows a net 

excess of new imports over new exports of $1.9 billion. The MNCs 

in this group, on the other hand, generated new net exports of $2.25 

billion, which more than offset the all-firm deficit. In the "MNC

inferior" group, all firms generated net new exports of $1.8 billion, 

of which $1.2 billion was attributable to the MNCs. 

All through these data, there runs the suggestion that the MNCs 

may have out-performed the non-MNCs--even in some industries in 

which their performance was labelled "inferior" on the basis of the 

growth rate comparisons in the charts. Still more disaggregation is 

required to find out exactly what happened. 

From the charts, it is possible to establish four performance 

categories which will permit a further evaluation of the MNCs' direct 

effect on new U.S. exports and imports. Two of these categories are 

unambiguous: (1) in industries where the MNCs' exports grew faster 

than all-firm exports and their imports grew more slowly than all-firm 



imports, the net MNC effect on the trade balance is almost certainly 

favorable; and (2) in industries where the MNCs' imports grew faster 

than all-firm imports and their exports grew more slowly than all-

firm exports, the net MNC effect is al.most certainly unfavorable. 

These are the industries in which the plots in charts V and VI fell 

on the same side of the 45-degree line in both charts. The two 

other categories are ambiguous, as they embrace those industries 

whose plots fell on opposite sides of the lines in the two charts. 

These categories are: (1) industries in which the MNCs showed 

slower import growth but also slower export growth than all firms; 

and (2) industries in which the MNCs showed faster export growth 

but also faster import growth than all firms. 

Industry-by-industry trade performance figures--new exports and 

new imports--for the MNCs, for all firms, and for the non-MNCs are 

presented for these four performance categories in table'l2. In the 

table, it is possible to compare directly, for each industry, the 

performance of the MNCs with that of the non-MNCs. The need for 

evaluating MNG versus non-MNC results in each industry separately from 

the others is apparent from the table. There is no real progression 

as one moves down the list, with MNC performance worsening and non-MNC 

performance improving. However, the aggregates (subtotals) for each 

of the main performance categories do suggest such a progression, at 

least for the non-MNCs. In fact, the key to the performance of the 

MNCs relative to the non-MNCs is to be found on the right-hand side of 

the table. Whereas the MNCs, on balance, increased their net exports, 
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Table 12:-Comparisons of changes in trade perfonnance, MNCs and all firms, 1966-1970 

Industries in which MNC-related trade as 
compared with all-firm trade showed: 

Faster export growth and slower !!!!P2E!. growth: 
Office machines----------------~-----: 
Miscellaneous electrical machinery and 

(Amounts in millions of dollars) 

Change in MNC-related trade 

Exports Imports Net 

552 37 515 

Change in all-firm trade 

Exports Imports Net 

73 447 -374 

Net change 
in non-MNC 

tr11de 

Industry 
position on 
chart VIIl/ 

-889 (+) 

equipment--------------------------~-: 15 13 2 -163 207 -370 -372 (+i 
Rubber products------------------------- : ___ _,-,.;3-,6_ ----=3-=8- · ___ -,.:.7..::4_ ------

1
""8
7

:!3
3

_ ----'4-'"9,,_l ____ -_:5;,.:.7...:.4_ ------=5-=0.::0_:. __ J.±L_ 
Subtotals----------: 531 88 443 1,145 -1,318 -1,761 

~ import growth ~ .!l!£. ~ export 
growth: 

Primary metals (excluding aluminum)--------: 520 40 480 1,024 1,239 -215 -695 (+) 
Transportation equipment------------------: 2,864 2,478 386 2,824 4,227 -1,403 -1,789 (+) 
Industrial chemicals----------------------: 414 32 382 668 231 437 55 (+) 
Printing and publishing------------------: 26 6 20 73 79 -6 -26 (+) 
Household appliances--------~-------------: 8 15 -7 42 231 -189 -182 (+) 
Plastic materials------------------------: -13 43 -56 468 124 344 400 (+) 
Stone, clay, and glass products-----------: 51 281 -230 199 250 -51··, 179 (+) 
Instruments-------------------------------: 310 79 231 577 264 313 82 (-) 
Radio, T.V., electronic components---------: 328 236 92 1,044 1,118 -74 -166 (-) 
Beverages----------------------------------: 43 -38 81 75 226 -151 -232 (-) 
Soaps and cosmetics----------------------: -2 6 -8 61 7 54 62 (-) 
Grain mill products------------------------: -44 18 -62 357 30 327 389 (-) 
Miscellaneous food products---------------:. ___ -..,,1:.:4:.::1'- ___ _:3c::.3_ --'----=1:.:.7.::4_ ---'l""'t.:5:,:::8;,.:.7 ___ 1~·~6-=3...:.4 ____ -_,4-'-7- -----=1:.::2;,.:.7 ____ (._-..!.) __ _ 

Subtotals----------: 4,364 3,229 1,135 8,999 9,660 -661 -1,796 

~export growth~ also faster import' : 
growth: 

Lumber, wood, and furniture----------------: 319 243 76 485 442 43 -33 (+) 
Miscellaneous metal products------------··-: 73 22 51 57 -124 181 130 (+) 
Farm machinery and equipment---------------: 33 21 12 -257 17 -274 -286 (+) 
Textiles and apparel---------------------: 58 82 -24 -80 766 -846 -822 (+) 
Primary and fabricated aluminum------------: 39·3 0 393 170 -64 234 -159 (-) 
Elecfrical equipment and apparatus---------: 367 64 303 185 53 132 -171 (-) 
Drugs---------------------------------: 267 66 201 242 88 154 -47 (-) 
Miscellaneous non-electrical machinery----- : ___ _:2:.:0.:1 ____ ...:..,74"'- --~1:.27!..- __ __:.2:.2:.1 _____ -:.2_ ---"2"2"3- ____ ......:c9.:;6 ____ ,_(-_.)c__ 

Subtotals-----------: 1,711 572 1,139 1,023 1,176 -153 -1,292 

~ export growth and f!lli!. import 
growth: 

Industrial machinery and equipment and 
electronic computing equipment-----------: 589 

Fabricated metals (excl. aluminum, copper, ! 
967 220 747 ?,333 997 1,336 (+) 

and brass)-------------------------------: 167 79 88 718 397 321 233 (-) 
Paper and allied products----------------: 238 192 46 432 130 302 256 (-) 
Miscellaneous manufacturing (ordnance, 

tobacco, leather, other)----------------: 177 229 -52 514 584 -70· -18 (-) 
Miscellaneous chemicals-------------------- : ____ -..:;9.:::1 ____ ....:.20=- ___ -:.1:.11:;.....:_ __ -_,l,,,0:.::3:_ ___ -.=.l:.5:.2....:.. __ _;:4:.::9c... -----=1:.:6-=0- ___ _,(-_,_) __ 

Subtotals-----------~'---=l~,4~5~8'-'"--~7...:.40~'----""71~8"'-'-:--=3~,-=8~94-'-''---=-l~,9~5:.:6c....:.._~l~,~93~8"-'----"l~,~2D~0e_;~---~ 

Totals---~------;· 8,(114 4,629 3,435 ~ 13,743 13,937 -194 -3,4~9 
Note: 

1/ (+) a change in ratio of imports to exports lees for HNCa than for all firms 
- (-) a change in ratio of imports to exports greater for HNCs than for all firms. 

Source: Tables A-19 through A-23 in appendix to this chapter. 
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the non-MNCs, with the exception of those in the group of five indus

tries at the bottom of the table, showed trade balance declines of 

considerable size. Across the spectrum of all manufacturing industries, 

the MNCs increased their net exports by $3,435 million, while the 

non-MNCs decreased theirs (or increased their net imports) by even 

more--$3,629 million. 

The indirect effects.--A judgment about whether or not the sales 

of the MNCs' foreign affiliates have taken markets formerly served by 

U.S. exports really depends upon a crucial assumption. That is, can 

it be accepted that, in the absence of the foreign affiliates of the 

MNCs, U.S. exports would have been able to supply overseas markets 

against foreign competition, or would foreigners, investing in the 

stead of the MNCs, have taken those markets? 

Clearly, a reasonable assessment dictates that it is necessary to 

assume at least some viability for the competition that the foreigner 

can mount. But it is impossible to say how much, since the evidence 

on which such a statement could be made for each industry is missing. 

Not even the MNCs themselves can assess their foreign competition with 

such accuracy. 

A possible line of attack on measuring the indirect effects of 

MNC activity on changes in U.S. foreign trade is to assume the best 

possible case for the critics of the MNCs--namely that any loss of 

market shares which U.S. exports have experienced is attributed to 

the impact of MNC affiliates' foreign sales, and that, in the affili

ates' absence, those markets would have been held by U.S. exports of 
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domestically produced merchandise. Under such assumptions, it is 

possible to estimate what amounts to an "upper bound" for the losses 

to U.S. exports which may have been due to the ind.ire ct effects of 

the MNCs' affiliates' sales. This "upper bound" estimate can then be 

compared with the results previously obtained as regards the MNCs' 

direct effects on U.S. ~rade, in order to arrive at estimates, for 

eac.h industry and for the sum of all industries, of the total dJnpact 

of the .MNCs' operations on changes in U.S. foreign trade during the 

1966-70 period. 

The operable concept in deriving an "upper bound" estimate of the 

indirect effects is the idea of the "total market" served by produc-

tive enterprises owned by persons of U.S. nationality. This "market"--

which may also be called the total market for goods produced by U.S. 

technology, enterprise, and knowhow (excludin~ goods produced and 

sold domestically)--can be defined as the sum of U.S. exports and the 

sales of all foreign affiliates of U.S. firms, both MOFAs and minority-

owned affiliates (MINOFAs). On this definition, the calculation of 

the indirect effects is straightforward. If U.S. exports' share of 

that total "market" in 1966--the initial year of the period covered--

is considered as a performance norm for U.S. exports, then any 

observed decline in that share by 1970 may be viewed as a loss for 

U.S. exports. !/ Thus, the difference between actual exports of 

each industry in 1970 and the norm value so calculated is a 

11 Choice of 1966 as the "norm" year was dictated principally by the 
availability of MNC-related trade data. Doubtlessly, an earlier year 
would better fit the "norm" concept. However, 1966 still serves as a 
year representative of sizeable u.s; trade surpluses. Aggregate U.S. 
exports exceeded imports by $3.9 billion in 1966. 
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measurement- of the loss (or gain, as the case may be). 

Detailed data on U.S. exports' "penetration" of this total 

market are presented in tables A-20 through A-22 in the appendix to 

thi~ chapter, for 1966 and 1970. The necessary abstracts, and the 

actual calculations of losses and gains--under the assumptions des

cribed above--are presented in table 13 on the following page. Once 

again, stark differences in the showings of individual industries 

emerge. At the basic industry level, they range from a net gain of 

$1.7 billion for U.S. exports in the food processing industry to a 

net loss of $3.7 billion in the category of miscellaneous manufac

turing. 

The emergence of such a large estimated maximum loss in the 

catchall category of manufacturing is startling--the more so as, in 

the aggregate, the rest of manufacturing shows a net gain of $490 

million. The imputed loss arises from a drastic drop· in the share 

of U.S. exports in the worldwide "market" for the goods of this 

industry--from 64.3 percent to 23.5 percent--at the same time as the 

total size of the "market" increased from $2.5 billion in 1966 to 

$9.0 billion in 1970, one of the sharpest increases recorded in the 

manufacturing sector. 

The very nature of this' "miscellaneous" industry helps to illus

trate the unrealism of the assumptions which have been applied-

unrealism which works in the direction of overstating, rather than 

understating, the possible losses that might have arisen from the 

indirect effects. To illustrate this point, table 14 presents a 

list of just a small portion of the kinds of industrial activity 
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Table 13 :--Calculation of estimated maximum "gsin" or "loss" to U.S. exports from indirect effects of MNC 
operations abroad, 1966-1970 ):/ 

.nts in millions of dollars 
Total • U.S. exports''. Total : u.s. exports': . : "Norm" value : 1970 value :"Gain'"(+) or 

"market" • share of • "market" : share of : Value of U.S. : f u s _ : less "norm" :"loss" (-) under 
in 1966 : 1966 "market": in 1970 '. 1970·.n~rket": exports 1970 : ;ort~ i9;~ l/: value:"gain"(+): more realistic 

: • • : : : or "loss" (-) : assWllPtions 2/ 
(value) : (percent) : (value) : (percent) : : : 

Food products--------------------: 
Grain mill products-------------: 
Beverages----------------------: 
Other food products--------------: 

Paper and allied products--~-----------: 

Chemicals and allied products-----------: 
Druas------------------------------: 
Soaps and cosmetics----------------: 
Indilatrial chemicals------------------: 
Pla•tics materials--------------------: 
Other chemicals-_;_-------------------: 

Rubber products---------------------: 

Primary and fabricated metals----------: 
Primary metals (except aluminum)------: 
Other metal products-----------------: 

Non-electrical machinery----------------: 
Farm machinery and equipment----------: 
Industrial & niisc. machinery and 

equipment---------------------------: 
Office machines· & electronic 

computing ~quipment-----------------: 

Electrical machinery & equipment--------: 
Household appliances and other--------: 
Electrical equipment & apparatus------: 
Electronic components, radio, T.V.----: 

6,335 
1,173 

793 
4,369 

2,365 

10,799 
1,942 
1,730 
2,418 
2,021 
2,688 

2,613 

6,808 
1,372 
5,436 

12,189 
1,559 

7,675 

2,955 

6,873 
4,043 
1,371 
1,459 

8.8 
18.8 
1.5 
7.4 

28.6 

24.8 
13.8 
5.4 

42.8 
23.4 
30.l 

16.3 

26.2 
49.3 
20.3 

45.5 
40.3 

56.8 

18.8 

27.6 
26.3 
39.7 
40.1 

9;>712 
1,868 
1,111 
6,733 

3,462 

16,745 
3,329 
2,599 

• 4,198 
3,730 
2,899 

3,072 

11,940 
3,071 
8,869 

19,476 
1,256 

11,691 

6,529 

12,045 
5,102 
2,832 
4,111 

26.6 
31.0 
7.9 

28.5 

32.1 

24.0 
15.4 

6.0 
40.6 
25.3 
24.3 

11.2 

31.4 
55.4 
23.1 

40.7 
29.7 

50.9 

24.6 

25.0 
12.8 
25.8 
39.6 

2,578 
578 
87 

1,913 

l,109 

4,012 
511 
154 

1,702 
941 
704 

344 

3,749 
l, 700 .: 
2,049 

7,917 
372 

5,944 

1,601 

3,007 
650 
729 

1,628 

866 
351 
17 

498 I 

990 

4,142 
459 
140 

1,797 
873 
873 

501 

3,314 
1,514 
1,800 

8,373 
506 

6,640 

1,227 

4,115 
1,342 
1,124 
1,649 

Transportation equipment----------------: 14,793 : 25.1 : 22,230 : 29.5 : 6,539 : 5,580 
Textiles and apparel--------------------: 1,621 : 49.6 : 2,445 : 29.7 : 724 : 1,213 
Lumber, wood, and furniture-------------: 1,057 : 24.2 : 1,883 : 39.4 : 741 : 456 
Printing and publishing-----------------: 644 : 40.7 : 1,014 : 33.1 : 335 : 966 
Stone, clay, and glass------------~-----: 1,402 : 19.8 : 2,373 : 20.1 : 477 : 470 
Instruments-----------------------------: 2,209 : 33.4 : 4,105 : 32.1 : .l,315 : 1,371 
Miscellaneous manufacturing------------: 2,498 : 64.3 : 9,026 : 23.5 : 2,121 : 5,804 : 

Sum------------~----------------------:----------:--------------:----------:--------------:---------------1--------------: 
(Sum, excluding miscellaneous : : : : : : : 

manufacturing)---------------------:----------:--------------:----------~--------------:---------------:---------------: 

Note: 1/ See text for explanation of concepts employed in this table. 
~ See text for description of assumptions. 

Sources: Tables A-20 through A-2·2 in appendix t~ this chapter. 

+l,112 
+ 227 
+ 70 
+1,415 

+ 119 

130' 
+ 52 
+ 14 

95 
+ 68 

169 

157 

+ 435 
+ 186 
+ 249 

456 
134 

696 

+ 374 

-l,108 
692 
395 

21 

+ 959 
489 

+ 285 
631 

+ 7 
56 

-3,683 
-3,193 

+ 490 

+ 1,712 
+ 227 
+ 70 

+ 1,415 

+ 119 

+ 2 
+ 52 
+ 14 
- 48 
+ 68 
- 84 

- 79 

+ 435 
+ 186 
+ 249 

41 
- 67 

- 348 

+ 374 

554 
346 
198 
10 

+ 959 
244 

+ 285 
- 316 

+ 7 
- 28 

1,842 
+ 415 

+ 2,257 
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Table 14:-- A Partial list of manufacturing activities in.eluded in the 
"miscellaneous manufacturing" category used in, this study. 

SIC Code 19 1/, Ordnance and Accessories, of which: 

Military tanks, guns, and related equipment 
Small arms and ammunition, including sporting arms 

SIC Code 21, Tobacco Products 

SIC Code 31, Leather and Leather Products, of which: 

Industrial leather belting and packing 
Non-rubber footwear 
Leather gloves and mittens 
Luggage, handbags, and other personal leather goods 

SIC Code 39, Miscellaneous Manufacturing, of which: 

Jewelry 
Silverware, plated ware, stainless steel ware, of which: 

Cutlery, loving cups, trophies 

Musical instruments, of which: 

Accordions, piccolos, zithers 

Toys and amusement, sporting and athletic goods, of which: 

Dolls, blocks, drums, toy trains and equipment, balls (baseball, 
football, golf, etc.), fish and bait buckets, toboggans, wading 
pools 

Pens, pencils, other office and artists' materials 
Costume jewelry and costume novelties 
Feathers, plumes, artificial trees and flowers 
Buttons, needles, pins, hooks and eyes 
Brooms and brushes 
Signs and advertising displays 
Burial caskets 
Linoleum and other hard-surface floor coverings 
Barber shop equipment 
Christmas tree ornaments 
Umbrellas and parts 
Vibrators, electric 
Zippers 

i/ From 1967 SIC scheme. These items were shifted to codes 34, 36, 37, and 38 
in the 1972 scheme, but they remain separate in the data used for this Study. 

Source: Office of Management and Budget, Standard Industrial Classification 
Manual, 121,g, Washington, 1972, pp. 70, 133.-135, 153-201, 211-218. 
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which are included in the "miscellaneous" category--from accordions 

to zippers. Most of these are not the industries of the IBMs, the 

I'I'I's, the Monsantos, the Singers, and the General Foods of this 

world; they are the industries of the little fellows of manufacturing 

life. They are the industries in which, generally, technology is of 

a low level and is wide$pread, industries in which a business can be 

started with relatively little capital and run with relatively 

unskilled labor--the industries which, in short, are most easily 

entered by foreigners. Therefore, they are industries for which it 

is unreasonable to assume that foreigners would not have entered to 

compete with U.S. exports in the MNCs' affiliates' absence. To a 

greater or lesser degree, the same sort of reasoning about the assump

tions has to apply across the entire manufacturing spectrum. 

In light of the foregoing discussion, the unreality of the 

assumptions employed requires correction. It is clear that, in indus

tries where losses in U.S. exports' shares appear, it is not proper 

to assume that, in the absence of the MNCs' MOFAs, shipments of domes

tic U.S. merchandise to foreign markets could have retained their 

1966 shares of those markets. To come closer to reality, therefore, 

it has been assumed that, had the MNCs' foreign affiliates not been 

present (or had they not increased their shares of foreign markets) 

U.S. exports could have absorbed only half of the difference. In 

other words, half of the observed increase in the affiliates' market 

shares would have gone to foreign competitors rather than to U.S. 
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exporters. -1./ In industries where U.S. exports increased their 

shares, however--i.e., the industries where "gains" are shown in 

table 13--the calculations are left unchanged, on the assumption 

that the figures shown actually measure the demonstrated ability of 

U.S.-origin exports to compete in foreign markets. 

The estimates relating to these revised assumptions are shown in 

the final column on the right-hand side ot table 13. Strong variability 

in the performances of the different industries persists in this for-

mulation, and the largest "loss" remains concentrated in the "miscel-

laneous manufacturing" industry. Overall, however, the new calcu-

lations show a small net "gain" of about $400 million and, excluding 

the "miscellaneous" category, a large net "gain" of $2.3 billion 

emerges. 

Direct and indirect effects combined.--rn: table 15, the indirect 

and direct effects of MNC activity on changes in u.S. trade balances 

(new exports less new imports) are added to produce net gain or loss 

estimates for each of 24 basic industries or subsectors. The first 

column of the table is a repetition of the estimated indirect effects 

(under modified assumptions as described above), taken from the last 

column of table 13. These effects are the estimated deviations (plus 

or minus) from actual U.S. exports in 1970 that could have been 

realized in the MNCs' absence, had U.S. export performance norms of 

1966 been maintained. The second column of the table--the direct 

1:J There is no objective basis for this assumption. However, the 50 
percent choice appeals to reason as a middle ground between weighting 
the analysis totally against the MNCs ,.~.and weighting it totally in 
their favor with respect to criticisms that the indirect effects are 
large. 
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Table 15: -- Estimates of effects of MNC activity on changes in U.S. 

foreign trade, 1966 - 1970. l/ 

(Changes in net trade, in millions of dollars) 
Indirect Direct Net 

Rank Industry Gain or 
Loss (-) 

A. INDUSTRIES WHICH PRODUCED PROBABLE 
NET GAINS FOR UaS. TRADE BALANCES 

1. 

2. 
3. 
4. 

5. 
6. 

7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 

Non-electrical machinery, except 
farm machinery 
Transportation equipment 
Miscellaneous food proaucts 
Fabricated metals, primary 
aluminum 
Primary metals, except aluminum 
Lumber, wood products, and 
furniture 
Industrial chemicals 
Drugs 
Instruments 

26 
959 

1,415 

249 
186 

285 
48 
52 
28 

Grain mill products 227 
Paper and allied products 119 
Beverages 70 
Electrical equipment and apparatus - 198 
Electronic components, radio, T.V. - 10 
Plastics materials 68 
Soaps and cosmetics 14 

Subtotal, Group A 3,386 

B. INDUSTRIES WHICH PRODUCED PROBABLE 
NET LOSSES FOR U.S. TRADE BALANCES 

17. 
18. 
19. 
20. 
21. 
22. 
230 

24. 

Farm machinery and equipment 
Rubber products 
Miscellaneous chemicals 
Stone, clay, and glass products 
Textiles and apparel 
Printing and publishing 
Household appliances and misc. 
electrical machinery 
Miscellaneous manufacturing 

Subtotal, Group B 

SUM, ALL INDUSTRIES 

Notes: 

67 
79 
84 

7 
244 
316 

346 
- 1,842 

- 2,971 

415 

Gain or 
Loss (-) 

1,389 
386 
174 

532 
480 

76 
382 
201 
231 

62 
46 
81 

303 
92 
56 

8 

3,899 

12 
74 

111 
230 
24 
20 

5 
52 

464 

3,435 

Gain or 
Loss (-) 

1,415 
1,345 
1,241 

781 
666 

361 
334 
253 
203 
165 
165 
151 
105 

82 
12 
6 

7,285 

55 
153 
195 
223 
268 
296 

351 
-1,894 

-3,435 

3,850 

l/ See text, pp. 333-334 for explanations and definitions of concepts. 

Sources: Tables 12 and 13. 
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effect estimates~-is from table 12. The figures shown are the net 

trade performance figures of. the MNCs. 

The combined gain-loss calculations are arranged in two groups 

in table 15--those industries which showed net gains, and those which 

showed net losses. There are sixteen industries in the former group 

and eight in the latter one; the net gains of the first group ($7,285 

million) considerably exceed the net losses of the second group 

($3,435 million). For manufacturing industry as a whole, therefore, 

the estimated net effect of MNC activity on changes in U.S. foreign 

trade performance in the 1966-70 period was a gain of about $3.8 

billion. 

An important result of the foregoing calculations is to show the 

wide variability of effects on U.S. trade performance exerted by MNCs 

in different lines of activity. The demonstration of this variability 

is a primary purpose of this entire analysis. That the e~timated net 

effects are spread so far--·from a positive impact of $1.4 billion in 

one industry to a negative $1.9 billion in another--suggests strongly 

that programs adopted to deal with any effects that are considered 

adverse from the national point of view ought to have some features of 

selectivity. Otherwise, there is a possibility that effects which are 

considered favorable in the overall could be unfavorable to specific 

industries. 
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STATISTICAL APPENDIX 
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Table A-1.--All merchandise: Exports of the world and of selected countries, compared to exports generated by 
U.S. MNCs and their majority-owned foreign affiliates, 1966 and 1970 

(Amounts in millions of U.S. dollars) 

Amount : Increase, or decrease (-) :Ratio (percent) 
1266 to 1970 :of MNC exports 

Area and country 1966 
; 

1970 
; Amount : Percent : to total 

exl!orts 

Total MNC Total MNC Total MNC Total ' MNC 1966 : 1970 : : : : : .. 
: : : : : : 

·World total------------------------: 201,800 -: 43,046 : 309,200 : 72,759 : 107,400 : 29,713 : 53.2 : 69.0 : 21 : 
: : 

United States---------------------------: 29,998 : 19,241 : 42,593 : 29,420 : 12,595 : 10,173 : 41.2 : 52.9 : 64 : 
Canada----------------------------------1· 9,551 : 3,327 : 16,187 : 6,852 : 6,636 : 3,525 : 69.5 : 105.9 : 35 : 
Latin America and other Western : : : : : : : : : : 

Hemisphere----------------------------: 10,871 : .4,333 : 13,260 : 4,746 : 2,389 : 413 : 22.0 : 9.5 : 40 : 
of which--Mexico**------------------: 1,199 : 126 : 1,402 : 217 : 203 : 91 : 16.9 : 72.2 : 11 : 

Brazil**------------------: 1,741 : 152 : 2,738 : 222 : 997 : 70 : 57,3 : 46.l : 9 : 
United Kingdom--------------------------: 14,132 : 2,664 : 19,351 : 3,374 : 5,219 : 710 : 36.9 : 26.7 : 19 : 
European Econoinic Community (EEC)-------: 52,650 : 4,532 : 88,520 : 8,607 : 35,870 : 4,075 : 68.1 : 89,9 : 9 : 

of which--Belgium/Luxembourg**------: 6,832 : 875 : 11,609 : 1,558 : 4,777 : 683 : 69.9 : 78.l : 13 : 
France**------------------: l0,889 : 779 : 17,742 : 1,552 : 6,853 : 773 : 62.9 : 99.2 : 7 : 
W. Germany**--------------: . 20,134 : 1,424 : 34,189 : 2,666 : 14,055 : 1,242 : 69.8 : 87.2 : 7 : 

Japan-----------------------------------: 9,777 : 84 : 19,318 : 350 : 9,541 : 266 ,: 97.6 : 316.7 : l : 
Other Western Europe-----------------~--: 19,538 : 2,494 : 29,639 : 4,409 : 10,101 : 1,915 : 51. 7 : 76.8 : 13 : 
Eastern Europe and U.S.S.R.-------------: 21,200 : NA : 31,000 : NA : 9,800 : - : 46.2 
Australia/Hew Zealand/South Africa------: 5,844 : 340 : 7,993 : 758 : 2,149 : 418 : 36.8 : 122.9 : 6 : 
Other Asia and Africa-------------------: 25,210 : 4,655 : 37,100 : 10,029 : 11,890 : 5,374 : 47 .2 : 115.4 : 18 : 
International, Unallocated--------------: 89 : 1,369 : 99 : 3,747 : 10 : - : 11.2 

**Partially estimated by Tariff Commission ln lieu of entry or entries suppressed by the source agency. 

Source: Total export data--United Nations Monthly Bulletin of Statjstics, December 1971; MNC data--U.S. Department of ~ommerce, 
Bureau of Economic Analysis, International Invest~ent Division~ 

24 

69 
42 

36 
45 
8 

17 
10 
13 

9 
8 
2 

15 

9 
27 



355 

Table A-2.--Manufactured Products: Exports by U,S •. MNCs and their majority-owned affiliates (MOFAs) compared to their 
exports of all merchandise, world and selected countries, 1966 and 1970. . 

Industey 

l 
1970: , : : ..... ··-. - : : : : : : : 

All merchandise--- : 72,759 : 6,652 : 3,374 : 6,607 : l,556 : l,552 : 2,666 : 4,409 : 350 : 756 : 4,746 : 222 : 256 : l0,496 : 3,747 : 29,420 
Mamll'actured products--------: 36,753 : 5,134 : 2,636 : 6,723 : i,-352 : l,415 : 2,523 : 791 : 261 : 205 : 606 : 145 : 168 : 479 : - : 21,716 
Manufactured prodDcta' abate of 

total MNC-related exports 
(percent) -------: 50 : ·75 : 64 .: 76 : 67 : 91 : 95 : 16 : 75 : 27 : 13 : 65 : 20 : 5 : - : 74 

: : : : : : : : : : : : : : : : 
1966: : . : : : : . . • : • . 

All merchandise-------------: 43,o46 : 3,327 : 2,664 : 4,532 : 675 : 779 : l,424 : 2,494 ·, 64 : 340 : 4,333 : 152 : 126 : 4,655 : ·l,369 : 19,247 
Mallutactured products---------------: 22,541 : 2,425 : 2,066 : 3,044 : 561 : 544 : 1,213 : 469 : 71 : 161 : 360 : 43 : 63 : 213 : - : 13,692 
Manutaetured products' share. of total : : : : : : : : : : 
MNC-relat~ exports-------: 46 : 73 : 76 : 67 : 64 : 70 : 65 : 19 : 65 : 47 : 9 : 26 : 50 : 5 : - : 71 

Cb&Dge-1966-1970 (percent): --- . : : : : : : : : : : : : : : : 
All merchandise--- : 69 : 106 : 27 : 90 : 76 : 99 : 67 : 77 : 317 : 123 10 : 46 : 103 : 115 - : 53 
Manutactw::ed products----------: 72 : ll2 : 36 : 121 : 141 : 160 : loB : 69 : 266 : 27 59 : 237 : 196 : 125 - : 59 

: : : : : : : 
Source: U.S. Department ~t Commerce, Bureau of Economic Allalysis, Inter11ational Investment Division. 
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table A-3· - .. Manufactured products: Total OECD exports, and corresponding exports by U.S. MNCs and their l«IFAs in tho CECO 
area, by indwatry, 1966 

OECD exports u.s.·-MNC-related OECO exports y Percent of~. L1C-1·" 3te 
Exports of total <')."\"rt~ toy 

Percent ~ MNC-related ~ercent : :Percent: MOFAs bas1?d: MOFA 
: u.s·. finns 

lnJustry Total OECD area tal tcr-
exports by : of : :of U.S.- outside the: ecc;rts Total of based MOFA :tie«: Te-: OECO area native 

OECD u.s: firms u.s.-MHC exports 
total =related: lated sectors) classi-

cat· n 3 
All manufacturing-- - - - - - ------ - ~ 107 JSI 21,787 20 13,692 63 8,095 37 7S4 IS,031 

Food products-----------------------: 4, 707 1,103 23 740 67 363 33 303 4S 1,074 
Grain mi 11 products- -- - - - - ................ : 668 287 43 221 83 66 17 29 :;1 233 
Beverages- - - - - - - - -- -- - - -- .................. : l,2S3 96 8 40 42 S6 S8 3 s 47 
Combinations----------------------: 2,786 
Other- - - - - - - - - - - - - - - -- - -- -- - ----·-: 

720 2S 479 67 241 33 271 S3 794 

Paper and allied products-----------: 4,293 923 22 413 4S SIO SS 23 403 

Chemicals and allied products-------: ll, 710 2,860 24 1,956 68 904 32 113 II 2,107 
Drugs-- - -- - - - - --- --- - --- --·-----··: 1,441 374 26 234 63 140 37 "18 -; 21 276 
Soaps and cosmetics--- - - --- --- - --- : 49S 189 38 103 SS 86 4S 4 4 101 
Industrial chemicals- -- -----------: 4,3S6 1,062 24 907 8S !SS IS 26 14 1,319 
Plastics materials----------------: 2,062 S06 2S 267 S3 239 47 9 4 93 
Combinations- - -- -- -- -- ---- --------: 3,356 729 22 44S 61 284 39 36 11 318 
Other----------- -- ---- --- ---------: 

Rubber- -- - - - - - - - - - - - - -- - - - -- - --- -- -- : 1,192 460 24 308 67 IS2 33 12 32S 

Primary and fabricated metals-------: IS, 74S 1,4S8 1,142 78 316 22 76 19 1,284 
Primary--- -- - - - -- - -- -- -- --- --- ----: 8,842 533 u491 92 42 ii 72 63 S43 
Fabricated, excluding aluminwn, 

copper and brass----------------: 
Primary and fabricated alwninum---: 6,903 92S 13 .. 651 70 274 30 4 : 387 
Other-- -- -- - - ------- --- -- --- ------: 30 

Machinery, except electrical--------: 20, 173 4,401 17 2 ,613 S9 l ,?88 41 4S 2 y 2,8Si 
Farm machinery and equipment------: 1,836 748 41 .. 384 SI •364 49 3 I *450 
Industrial machinery and equipment: y 16,487 ;y2,356 y 14 y l ,7Sl y 74 y 605 y 26 y 35 y s y .. 1,689 
Office machines-------------------: 1,196 404 34 **183 4S 221 SS 0 0 .. 256 
Electronic computing equipment----: 6S4 893 137 ••295 33 •599 67 7 I •4/ 
Other-----------------------------: y 2/ y ••21 y y 2/ y 2/ -456 

Electrical machinery----------------: 8,S69 2:-029 24 ••1 ,444 71 S85 -29 45 7 l ,Sl3 
Household appliances--------------: 816 241 37 90 37 1Sl 63 8 s 8S 
Electrical equipment and apparatus: 2,S09 823 33 **748 91 •1s 8 I I 0 803 
Electronic components. radio, 

and 1"·· -- - - -- -- - - - - - ---- -- - ----: 2,8S7 677 24 SIO 75 167 2S 33 17 S67 
Other- -- -- -- --- ----- - - ---- --- -----: 2,387 288 12 **96 .. 34 *192 66 3 2 .. S8 

Transportation equipment------------: IS,S66 6,4SO 41 3, 782 59 2,668 41 so 3,910 

Textiles and apparel----------------: 9,686 178 124 69 .S4 31 : 22 29 12S 

Lumber, ,,;ood and furniture----------: 2,312 !9S .. 41 21 154 79 44 

Printing and publishing-------------: 1,037 147 14 .. 94 64 S3 36 10 16 Ill 

Stone, clay. and glass products-----:. 2,03S 349 17 208 60 14l 40 6 : 203 

Instruments- - - - - ---- - - - - - - - - - - ------: 3,09S 7SQ 24 418 S6 332 44 21 647 
: 

Other manufacturing-----------------: 6,941 484 409 8S 7S IS 19 20 434 

Notes: --. Tariff Comission estimate for entry auppreaaad by source agency. 
Partially estimated by Tariff Commission for entry or entriu auppreaited by the •ource •&ency. 

1/ u.s ... MNC-related OECD exports include MMC-related exports by U.S. firms plus exports by MOFAs based in the OECD area. 
2/ The value for "other" machinery is included in the entry fOT "industrial machinery and equ1pment. 11 • 

3/ MNC-related exports classified mainly by indUstry of parent. 
~ The value for "electronic computing equipment"· is included in the. entry for "industrial maC"hinery and equipment. 11 

Source: OEC0
1 

Commod.itY Trade: Exports; Unit~ Rations, World Trade AAtiual, Statistical Paper••· Series D, Vol. XX, Commodity Trade Statietica, 1970i 
nnd official data from U.S. Department of Commerce. MHC figures supplied bY U.S. Department of Ccnmerce, Bureau of Economic Analysis, International 
Investment Division. • i · 
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Table A-4. --Manuf~tured products: Total Ol!X:'D exports• llJld corresponding exports by U.S. MNCs and their MOFAs in the 

OECD area, by· industry, 1970 

U.S.-MNC-related OECD exports !J !IN -relate 
OECD exports 

Exports or : ,.xports b~· 

Percent Percent MOFAs baaed: 
Percent or U.S. firms 

Percent M!lC-related or OECD area of outside the: 
total. (alter-Industry Total or llDF~ Total exports by U.S.-MNC based MOFA U.S.-MNC OECD area native 

OECD U.S. firms related exports related exports classi-
total t t total fi'atiuu 'lJ 

All :r.anu.fb.cturing • t.Qtal-----: 176,209 37 ,463 : 21 21,718 58 15~745 42 1,290 8. 932 

Food products--------------------: 6,457 1,669 : 26 1,062 63 627 17 101 14 189 

Grain mill products-----------. 818 374 : 46 227 61 •147 39 11 7 90 

Beverages-----------------------: 1,820 123 7 ••58 47 65 53 6 8 653 
•415 641 Cambi nat i ens--------------------· 3,819 1,192 31 .. 777 65 35 84 17 

Other---------------------------~ . 
Paper and allied products--------: 6,544 1,368 21 609 45 759 55 16 2,682 

Chemicals and al.lied products------: 18,855 4,238 22 2,342 55 1,896 45 274 13 543 
Drugs----'--------------: 2,448 : 733 30 H361 49 •372 : 51 89 19 99 
Soaps and cosmetics------------: 791 : 309 39 ••130 42 179 : 58 13 7 1, 733. 
Industria1 chemicals------------: 7,018 1,671 24 1,198 72 •473 28 78 14 80 
Plastics materials----------: 3,878 828 21 •318 38 •510 62 31 6 227 
Combinations------------------' 4,720 697 15 33~ 48· 0

362 52 63 15 
289 

Other---------------------~ 

Rubber-----------------------------: 3,092 652 21 383 59 •269 41 42 14 2,437 

Primary and fabricated metals-----: 26,322 2,976 11 2,237 75 •739 25 154 17 1,063 
Primary------------------------: 16,015 1,157 7 976 : 84 •181 16 67 27 554 
Fabricated, excluding aluminum, 

copper and brass-------------: 10,307 1,819 18 1,261 69 a558 31 87 13 717 
Primary and fabricated aluminum--: . 103 
Other-------------------------: 

Machinery. except electrical-------: 33,049 6,694 20 3,795 57 2,B99 41 102 4,604 

Farm machinery and equipment----: 2,143 732 34 ••392 54 -~31·0 L6 !O 
.!/ *.!83 

Industrial machinery and equipment.;. y 26,788 ?-f4·~~ y 15 y 2,428 y 6n y ·~-.gli y 40 !ll !5 ~J 3 
•·2,656 

**808 Office machines----------------- : 2,727 31 576 68 32 lJ 7 •y Electronic computing equipment---: 1,391 1,057 76 ••399 38 •658 $::? 28 4 Qt.her----------------------------: y y y y y •y y y 657 y 
Electrical machinery------------: 15.401 3,113 20 2.0/iO. 66 •i.053 J4 230 18 

2,231 
Household appliances----------: I ,313 311 24 157 50 •154 50 0 0 

93 
Electrical equipment and apparatus: 4,070 1,224 30 ••978 80 •246 20 43 15 

**1,170 
Electronic components. radio, 

and TV-------------------- : 5,833 1,126 19 "734 65 •392 35 183 895 
32 **73 Other--------------------- . 4,185 452 11 ••191 42 •261 58 4 2 

Transportation equipI!!.ent--------- : 28,941 : 12 .• 262 -·· ~2 .6,72Q 55 •s .• 512 45 136 
6, 774 

: : 
Textiles and apparel------------ : 14,).51 : ---~!>3. : 3 244 49 •211Q 51 30 11 

183 

Lumber, wood and furniture------- : 3,491 - .. 6l!3. ; 18 ••352 55 •291 45 81 
363 

22 
: 

Printing and publi:a..hing----------- : 1,490 283 19 144 51 139 49 34 20 
137 

Stone, clay, and glass products--- - : 3,160 549 17 267 49 282 51 27 9 
254 

Instruments-------------------- - : 5,172 1,591 31 848 5) 743 47 24 

,, 
957 

: 
Other manufacturing---------------: 10,084 912 625 69 287 31 19 6 

611 

'1 
Notes: 

• Tariff Commission estimate for entry suppressed by source agency-. 
Partially estimated by Tari:tr Commission for entry or entries suppres.sed by the--110U,.-ce: 41ency. 

!/ U.S.-MNC-related OECD exports include MIC-r!!lated exports b7 U.S. tima plus exi>Orts by MOFAa baae4 in the OECD area. 
Y The value for "other" machinery is included in the entry :tor "indu•trlal machine17 and equipnent. n · 
31 MNC-related exports classified mainly by industry of parent. 
If 'rhe value for "electronic computing equipment" 1a included in the entry tor "industrial m.Chinel'J" and equipaent.", : 

Source: OECD, Commodity Trade: Exports; United Nations, World Trad8 Annual~ Statistical Papers, Swie~ :vo-1. XX, Commodity Trade Statistics. 1970i 
and official statistics of the U.S. Department of Commerce. KNC figures eupplied by U.S. Department at C rce, Bureau of Econoaic Anal.ysis, International 
Investment Division. 
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. Amount (Millions of cloll&rs) Percent 

Ol!CD MNC...-elated OECD exports !/ : Ol!CDrt : MMC-related OllCD exports 
:~=:-----:-----..,-"?tlD!bll!l!llr--, Exports of:~: : NBC- ol!Cb Industry 

1 Total 

All mauutacturing, tot 68,458.:' 
-··~· 

F9Pd products----- l,750 
Grain mill products------------: 150 
Beverages-----------------: 567 
Combinations-------- ; l,033 
Other---------------------; 

Paper and allied products---------~ 2,251 

Chemicals and allied products-----------: 7 ,145 
Drugs------------------' 1,007 
Soaps and cosmetics---------------: 296 
Industrial chemicals---------: 2,662 
Plastics materials---~--------: 1,816 
Combinations-----------------; 1,364 
other-----------------------: 

Rubber------------- 1,210 

Primary and fabricated metals---------= 10,577 Primary-------------------------: 7,173 
Fabricated, excluding aluminum, copper, 

and brass 
3,404 Pr l.mary and fabricated aluminum--------: 

Other----------------------: 

Machinery, except electrical--------: 12,876 

.: JCHC-relate4 
Total o_,.ts by 

U.B. finna 

15.676 8,Gjl6 

586 322 
87 6 
27 18 

472 298 

445 196 

1,378 386 
359 127 
120 27 
609 291 
322 51 
-32 -110 

192 75 

1,518 1,095 
624 485 

894 610 

2,293 1,182 
Farm machinery and equipment--------: 307 -16 8 
Industrial machinery and equipment----:'EJ10 1 301 ;y 1,705 y 677 
Office machines----------------: 1,531 440 393 
Electronic computing equipment 737 164 104 
other--------------------: y y y 

Electrical machinery-------------: 6,832 1,8811 616 
Household appliances------- ~97 70 67 
Electrical equipment and apparatus----: 1,561 401 230 
Electronic components, radio, and TV----: 2,976 449 224 
Other-----------------: 1,798 164 95 

: 
Transportation equipnent-------· --: 13,375 5,812 2,968 

Textiles and apparel--------------: 4,465 315 120 

Lumber, vood and t'urniture 1,179 448 311 

Printing and pub~tshing---------;----: ~53 136 50 

Stone, clay, and glass products------: 1,125 200 59 

Instruments---------------: 2,077 841 430 

Other manufacturing---------------: 3,143 428 216 

area : ll>FAa based: : related area 
l>aeed : outsi4e the: Total Total : exports basod 
l«lPA : OECD area : by U.S. MOFA 
~I firom. exports 

;r_.6~~-~=;.,='.~~ 64 72 __ 59_ ·- 2.5_ T ,;".~-:-- ·. 

264 -202 37 53 44 73 
8l -18 22 30 3 123 
9 3 45 28 45 16 

- 174 -187 37 66 62 72 

249 13 52 48 47 49 

992 161 61 48 20 110 
232 51 70 96 54 166 
93 9 60 63 26 108 

318 52 61 57 32 205 
271 22 88 64 19 113 
78 27 41 .-4 -25 27 

117 30 64 42 24 77 

423 78 67 104 96 134 
139 -5 81 117 99 331 

284 83 49 97 94 104 

l,lll 57 64 52 45 62 
-24 7 17 : -2 2 -7 

;y 1,028 y 10 'Y62:'Y12 y 39 y 170 
47 19 128 169 215 21 
60 21 113 18 35 10 

y y y y y y .. 
468 185 80 53 43 80 

3 -8 61 29 74 2 
171 42 62 49 31 228 
225 150 104 66 44 135 
69 1 75 57 99 36 

2,844 86 86 90 78 107 

195 46 177 97 361 

}-37 72 51 230 759 89 

86 24 44 93 53 162 

141 21 55 57 28 100 

411 67 112 103 124 

212 0 : 45 88 53 283 

. y u.s." MNC-r~l&t~d oEcli.~xports inci~&e·-'~i~ted ~:M.s b;.·~.s." tirma pl~~ eiporta.~7 MOr.b bas~ in the O~D area.: 
2./ The value for "other" machinery h included in the entry tor "intu.trial macbine17 and equipnent. 11 

• 

Source: Tables A-3 and A-4. 

Exports ot 
llllFAa basM 
outside the 
OECD area 

.!~. 

-67 
-62 
100 

-69 

57 

142 
134 
225 
200 
244 
75 

250 

103 
-07 

2,075 

127 
233 

y 29 
.I) 

300 
y 

411 
-100 
~.200 

455 
33 

172 

36 

800 

240 

350 

14 

0 
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Table A-6.--Ms.nufactured products: MNC-related exports 11 • by'category of exporter and by industry 1966 and 1970 

(Am.:,unt in millions of U.S. dollars) 

1966 : 1910 ; Increase, . or decrease (-) 

B U fi :By msjority-ovned : : By U S firms :By majority-ovned : Amount : Percent 
Y .s. rms : foreign : : · • : foreign : : 

Industry : MNC- : : at"filiates of : MNC- : : : "affiliates of : : :By majority-: : By 
related : Percent : U.S. MNCs. : related : :Percent: U.S. MNCs : : By ovned for- : ·By MCFAs 
exports• Amount of : Percent : exports• : Amount : of : : Percent : Total : U .s. : eign affil-: Total : U.S. or 
total total : Amount : of : total : : total : AlDount : of' : : l'irms ie.tes of : firms U.S. 

: : : : : total : : : : : total : : U.S. MNCs : : MNCs 

All manufacturing-------------; 22,541 ; 13,692 ; 61 ; 8,849 ; 39 ; 38,753 ; 21,718 ; 56 ; 17,035 ; 44 :16,212 ; 8,026 : 8,186 : 72 ; 59 : 93 

Food products-------------------------~ 1,406 : 740 ; 53 ; 666 : 47 : 1,790 ; 1,062 ; 59 ; 728 ; 41 ; 384 ; 322 ; 62 27 ; 44 9 
·Grain mill products-------------' 316 : 221 : 70 : 95 : 30 : 385 : 227 : 59 : *158 41 : 69 : 6 : 63 22 : 3 66 
Beverages-----------------------' 90 : 40 : 40 : 59 : 60 : 129 : 58 : 4 5 : 71 : 55 : 30 : 18 : 12 30 : 4 5 20 
Combinations----------------------' 164 : Sl : 49 : S3 : 51 : 180 : 40 : 22 : •140 ·: 98 : 16 : -41 : 57 : 10 : -51 69 
Other---------------------------' S27 : 398 : 48 : 429 : 52 : 1,096 : 737 : 67 : 359 : 33 : 269 : 339 : -70 33 85 -16 

: : : : : : : : : : : : 
·Paper and al.lied products----------' 946 : 413 : 44 : 533 : 56 : 1,404 : 609 : 43 : 795 : 57 : 45S : 196 : 262 : 4S : 47 : 49 

: : : : : : : : : : : : : 
Chenicals and al.lied prod'1cts--------' 2,973 : 1,956 : 66 : 1,017 : 34 : 4,512 : 2,342 : 52 : 2,170 : 4S : 1,539 : 3S6 : 1,153 : 52 : 20 : 113 

Drugs-----------------------------' 412 : 234 : 57 : 17S : 43 : 822 : 361 : 44 : 461 : 56 : 410 : 127 : 23S : 100 : 54 159 
Soaps and cosmetics----------------' 193 : 103 : 53 : 90 : 47 : 322 : 130 : 40 : 192 : 60 : 129 : 27 : 102 : 67 : 26 113 
Industrial. chemicals-----------' l,OS8 : 907 : S3 : lSl : 17 : 1,749 : l,19S : 68 : 551 : 33 : 661 : 291 : 370 : 61 : 32 204 
Plastics materials-----------------' 515 : 267 : 52 : 24S : Bo : 859 : 318 : 37 : 541 : 63 : 344 : 51 : 293 : 67 : 19 11 P. 
Combinations------------------' 247 : 92 37 : 155 : 63 : 372 : 114 : 31 : 25S : 69 : -125 : 22 : 103 : 51 : 24 :. 66 
Other-------------------------: 51S : 353 : 68 : 165 : 32 : 3SS : 221 : 57 : 167 : 15 : -130 : -132 : 2 : -25 -37 : 1 

: : : : : : : : : 
Rubber----·---------------; 472 : 30S : 65 : 164 : 35 : 694 : 3S3 : 55 : 311 : 45 : 222 : 75 : 147 : 47 : 24 90 

: : : : : 
Primary and fabricated metals-------: 1,534 1,142 : 74 : 392 : 26 : 3,130 2,237 : 71 893 : 29 : 1,596 : 1,095 : 501 104 : 96 128 

Primary-------------------------' 605 ••491 81 : 114 19 : 1,224 : **976 : 80 : 24S : 20 : 619 : 4S5 : 134 : 102 99 118 
Fabricated, excluding aluminum, : : : : : : : : : : : : : 

copper·, and "brass----------------.: 548 356 : 65 : 192 : 69 1,055 : 554 53 soi : 47 : 507 : l.98 : 309 93 56 16l 
Primary and fabricated aluminum----' 343 ••276 : So : 67 : 19 : 744 : ••627 : li4 : **117 16 : 401 351 50 117 127 75 
ether------------------------------' 38 ••19 50 : 19 50 : 107 : ••so 75 : "27 : 25 : . 69 : 61 : s : 1S2 321 42 

: : : : : : : : : 
Machinery, except electrical.------' 4,446 : 2,613 : 59 : l,S33 : 41 : 6,796 : 3,795 : 56 : 3,001 : 44 : 2,350 : l,lS2 1,168 : 53 : 45 64 

Farm machinery and equipment-------' 751 : ••3S4 : 51 : •367 48 : 742 392 : 53 : *350 47 : -9 : 8 : -17 -1 : 2 -~ 
Industrial. machinery and equipment--: 1,725 : 1,267 73 : 458 : 27 : 2,903 : 1,694 : 58 : 1,209 : 42 : l,17S : 427 : 751 68 : 34 164 
Of'fice machines-------------' 4o4 : ••1S3 : 45 : 221 : 55 863 : ••576 : 67 : 287 : 33 : 459 : 393 : 66 : 114 : 215 30 
Electronic computing equipment-----' 900 : •295 33 : •605 : 67 : l,OS5 : •399 : 37 : **686 : 63 185 : 104 : 81 21 : 35 13 
Other-------------------------' 666 H484 : 73 : 1S2 : 27 : 1,203 : **734 ·: 61 : 469 : 39 : 537 : 250 : 287 : Sl : 52 15S 

,• : : : : : : : 
Elec.tricaJ. machinery-----------------' 2,074 1,444 70 : 630 : 30 : 3,343 2,060 : 62 :••1,2S3 : 38 : 1,269 : 616 : 653 63 : 43 104 

Household appliances--------------' 249 90 36 : 159 : 64 31). : 157 : 50 : .. 154 : 50 : 62 : 67 -5 : 25 : 74 -3 
Electrical equipment and apparatus--·: S24 H748 91 : *76 19 : 1,267 : ••97S 77 : ••2S9 : 23 : 443 : 230 213 : 54 : 31 280 
Electronic ~mponente, radio, and : : : : : : : : : : : 

TV------------------------------' 710 510 : 72 200 38 : 1,309 734 : 56 : 575 : 44 : 599 : 224 : 375 : S4 : 44 188 
Other-----------------------------' 291 : H96 33 : •195 : 67 456 : ••191 42 : •265 : 66 : 165 : 95 : 70 : 57 : 99 36 

: : : : : 
Transportation equipment~------------' , 6,500 : 3,782 : 58 : 2,71S : 42 : 12,398 : 6,750 : 54 : •5,648 46 : 5,S9S : 2,966 2,930 : 91 : 76 106 
Textiles and apparel-----------------: 200 : 124 : 62 : 76 39 : 523 : 244 47 : •279 : 53 : 323 : 120 203 : 162 : 97 2(7 
~umber, 'WOod, and furniture-----------: 204 **41 20 : 163 : Bo : 724 : ••352 : 49 : 372 : 51 : 520 : 311 : 209 : 255 : 759 126 
Printing and publis.\ling------------: 157 : H94 : 6o : 63 : 40 : . 317 : •*144 45 : 173 : 55 : 160 : 50 : 110 : 102 : 53 175 
Stone, clay, and glass products-------: 355 : 2o8 59 : 147 41 : 576 : 267 : 46 : 309 : 54 : 221 : 59 : 162 62 : 2S 110 
Instruments------------------------: 771 : 416 54 : 353 46 : 1,615 : S4S : 53 : **767 : 47 : S44 : 430 : 414 : 109 : 103 : 1!7 
Other manufacturing-------'--------: 503 409 : 81 : 94 lS 931 625 : 67 : H306 : 33 : 426 : 216 : 212 .65 : 52 226 

: : : : : : { : ! : 

*Tariff Commission 8stimate for entry suppressed by source agency. 
*•Partly estimated by the Tariff Commission in lieu of entry or en~-ries s_~ppressed by -~gurce agency. 
11 The term"MNC-related exports" includes (a) U.S. parent MNCs• exports to foreign residents, (b) U.S. exports by non-affiliated U.S. suppliers to majority-owned 

foreign aff'iliates of U.S. MNCs, and (c) exports by majority-owned f'oreign aff'iliates of U.S. MNCs to foreign residents. 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Division. 
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Table A-7.--Ma.nufactured products: Exports of U.S. merchandise, by or·for the account of U.S. M!ICs , to 
lllBJority-owned foreign affiliatea (MOFAI ) and to other foreign customers, by industry, 1966 

(AmoUD~9 in milllggs of U.S, dollars) 

U.S. merchandise exported 

Industry 

MOFAs of U.S. M!ICs 

Products of 
U.S. parent MNCs 

Products of other 
U.S. firms l/ 

Other foreign 
customers !/ Y 

Total 
Percent Percent Percent 

Amount of Amount of Amount of 
col (1) col (1) col (1) 

All lllBnufacturing------------: 13,692 

Food products---------------------: 740 
Grain mill products------------: 221 
Beverages---------------------: 40 
Combinations--------------------: 81 
Other--------------------------: 398 

Paper and allied products---------: 413 

Chemicals and allied products-----: 
Drugs---------------------------: 
Soaps and cosmetics------------: 
Industrial chemicals-----------: 
Plastics materials--------------: 
Combinations--------------------: 
Other---------------------------: 

Rubber----------------------------: 

Primary and fabricated metals-----: 
Primary------------------------: 
Fabricated, excld. aluminum, 

copper, and brass-------------: 
Primary and fabricated 

aluminum---·-------------------: 
Other---------------------------; 

Machinery, except electrical----~-: 

1,956 
234 
103 
907 
267 
92 

353 

308 

1,142 
491 

356 

276 
19 

4,050 

100 
13 
9 

12 
66 

46 

594 
103 

30 
124 
192 

76 
69 

120 

157 
31 

48 

71 
7 

30 

14 
6 

23 
15 
17 

· 11 

30 
44 
29 
14 
72 
83 
20 

39 

14 
6 

13 

26 
37 

1,239 

179 
62 
13 
69 
35 

38 

191 
14 
30 
47 
35 
16 
49 

45 

62 
.. 10 

22 

.. 26 
••4 

9 

24 
28 
33 
85 
9 

9 

10 
6 

29 
5 

13 
17 
14 

15 

5 
2 

6 

9 
21 

8,403 

461· 
146 
18 

0 
297 

329 

1,171 
117 

43 
736 

40 
0 

235 

143 

923 
450 

286 

179 
8 

·5 1,579 

.... ~ 

61 

62 
66 
45 

0 
75 

80 

60 
50 
42 
81 
15 

0 
67 

46 

81 
92 

80 

65 
42 

60 
Farm machinery and equipment----: 

2,613 
384 

914 
199 

35 
52 

120 
••27 7 *158 . 41 . 

Industrial machinery and equip- : 
ment--------------------------: 

Office machines-----------------: 
Electronic computing equipment--: 
Other------------------------~-: 

Electrical machinery--------------: 
Household appliances---------~--: 
Electrical equipment and 

apparatus---------------------: 
Electronic components, radio, 

a.nd TV---------..:--------------: 
Other---------------------------: 

Transportation equipment---------: 
Textiles and apparel-------------: 
Lumber, wood, and furniture-----.i.: 
Printing and publishing-----------: 
Stone, clay, and glass products---: 
Instruments-----------------------: 
Other manufacturing---------------: 

1,267 
183 
295 
484 

1,444 
90 

748 

510 
96 

3,782 
124 

41 
94 

208 
418 
409 

254 
•111 
•193 
157 

333 
44 

157 

91 
41 

1,447 
11 

3 
25 
61 

197 
42 

Y Charged on the books of the parent U.S. MNCs. 

20 
61 
65 
32 

23 
49 

21 

18 
43 

38 
9 

·7 
27 
30 
48 
10 

41 
.. 9 
*31 
•12 

92 
16 

.. 19 

28 
.. 29 

405 
19 
.. 7 
.. 6 

31 
21 
23· 

3 972 
5 63 

11 •71 
2 315 

6 
18 

3 

5 
30 

11 
15 
17 
6 

15 
5 
6 

1,019 
30 

572 

391 
26 

1,930 
94 
31 
63 

116 
200 
344 

y The sources of these exports are not known; they apparently may include the products of both the 
M!ICs and of other U.S. suppliers. Also, although exported to other foreign customers, some of these 
exports may have been charged to MOFAs ":' 

77 
34 
24 
65 

71 
33 

76 

77 
27 

51 
76 
76 
67 
56 
48 
84 

Source: U.S. Department of Commerce, Bureau of Economic ~sis, International Investment Division, 

*Tariff Commsission estimate for entry. suppressed by the source agency. 
**Partly estimated by the Tariff Commission in lieu of entrv or entries suppressed by source 

agency. 
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Table A-8.--Manufactured products: Exports of U.S. ae~chandise, by or for the account of U.S. MNCs, to 
maJority-ovned foreign affiliates (MOFAs ) and to other foreign custo~ers, by indur~<~. 1970 

\Amounta in millions of_d_o_l_l_a_r_s_>~~~~~~~~~~~~~~~~

U .S. merchandise exported 

Industry 
Total 

MOFAs of U.S. Ml!Cs 

F.oducts of 
U.S. pi:.rent MNCs 

Products. of other 
U.S. firms J,/ 

Other foreign 
customers l/ Y 

Amount 
Per~ent 

of 
col (l} 

: Percent 
Alaount. of 

: col (1) 
Amount 

Percent 
of 

col (1) 

All manufacturing----------: 21,718 6,831 32 

Food products---------------------: 
Grain mill products-------------: 
Beverages----------------------: 
Combinations--------------------: 

1,996 

158 
29 

9 12,891 59 

52 
41 
71 

0 
Other---------------------------: 

1,062 
227 

58 
40 

737 

31.i9 
1G5 
ll 

7 
226 

33 
46 
::.3 
18 
31 

6 
33 
90 

15 
13 
10 
83 
12 

555 
93 
41 

0 
421 .,·. 57 

Paper and allied products---------: 

Chemicals and allied products-----: 
Drugs---------------------------: 
Soaps and cosmetics-------------: 
Industrial chemicals----------: 
Plastics materials--------------: 
Combinations-------------------: 
Other---------------------------: 

Rubber---------------~------------: 

Primary and rabricated metals-----: 
Primary-------------------------: 
Fabricated, excld. aluminum, 

copper. and brass-------------: 
Primary and fE<bricated 

aluminum----------------------: 
Other---------------------------: 

Machinery, except electricai------: 
Farm machinery and equiFDent----: 
Industrial machinery and equip- : 

ment----------------------··--: 
Office machines--------·-·--------: 
Electronic computing equipment--: 
Other--------------------------: 

Electrical machinery--------------: 
Household appliances-----~-----: 
Electrical equipment and 

apparatus---------------------: 
Electronic components, radio, 

and TV------------------------: 
Other---------------------------: 

Transportation equipment----------: 
Textiles and apparel--~-------~-: 
Lumber, wood, and furniture------: 
Printing and publishing--··-------: 
Stone, clay, and glass products---; 
Instruments-----------------------: 
Other manufacturing-------------: 

60CJ 

2,342 
361 
130 

1,198 
318 
ll4 
221 

2,231 
976 

554 

627 
80 

3,795 
392 

1,694 
576 
399 
734 

2.060 
l~7 

978 

i34 
191 

6,750 
244 
352 
lhl< 
267 
848 
625 

144 

813 
135 

.,3 
176 
271 
113 

60 

253 
43 

118 

1,632 
191 

h29 
<tl.i?8•: 
•296 •: 

288 

148 

2,142 
78 
29 
30 
Tl 

513 
JLlt 

Y Charged on the books of the parent U.S. MNCs ~ 

24 

3~ 
37 
115 
15 
85 
99 
27 

32 

n ,, 
21 

8 
49 

15 

25 
81 

32 
32 
8 

21 
;:7 
1)1) 

23 

86 

82 
5 

31 
19 
ll 

1 
15 

88 
"~39 

45 

58 
*"3 
*13 

•"13 : 

84 
23 

31 
**24 

::.,199 
21 

**11 
n33 

18 
55 
49 

14 

4 
1 

24 
2 
3 
1 
7 

6 

4 
4 

8 

0 
1 

2 
0 

3 
1 
3 
2 

4 
15 

1 

4 
13 

18 
9 
3 

23 
7 
6 
8 

379 

1,447 
221 

41 
1,003 

36 
0 

146 

235 

1,896 
894 

391 

571 
40 

2,075 
*200 

1,207 
145 
*90 
433 

1,467 
112 

824 

518 
13 

3,409 
145 
312 

81 
178 
280 
432 

Y,Jhe sources of these exports A.re not known; they ~-PJ:>arc!tt:Lv m~:; :..nclude the products of both the 
MNCs and of other U.S. suppliers. Alan, although expo::-ted -to o~.her foreign cv.stO!llers, some of these 
exports may have been charged to MOFP.s. 

*Tariff Colllllli.ssion estimate for entry suppressei '.~:J th?. source <tgen-::y. 
**Partly estimated by the 'l'arif'::' C~iss_:!.op in __ !_!.~ 9f .. eutr~~;.:.ies _suppressed by source 

agency. · 

Source: U.S. Department of Commerce, B11reP.t'. c~ :'!conomtc ftnai.YfliF, Inter::iatio;:ial Investment 'Division. 

62 

62 
61 
32 
84 
11 

0 
66 

61 

85 
92 

71 

91 
.50 

55 
51 

71 
25 
23 
59 

71 
71 

84 

71 
7 

50 
59 
89 
56 
67 
33 
69 



362 

Table. A-9 .--Manuf'actured products: Change in exports of U.S. merchandise, by or for the account of U.S. MNCe, to 
majority-owned foreign affiliates (MOFAlf) and to other foreign cuatomeJe, .by industry, 1966 to 1970 

(Amount• in millions of U.S. dollars) 
I 

Increase, or decrease (-) 

Amount Percent 

Induatey U.S. merchandise exported 

Total MOFAs of U.S. MNCs 

Products : Products 
of u,.,s. : of other 
.-ec:s : u .s. firms: 

other 
foreign 

customers 

MOFAs of U.S. MNCs 

Pr~~bts : Products 
of·u.s. : of other 

other 
foreign 

customers 
Total 

All manuf'acturing------: 8,026 

Food products------------------: 
Grain mill products--,...--_ ----: 
Beverages--------------------: 
Combinations------------------: 
Other-------------------------: 

Paper and allied prod11cts-_-----: 

Chemicals and allied products---: 
Drugs------------------------: 
Soaps and cosmetics----------: 
Industrial chemicals----------: 
Plastics materials------------: 
Combinations------------------: 
Other-------------------------: 

Rubber--------------------------: 

Primary and fabricated metals---: 
Primary---------------------: 
Fabricated, excld. aluminum, 

copper, _and brass---------: 
Primary and fabricated 

aluminum-------------------: 
other-----------------------: 

Machinery, except electrical----: 
Farm machinery and equipment--: 
Industrial machineey and 

equipment-----------------: 
Office machines---------------: 
Electroni;: computing equip-

ment----------------------: 
other-----------------------: 

Electrical machinery-:-----------: 
Household appliances----------: 
Electrical equipment and 

apparatus-------------------: 
Electronic components, radio, : 

and TV----------------------: 
other--------------------------: 

322 
6 

18 
-41 
339 

196 

386 
127 

27 
291 

51 
22 

-132 

75 

1,095 
485 

198 

351 
61· 

1,182 
8 

427 
393 

104 
250 

616 
67 

230 

224 
95 

Transportation equipment---_:_---: 2,968 
Textiles and apparel------------: 120 
Lumber, wood, and furniture-----: 311 
Printing and publishing----- 50 
Stone, c181' 1 "..and glass 

· '}b:oi:iucts---------------- 59 
Instruments-----------------~ 430 
Other manuf'acturing----------- 216 

Source: Tables A-7 and A-8. 

2,781 

249 
92 

2 
-5 

160 

98 

219 
32 
28 
52 
79 
37 
-9 

4 

96 
12 

70 

-18 
32 

718 
-8 

1Y5 
317 

103 
131 

176 
-22· 

-9 

94 • 
113 

695 
67 
26 

5 

10 
316 
102 

757 

-21 
-33 
::7 

-36 
55 

48 

-109 
-9 

l 
-28 
-24 
-15 
-34 

-21 

26 
29 

23 

-23 
-3 

-32 
-26 

17 
-6 

-18 
l 

-A 
7 

. ::.]3 

3 
-5 

794 
2 
4 

27 

-13 
34 
26 

4,488 

94 
-53 

23 
0 

124 

50 

276 
104 
-2 

267 
-4 

0 
-89 

92 

973 : . 
444 

105 

392 
32 

496 
42 

235 
82 

19' 
118 

448 
82 

252 

127 
-13 

l,479 
51 

281 
18 

62 
80 
88 

MNCs :U.S. firms: 

69 

249 
708 

22 
-42 
242 

213 

37 
31 
93 
42 
41 
49 

-12 

3 

61 
39': 

146 

-25 
457 

79 
-4 

69 
286 

53 
83 

53 
-50 

-6 

103 
276 

48 
609 
867 
20 

16 
160 
243 

61 

-12 
-53 
-54 
-52 
157 

126 

-57 
-64 

3 
-60 
-69 
-94 
-69 

-47 

42 
290 

132 

-88 
-650 

-27 
-96 

41 
-67 

-58 
8 

-9 
44 

-68 

ll 
-17 

196 
ll 
57 

450 

-42 ·: 
162 
113 .. 

53 

20 
-36 
128 

0 
42 

15 

24 
89 
-5 
36 

-10 
0 

-38 

64 

105 
99 

37 

219 
400 

31 
27 

24 
130 

27 
38 

44 
273 

44 

32 
-50 

77 
54 

906 
29 

53 
40 
26 

59 

44 
3 

45 
-51 

85 

47 

20 
54 
26 
32 
19 
24 

-37 

24 

96 
99 

56 

127 
321 

45 
2 

34 
215 

35 
52 

43 
74 

31 

44 
99 

78 
97 

759 
53 

28 
103 

53 
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Table A-10 ---Manufact:ired products: Wor ld-vide exports ot maJ ori ty-ovned foreign affiliates (MOFAs) of U.S. ~mes, by et'filiat ivn of cus-
tom.e?'a 9 b7 industry, 1966 

'•imll ;l.o mnUgi.u1 g£ ll 5. d.QU.11:al 
To affiliated customers ~To unaffiliated customers 

In<iustry Grand Total Parent U.S. MllQ, 3rd country : l'er..:ent 
total atlCl.U.AttD Amount of 

Amount Percent of Amount : Percent of Amount Percent of: : Col. (1) 
~gJ. (;J.l !:!;il (ll ~gl (l l 

. All mallufacturing---------: 8,849 5,479 62 2,197 25 3,282 37 3,370 38 ..,. 
Food products--------------: 666 292 44 153 23 139 21 373 56 

Grain mill products--------: 95 
!/ 37 !/ 11 11 y 7 11 !/ 11 Beverages-------... --------: 59 63 29 49 8 14 22 37 

Colllbinations---------------: 83 11 39 11 22 11 21 11 12 ll y 10 }j 139 !/ 78 
Other------------------: 429 ai6 50 103 24 113 26 213 50 

Paper and allied products--------: 533 353 66 327 61 26 5 180 34 
Chemicals and allied products-. ----: 1,017 452 44 105 10 347 34 565 56 
Drugs--------~-----------: 178 86 48 14 8 72 40 92 52 
Soaps and cosmetics--------: 90 46 51 3 3 43 48 44 49 
Industrial chemicals --: 181 82 45 16 9 66 36 99 55 
Plastics materials--------: 248 95 38 20 8 75 30 153 62 
Combinations-----------------: 155 90 58 46 30 44 28 65 42 
Other--------------------: 165 53 32 6 4 47 28 112 68 Rubber---------------------: 164 76 46 9 5 67 ltl 88 54 

Primary and fabricated metals-----: 392 158 .. 4o 30 8 128 32 234 60 
Primary----------~---------: 114 82 72 12 ll 70 61 32 28 
Fabricated, excluding aluminum, 

copper and brass---------: 192 53 28 10· 5 43 23 139 72 
Primar~ and faoricated aluminum--: 67 

23 27 8 9 14 18 63 Other-----------------------: 19 l 73 
Machinery, except electrical-----: 1;833 l,272 69 243 13 1,029 

'~ 
561 31 

Farm machinery and equipment-----: •367 279 76 98 27 181 88 al& 
Industrial machinery ~d equip-

ment---------------: 458 143 31 29 6 114 25 315 69 
Of'fice machines------------: 221 167 76 53 24 114 52 .. 54 24 
Electronic computing equipment----: •605 

663 87 63 8 620 104 Other------------------: 182 79 13 
El.ectrical nu:-chinery----------: 630 324 51 152 24 172 27 306 49 Household appliances---------: 159 122 77 ,. 46 29 76 48 37 23 Eloctrical equipment and appara-

tue---------------: *76 37 49 12 16 25 33 39 51 Electronic components, radio, and 
T. V. --------------------: 200 123 62 75 38 48 24 77 38 Other------------------------: *195 42 22 19 10 23 12' 153 78 Transportation equipment--------: 2,718 2,150 79 959 35 1,191 44 568 21 Textiles and apparel----------: 76 28 37 21 28 7 9 48 63 Lumber, wood, and fUrni ture------: 163 40 25 4o 25 0 0 123 75 Printing and puolishing---------: 63 12 19 4 6 8 13 51 81 Stone, clay, and glass products---: . 147 76 52 52 35 24 17 71 48 

InstrUID.ents------------------: 353 222 63 90 25 132 38 131 37 other manufacturing---------------- : 94 24 26 12 13 12 13 70 74 

y The value for n grain mill products11 is included in the entry for "combinations." 

Source: U.S. Department of ·Commerce, Bureau of Economic Analysis,. International Investment Division. 

Note: *Ta.rii':f Commission estimate for entry suppressed by source agency. 



364 

Table A-11. -Manufactured products: World-vide exports of maJority-ovned foreign affiliates (MOFAs) 01' U .s. MNCs, by affiliation or 
customers, by industry, 1970 

(Appunta 1p millions of U.S. dollars) 

~o unaffiliated i;ustomera 
·-~~~-~~-------~--~---~-

To affiliated customers 

Industry 
Grand 
Total 

Total 

Amount 
Percent or 

Col. (l) 

All manufac:turins-------------; 17,035 10,782 63 

34 

!128 

Food products----...'.----------: 
Gra.!.n =-~ill products-----------: 

~~~~~;~~~~;::::::::::===--===--=== '. 
Other-----------------------: 

Fa;:er e.nd allied products-------: 
Chei:;!cals and &llied products-----: 

Drugs----------------------------: 
Soa"Os and cosmetics----------: 
~r.·l;str·ial chE"~cW.s--------: 
Flast.ios matariala------------: 
"..:cmbinations-------------------: 
Or.her-------------------------: 

Rubber---------------------------: 
?rllo.ry s.nC. fabricated metals-----< 

Pri:nary--------------------------: 
Fabricated, excluding e.lumi:ii.m, . 

cupp~r an::l. bra.as--------: 
Primar:t and fabricated aluminUI!l---: 
Ct~er---------------------------: 

!fa.chir..ery, exc.;:pt electrical-------: 
FtJ.!•::i r.~chinery 3.C-i equipm.e:it-----: 
Inci.us~rial c.ac't'.incry and eqaj.p-

:z:.;:-nt---~---------------: 

Office rnachine:a------------------: 
Elec-~ron!c coo;iuting equipment---: 
Ct!ler---------------------------: 

El~ct:::!.cal r.:r~ci.Jin~"!:'y----------------: 
Household. appliances------------: 
Electrical e~,11.!pment and ap\iara-

tus----------------------: 
Elect.rcnic cocponents, radio, and 

T. V. -------------------------: 
Other-----------------------------: 

Transportation equipment----.-------: 
Textiles e.nd e.pp<lrel--------------: 
Lumber, ._,-ood, and !'Urn1.ture--------: 
~inting iind p-...iblishing--------------: 
3t':)ne, clay, and glass product.a----: 
Instr\:!112nta--··-------------------: 
Ot!1er :'.lenufact·..trj ng-----------------: 

728 
•158 

71 
•140 

359 
795 

2,170 
461 
192 
551 
541 
258 
167 
311 
893 
248 

501 
••111 
••27 

3,001 
'*350 

1,209 
287 . 

••686·. 
469 . 

.. l,283 
.. 154 

.. 289 

575 
•265 

•5,648 
•279 : 
372 : 
173 : 
309 : 

•*767 : 
·••306 .: 

246 
y 

20 
y 11 

149 
501 
972 
202 
62 

168 
319 
98 

123 
202 
197 

52 

116 

29 
1,860 

309 

451 
237 

863 

936 
156 

204 

437 
135 

4,761 
175 
102 
95 
57 

486 
192 

Ji 26 
42 
63 
45 
44 
32 
30 
59 
38 
74 
65 
22 
21 

23 

20 
62 
88 

37 
83 

75 

73 
101 

71 

76 
52 
84 
63 
27 
55 
18 
63 
63 

Parent U.S. MNC1 

Amount 

4,827 

76 
y 

19 
·y5 

52 
439 
203 

45 
4 

14 
30 
36 
74 
62 
37 
6 

18 

13 
400 
155 

124 
43 

78 
425 
29 

123 

253 
20 

2,733 
104 

95 
44 
23 

158 
28 

Percent of 
Col. (l) 

28 

10 
y 

27 
y2 

15 
55 
9 

10 
2 
2 
6 

14 
44 
20 

4 
2 

9 
13 
44 

10 
15 

7 

33 
19 

43 ; 

44 
7 

48 . 
37 ; 
25 : 
25 : 
7 : 

20: 
9 

J;,( The value for "grain mill products" is included in the entry for .11 comb1na~ione." 

3rd country 
eff1J 1etes 

Percent of: 
Amount: Col. (l) . 

5,955 

170 
45 

l 
27 
97 
62 

769 
157 

58 
154 
289 
62 
49 

140 
160 
46 

98 
16 

0 
1,460 

154 

327 
194 

785 
511 
127 

81 

184 
119 

2,028 
71 

7 
51 
34 

328' 

164 

35 

23 
y 

l 
y 24 

27 
8 

36 
34 
30 
28 
53 
24 
30 
45 
l.B 
19 

19 

11 

49 
44 

27 
68 

68 

40 
83 

28 

32 
45 
36·: 
26 . 

2 
30 
11 
43 
54 

Source: U.S. Department of ~ommerce, Bureau of Economic .Anal.Teis, Int ... ioDal Investment Division. 

Note: ltTariff Commission estimate for entry suppressed by source agency. 

**Partly estimated by Tariff Commission in lieu of entry or entries suppressed by source agency. · 

Amount 

6,253 

482 
l/ 
-51 

y 221 
210 
294 

1,198 
259 
130 
383 
222 
160 

44 
109 
696 
196 

385 

115 

1,141 
41 

758 
50 

292 

347 
-2 

85 

138 
126 
887 
104 
270 
78 

252 
281 
l.l4 

: Percent 
of 

: Col. (l) 

37 

66 
l/ 
- 72 
1/74 

58 
37 
55 
56 
68 
70 
41 
62 
26 
35 
7B 
79 

77 

80 
38 
12 

63 
17 

25 

27 
-1 

29 

24 
48 
16 
37 
73 
45 
82 
37 
37 
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Table A-12.-Mar.ufactw-ed products: Change in World-vide exports of majority-ovned foreign affiliates (MOFAs) of U.S. MNCs, by affiliation 
of customers. by industry, 1966-70 

(Amgunt ip milliono of U.S. dollars) 

Increase or decrease (-) 

Amount Percent 

Industry To a1'!111ated customers To To affiliated customers To 
: Grand : 

3rd unaffiliated: Grand 
Parent To 3rd '!Jl&ffili-

; total ; Parent total e,ted Total U.S. country custaners Total: U.S. COWltry 
customers 

MNCs af'filiates Ml!C• affiliates 

All manufacturing--------; 8,186 : 5,303 : 2,630 2967.3 2,883 : 93 97 120 81 86 
: : 

food products---------------: 62 -46 : -711 31 108 9 -16 -50 22 29 
Gr.:iin mill products-------------: 63 ]/ y 38 - : y J.! 543 
Beverages--------------------: 12 -17 -10 -7 29 20 -46 34 -88 132 Combinations------------· ----: 57 ]/ 38 -16 16 82 69 : v 97 -76 145 59 Other----------------------: -70 -67 -51 -16 -3 -16 -31 -50 -14 -1 Paper and allied products----------: 262 148 112 36 114 49 : 42 34 138 63 Chemicals and allied products----:1,153 520 98 422 633 113 115 93 122 112 Drugs-----------------------: 283 116 31 85 167 159 135 221 118 182 Soaps and cosmeti.cs---------: 102 16 1 15 86 113 35 33 35 195 Industrial chemicals--------: 370 86 -2 88 284 204 105 -13 133 287 Plastics materials--------: 293 224 10 214 69 118 236 50 285 45 Combinations------------------: 103 8 -10 18 95 66 9 -22 41 146 Other--------------------------: 2 70 68 2 -68 1 132 1,133 4 -61 Rubber-------------------------- : 147 126 53 73 21 90 166 589 109 24 Prim::i.:cy anJ fabricated metals------: 501 39 7 32 462 128 25 -36 -~~ m :?rimary-----------------------: 134 -30 -6 -24 164 118 -37 
Fabricated, excluding alumin'.lm, 

copper and brass---------: 309 63 8 55 246 161 119 80 128 177 
Primary and fabricated aluminum---: 50 6 2 52 75 26 63 14 83 Otl1er----------------'-----------: 8 -1 42 100 

Machinery, except electrical------- :1,168 588 157 431 580 64 46 65 42 104 
Farm machinery and equipment----- : -17 30 57 -27 
Industrial machinery and equip-

-47 -5 11 58 -15 53 

443 164 ment--------------------- : 751 308 95 213 215 328 187 141 
Office machines---------------: 66 70 -10 Bo -4 30 42 -19 70 -7 
Electronic computing equipment----: 81 18o 15 165 188 13 26 24 27 181 Other------------------------ : 287 158 

Electrical machinery----------------: 653 612 273 339 41 104 189 180 197 13 
Household appliances-----------: -5 34 -19 51 -39 -3 .. 28 -..J.1 67 -105 
Electrical equipment and appar~ 

tus--------------------- : 213 167 111 56 46 280 451 : 925 224 118 
Electronic components, radio, and 

T. V. ---------------------- : 375 314 178 136 61 188 255 : 237 283 79 Other-------------------------- : 70 97 1 96 -27 36 231: 5 417 -18 
Transportation equipment---------- =2 ,930 2,611 1,774 834 319 108 121 : 185 70 56 Textiles and apparel------------ : 203 147 83 64 56 267 : 525 : 395 914 117 Lumbe:c, wood, and furniture------: 209 62 55 7 147 128 155 : 138 120 
Printing and publishin,g;--------- : 110 83 40 43 27 175 : 692: 1,000 538 53 
Stone, clay, s.nd glass products---: 162 -19 -29 10 181 110 : -25 : -56 42 255 
Instruments------------------- : 414 264 68 196 150 117 : 119: 76 149 115 
other manufacturing------------- ~ 212 168 16 152 44 226 : 700: . 133 1,267 63 

!/ The value :for 0 grain mill products" ie included in the entry for ~combinations. 11 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Division. 

, 



Table A-13.--Manufactured products: World-...,ide exports of U.!=: MNCs and of their MOFAs, by affiliation of custmr.er, 
by industry, 1966 

~~~~~~~~~~~~~~~~~~~-:-~~~-'"(Am.__o~un-...t.o-'1.iicilliono·dr~.s. d_o_l_l~a_r_•~>~~~~~~~~~~~~~~~~~~~~-
Grand total Exports of l!. S. MNCe Exports of 1-0FAs 

· · :To parent U.S. MNCs and 
: ' ';Intra-company exports; Total To MOFA.• . 3rd co\lntry affiliates Industry 
,Amount b: Y:Percen~ of: :Fercent of: Total Am Percent of 

~~~~~~~~~~~~~~~~~~.:.--.,...,-~"'-Amo--,~un~t~.....:.=-C~o~l~·.,....:.(l~)c....:.:~~.,-~Am_,.o~un,--t""-c-o~l~ • .,....:.(4...;.)~~~~"--~o~u-nt__,~-C~o~l~.,....:..(7~)~~ 
(l) (2) (3) (4) (5) (6) (7) (a) (9) 

22,541 9,842 44 13,692 4,363 32 8,849 5,479 All manufacturing---------------: 

Food products----------------------------: 
Grain mill products--------------------: 
Beverages------------------------------: 
Combinations--------------------------: 
Other---------------------------------: 

Paper and allied products-----------------: 
Chemicals and allied products--------------: 

Drugs---------------------------------: 
Soaps and cosmetics------------------: 
Industrial chemicals--------------------: 
Pl as ti cs materials-----------------------: 
Combinations----------------------------: 
other----------------------------------: 

Rubber-----------------------------------: 
Primary and fabricated metals------------: 

Primary---------------------------------: 
Fabricated, excluding alumim.nn, 

copper and brass----------------- : 
Primary and fabricated aluminum---------: 
other----------------------------------: 

Machinery, except electrical-----------~-~: 
Farm machinery end equipment-----------~-: 
Industrial machinery and equipment-------: 
Off'i ce machines-----------------------: 
Electronic computing equipment----------: 
Other---------------------------------: 

Electrical machinery--------------------: 
Household appliances-------------------~-: 
Electrical equipment and apparatus------: 
Electronic components, radio, and '.L'.V.---: 
other-------------------------------: 

Transportation equipinP.nt---------------: 
Textiles and apparel------------~---------: 
Lumber, wood, and furniture--------------: 
Printing and publishing------------------: 
Stone, clay, end glass productG---------: 
Instruments------------------------------ : 
other manufacturing-----------------------: 

l,406 
316 
99 

164 
827 
946 

2,973 
412 
193 

l,088 
515 
247 
518 
472 

l,534 
no5 

548 
343 
38 

4,h46 
751 

l,725 
Lo4 
900 
666 

2,0Th 
21•9 
824 
710 
291 

6,500 
2()0 
204 
157 
355 
771 
503 

441 
68 
50 
26 

297 
422 

l,113 
195 

97 
211 
296 
170 
1114 
213 
329 
116 

108 

105 

2,203 
480 
404 
283 

1,036 

699 
170 
197 
225 
107 

3,640 
52 
J1h 
38 

11,5 
421 

8.2 

l/ Figures in this column are th~ stms 11t' fikures 1; Co111. 
Y Figures in this colunm ar!'! the su..:M cf !'j,,?.1.res in Cols. 

31 
22 
51 
16 
36 
45 
37 
47 
50 
19 
57 
69 
28 
45 
21 
19 

20 
28 

50 
64 
23 
70 

66 

34 
68 
24 
32 
37 
56 
26 
22 
24 
41 
55 
16 

740 
221 

40 
81 

398 
413 

l,956 
234 
103 
!107 
267 
92 

353 
308 

l,142 
H491-

356 
H276·: 

0019-
2,613 
HJ84· 
l,267 
&0183 

•295 
*°484 
l,444 

90 
748 
510 

•"96 
3,782 

124 
••41 
0094 

208 
418 
409 

149 
40 
13 
15 
81 
69 

661 
109 

51 
129 
201 

Bo 
91 

137 
171 

••34 

55 
"°73 

*"9 
931 
201 
261 

••116' 
•195 

••158 
375 

48 
160 
102 

65 
1,490 

24 
••4 

••26 
69 

199 
58 

20 
18 
33 
19 
20 
17 
34 
47 
50 
14 
75 
87 
26 
44 
15 

7 

15 
26 
47 
36 
52 
21 
63 
66 
33 
26 
53 
21 
20 
68 
39 
19 
10 
28 
33 
48 
14 

Source: U.S. Department of CO!ilil'tt-rce~ Blll'"'!au of Econa:nic Anel.vaic, Internatiomtl InveAtment Division. 

~: *Tariff Commission est:tmate: for ~ntry supprea~P..d b:1 Aource agency. 

666 
95 
59 
83 

429 
533 

l,017 
178 

90 
181 
248 
155 
165 
164 
392 
ll.4 

192 
67 
19 

l,833 
•367·: 
458 
221 

•605 
182 
630 
159 
•76. 
200 

•195 
2,718 

76 
163 

63 
147 
353 
94 

**Partially estimated by the 'i'A.riff Coll11'1i.aaion in JiP.u 14'. '!ntry or entries su~preased by aourr.e agency. 

292 
28 
37 
11 

216 
353 
452 

86 
46 
82 
95 
90 
52 .: 
76 

l.58 
82 

53 

23 

l,272 
279 
143 
167 

683 

324 
122 

37 
123 

42 
2,150 

28 : 
40 
12 
76 

222 
24 

62 

44 
29 
63 
13 
50 
66 
44 
48 
51 
45 
38 
58 
32 
46 
40 
72 

28 

27 

69 
76 
31 
76 

87 

51 
77 
49 
62 
22 
79 
37 
25 
19 
52 
63 
26 



Table A-14.-lluniractured products: World-Yide exports of u.s. ll!ICs and or their llOFAs, by attiliatioc of customer• 
by industry, 1970 

(AmOUDt in llillions or u.s. dollars) 

Grand total Exports or u.s. Ill Cs Exports of lfJFAa 

Industry '.Intr~c:omp81Q' exports'. To KlFA!I 
: 'l'o parent !l.!I. Illies an~ 

:.Amount y; :Percent or; Total : Percent ol Total 
3rd countq; a!tiliates 

;.Amount 
: ercent of . 

: ,Amount y Col. (1) Col. (4) Amount : Col: (7) 
(1) (2) (3) (4) (5) (6) (7) (8~ (9) 

All manufacturing------------: 38, 753 18,489 49 21,718 7,707 35 l 7 ,035 10,7 2 66 

Food products-------------------: 1,790 6o8 34 l,062 362 34 728 : 246 34 
Grain mill products------------: 385 y y 227 106 47 •156·: y y 
Beverages--------:------------: 129 31 24 58 11 19 71 20 29 
Combinations--------------.-: 18o y 192 y 34 40 9 23 •140-: y 77 y 26 
Other---------.-------------: 1,096 385 35 737 236 32 359 149 42 

Paper and allied products---------: 1,404 651 46 609 150 25 795 501 63 
Chemicals and allied products------: 4,512 l,617 4o 2,342 845 36 2,170 972 45 
Druss-----------------: 822 340 41 361 138 38 461 202 44 
Soaps and ooametica-------------: 322 132 41 130 70 54 192 62 32 
Industrial ch""'1cals----------: l,749 349 20 1,198 181 15 551 168 30 
Plastics materials----------: 859 598 70 318 279 88 541 319 59 
Combinations---------------· - : 372 212 57 ll4 ll4 100 258·: 98 38 
Other-----------------·--: 388 186 48 221 63 29 167 123 74 

Rubber---------------------: 694 350 50 383 148 39 311 202 65 
Primary and fabricated metals------: 3,130· 475 15 2,237 278 l2 893 197 22 

Primary---------------------: 1,224 103 8" H976 H5l 5 248 52 21 
Fabricated, excluding aluminum, 

i31 copper and brass---------: l,055 247 23 554 24 501 116 23 
Primary and fabricated aluminun>-----: 744. 

125 15 
..627 H56 9 .. 117 

29 20 Other-------------------: 107 ••SO .. 40 50 ••27 
Machinery, except e]J!ctrical-------: 6,796 3,534 52 3,795 1,674 44 3,001 l,860 62 

Farm machinery and equipment-------: 742 501 68 .. 392 H192 49 •350 309 88 
Industrial machinery and equipment---: 2,903 908 3l 1,694 457 27 1,209 451 37 
O!fice machines--------------: 863 668 77 H576 H431 75 287 237 83 
Electronic computing equipment------.: 1,085 

1,457 64 
•399. •298 75 ••686 

863 75 Other---------------------: 1,203 .. 734 H296. 40 469 
Electrical machinery--------------: 3,343 1,511 45 2,060 575 28 , .. 1,283 936 i3 

Household appliances----------: 311 195 63 157 39 25 H154 156 101 
Electrical equipment and apparatus---: l,267 355 28 •9978 151 15 .. 289 204 71 
Electronic components• radio, and T. V. - : l,309 647 49 734 210 29 575 437 76 
Other------------------: 456 314 56 .. 191 175 92 •265 139 52 

Transportation equipment----------: 12,398 7,509 61 6,750 2,748 41 •5,648 4,761 84 
Textiles and apparel--------------: 523 272 52 244 97 40 •279 175 63 
Lumber, wood, end tun:iiture----------: 724 142 20 H352 .. 40 ll 372 102 27 
Printing and publishing-------------: 317 : 131 41 H144 H36 25 173 95 55 
Stone• clBiY • and glass products------: 576 143 25 267 86 32 309 57 18 
Instruments-------------------: J.,615 1,008 62 848 522 62 .. 767 486 63 
Other manuracturins--------------: 931 338 36 625 146 23 H306 192 63 . . 

jJ Figures in this column are the sums or. figures ~ Cols. (4( and m. 
y Figures in this colUllll are the sums or figures in Cols. (5) and (8). 

Source: U.S. Department or CoJJllleree, Bureau or Economic Analysis, International. Investment Division. 

~: • Tariff' Comission estimate for entry auppresaed ~y ·source agency. 
•• Partially estimated by the Taritt Commission in lieu of entry or entries ··suppressed by source agency. 
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Table A-15 .--Manutaetured products: Change in vorld-vide exports of' U.S. M!ICa and or their MlFAa by affiliation 
ot customer, by industry, 1966-1970 

Increase, or decrease (-) 

Amount Percent 

·: ·Exports of' 
Exports of' l«lFAs 

Exports ot 
Industry U.S. MllCS 

:Grand: Intr&- : 
U.S. M!ICI Exports of' MOFAs. 

Grand : Intra- : : To parent : To parent 
total '.co111Paey'. 

:To KlFAs Total·.:u.s. MllCS. &:total:COlllPUl1:T al'T MOFAs 'Total :U.S. MNC1 " · total · Total . : 3rd country : total : ot : o : : 3rd country 
affiliates .. a!filiates 

All manufacturing----: 16,212 8,647 8,026 3,344 8,186 5,303 T2 88 59 T7 93 97 

Food products------------: 384 167 322 213 62 -46 27 38 44 143 9 -18 
Grain mill products-------: 69 y 6 66 63 y 22 y 3 165 66 y 
Beverages----------------: 30 -19 18 -2 12 -17 30 -38 45 -15 20 -46 
Combinations---------: 16 g; 98 -41 -6 57 y 38 10 : g/104 -51 -40 61 y 97 
Other------------------: 269 88 339 155 -70 -67 33 30 85 191 -16 -31 

Paper and allied products---: 458 229 196 81 262 148 48 54 47 117 49 33 
Chemicals and allied products--< 1,539 704 386 184 l,153 520 52 63 20 28 113 115 

Drugs--------------------: 410 145 127 29 283 116 100 T4 54 27 159 135 
Soaps end cosmetics------: 129 35 27 19 102 16 67 36 26 37 22 35 
Industrial chemicals-------: 661 138 291 52 370 86 61 65 32 40 204 105 
Plastics materials---------: 344 302 51 78 293 224 67 102 19 39 ll8 236 
Combinations-----------: 125 42 22 34 103 8 51 25 24 43 66 9 
Other---------------------: -130 42 -132 -28 2 TO -25 29 -3T -31 l 132 

Rubber------------------: 222 137 75 11 147 126 : 4T 64 24 8 90 166 
Primary and fabricated metals-: 1,596 146 1,095 lOT 501 39 104 44 96 63 128 25 

Primary---------------: 619 -13 485 lT l34 .;30 102 -ll 99 50 118 -37 
Fabricated, excluding alu-

mintml, copper and 
brass------------: 507 139 198 76 309 . 63 93 129 56 138 161 119 

Primary and fabricated 
aluminum---------: 401 351 -17 50 

6 
117 127 -23 75 

other---------------: 69 20 61 31 8 182 19 321 344 42 35 
Machinery, except electrical-: 2,350 1,331 1,182 T43 1,168 588 53 60 45 80 64 46 

Farm machinery and 
equipment------------: -9 21 8 -9 -17 30 -l 2 -4 -5 11 

Industrial machinery and 
427 equipment------------: 1,178 504 196 T51 308 68 125 34 75 164 215 

Office machines-----------: 459 385 393 315 66 TO 114 136 215 272 30 42 
Electronic co111Puting 

equipment----------: 185 421 
104 103 81 

180 
21 35 53 13 

other---------------------: 537 250 138 287 81 41 52 87 158 26 
Electrical machinery---------: 1,269 812 616 200 653 612 63 116 43 53 104 189 

Household appliances------: 62 25 6T -9 -5 34 25 15 74 -19 -3 28 
Electrical equipment and 

apparatus------------.-: 443 158 230 -9 213 167 54 80 31 -6 284 451 
Electronic components, 

·radio t and T. V .~-----: 599 422 224 108 375 :iJ.4 84 188 41: 106 188 255 
other--------------------: 165 207 95 110 70 97 57 193 99 169 : 36 231 

Transportation equipment-----: 5,898 3,869 2,968 l,258 2,930 2,611 91 106 78 84 108 121 
Textiles and apparel-------:. 323 220 120 73 203 147 162 423 97 304 267 525 
Lumber, wood, and :furniture---: 520 98 311 36 209 62 255 223 759 900 128 155 
Printing and publishing-----: 160 93 50 10 110 83 102 245 53 38 175 692 
Stone, cley, and gla.es 

22i products-------------: -2 59 17 162 ,.19 62 -1 28 25 110 -25 
Instruments------------: 844 587 430 323 414 264 109 140 103 162 117 119 
other manufacturing--------: 428 256 216 88 212 168 85 312 53 152 226 700 

Source: Tables A-13 and A-14. 
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Table A-16.--Manufactured products: \lorld-vide intra-company trade!/ of majority-owned foreign affiliates (MvFAs) 
and the parent U.S. MBCs, by industry, 1966 

lnduetJ")' 

Total 
iatra
c-y 

(AJDounto ip ·milliQM pf U S dgJJarel 

Exports of MOF.Aa 

Total . ~To parent U.S. MNCs To affiliates in 
3rd countries Al 

Imports of MOFAs from 
parent U.S. MNQi 

'.trade ?J 
Amount Percent ot Amount Percent of 

------------:----'.--,.,,---:';--~J~Z--:--~c~otl.%\'"(l~l....._:---;;;;--~~C""o:l· (3) 
(lJ ~ \L} (J) (4) (5) 

:Percent of 
Amount Col. ( 3) 

(6) (7) 

Amount 

(8) 

4,363 

: Perceqt of 
Col. (1) 

(9) 

All manufacturing-----------: 9,842 5,479 56 2,197 

}'ood· products----·--------·--: 
G!"o.in mill [Jroducts------:--: 
Beveraees;-------------------: 
Combinations---------------: 
Other----------------------: 

Paper a.r.d alliF.-d 'products-------: 
Chemicals and allied pr~ucts----: 

Drugc--------'-------------: 
Soaps 8.nd COSMCtica--------: 
Industr-ial chel!l.icals -: 
Plo.stics materials--------: 
Combina.tions---------------~: 

Other-------------------.---: 
Rubber---------------------: 
Primary and fabricated metals----: 

Primary---------------: 
Fabricated, excluding alu.minuin. 1 • 

copper and 'brass--------: 
Primary and fabricated aluminum--: 
Other-----------------------:, 

Machinery, except electrical----: 
Fai-m m&.chir~ery a..'ld equipment----:· 
Industrie.J. mac;h1nery and equip-

ment--------------- :. 
O!"fice machines------------: 
Electronic computing equipment--: 
Other-------------------: 

Electrical machinery-----------:: 
Household e.ppliances------: 
Electrical equipment and appa.ra·· 

tus-------------------: 
Electronic components, radio, and 

T. V. ----------------: 
Otiler-------------------: 

T1·a.naportation equipment----~-: 
Te:xtile& and apparel---------: 
Lumber._ wood, and f'urniture-----: 

·Printing end :publi3hing--------: 
Stone 1 clay, and glass products--.-: 
In&tr,uments-------... --------: 
-Other manufacturing----:---'------:, 

441 
68 
50 
26 

29J 
422 

1,113 
195 

97 
211 
296 
170 
144 
213 
329 
116 

108 

105 
2,203 

4116 

404 
283 

1,036 

699 
170 

197 

225 
107 

3,640 
52 
44 
38 

145 
421 

82 

292 
28 
37 
11 

216 
353 
452 
86 
46 
82 
95 
90 
53 
76 

158 
82 

53 

23 
1,272 

279 

143 
167 

. 683 

324 
122 

37 

123 
42 

2,150 
28 
40 
12 
76 

222 
24 

66 153 

. 74 

73 
84 
41 
44 
47 
39 
32 
53 
37 
36 
48 
71 

49 

58 
58 

35 
59 

66 

46 
72 

19 

55 
39 
59 
54 
91 
32 
52 
53 
29 

Y-
29 

2/ 21 
- 103 

327 
105 

14 
3 

16 
20 
46 
6 
9 

30 
12 

10 

s 
243 
98 

29 
53 

63 

152 
46 

12 

75 
19· 

959 
21 
40 
4 

52 
90 
12 

40 

52 

78 

35 
93 
23 
16 
7 

20 
21 
51 
12 
13 
19 
15 

19 

19 
35 

20 
32 

~ 
47 
38 

32 

61 
45 
45 
75 

100 
33 
68 
41 
55 

3,282 

139 
7 
8 

11 
113 
26 

347 
72 
43 
66 
75 
44 
47 
67 

128 
70 

43 
14 

l 
1,029 

181 

114 
114 

620 

172 
76 

25 

48 
23 

1,191 
7 
0 
8 

24 
132 
10 

60 

48 

22 

65 
7 

77 
84 
93 
80 
79 
4'1 
89 
87 
81 
85 

79 

81 
65 

80 
68 

91 

53 
62 

68 

39 
55 
55 
25 

0 
67 
32 
59 
45 

149 
40 
13 
15 
81 
69 

661 
109 

51 
129 
201 
80 
91 

137 
171 

••34 

55 
••73 
••9 
931 
201 

261 
.. 116 

•195 
••158 

375 
48 

160 

102 
65 

1,490 
24 

**4 
••26 

69 
199 

58 

y This total encompasses all intra-company trade, except tor the imports by MOFAs from minority-ovned affiliates in 3rd countries and 
the imports by minority-owned foreign affiliates from the parent U.S. corporations; data regarding imports by such affiliates are not 
available. Imports by minority-owned foreign affiliates are included in the data on ex.ports by parent U.S. MNCs to foreign customers 
other thanMOFAs (see Tables A-7 through A-9). 

Y Total trade is the sum of total exports in Col. 2 and total imports in Col. 8. 
3/ Column 2 is the sum of Columns 4 aDd 6. 
It Both majority- - and· miilotity~ovnacl"fotU&n affiliates are included. 

Source: u.s. Department of Commerce, Bureau of Economic An~eie, International Investment Division. 

~: *Tar1r:r-coI11111ission estimate· for ·entry liuppreaiectoy-eource ·agimcy; 
••Partly estimated by the Tariff' Commission in lieu of entry err entries supp,reesed by source agency. 

\ 

44 

34 

26 

27 
16 
59 
56 
53 
61 
68 
47 
64 
66 
52 
29 

51 

46 
42 

65 
41 

54 
28 

81 

45 
61 
41 
46 
9 

68 
48 
47 
72 
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Tabla A-11.--Manufactured products: World-vide intra-comp~ trade}) of ma,lority-ovned foreign affiliates (MOFA•) 
O and tbe parent U.S. MNCs, by industry, 1970 

Industry 

Total 
intra-· 
comp~ 

~trade Y 

(1) 
All manufacturing-------------: 18,489 

Food products----------------------: 
Grain mill products----------: 
Beverages-----------------------: 
Combinations-----------------: 
Other-----------------: 

Paper and allied products--------: 
Chemicals and allied product a------: 

Drugs-------------.------: 
Soaps and cosmetics---------: 
Industrial chemicals-----------: 
Plastics materials---------------: 
Combinations-----------------: 
Otber---------------------------: 

Rubber----------------------: 
Primary and fabricated metals------: 

Primary-----------------------: 
Fabricated, excluding aluminum, 

copper and brass----------: 
Primary and fabricated aluminum----: 
Other--------------------: 

Machinery, except electrical--------: 
Farm machinery and equipment-----: 
Industrial machinery and equiP-

tnmllt--------------'-----: 
Office machines---------------: 
Electronic computing equipment----: 
Other---------------------------: 

Electrical macbinery----------------: 
Household appliances------------: 
Electrical equipment and a:Ppa-

ratus--------------------: 
Electronic components, radio, and 

T. V. _.----------------------: 
Otber-----------------: 

Transportation equipment----------: 
Textiles and apparel-----------: 
Lumber, wood, and furniture-----: 
Printing and Wblisbing--------: 
Stone, clay, and glass products-----: 
Instruments------------------------·: 
Other· manufacturing-------------: 

608 
y 

31 
g,/·192 

. 385 
651 

1,817 
340 
132 
349 
598 
212 
186 
350 
475 
103 

247 

125 
3,534 

501 

908 
668 

1,457 

l,511 
195 

355 

647 
314 

7 ,509 
272 
142 
131 
143 

1,008 
338 

(Amount in milliops or y.s. dollars) 

Total 

Amount 

(~ 
10, 782 

246 
g/ 

20 
y 77 

149 
501 
972 
·209' : 

62 
168 
319 

98 
123 
202 
197 

52 

116 

29 
1,860 

309 

451 
237 

863 
936 
156 

204 

437 
139 

4.,761 
175 ,. 
102 

95 
57 

486 
192 

Percent or 
Col. (l) 

(J) 
58 

40 
30 
65 
40 
39 
77 
53 
59 
47 
48 
53 
46 
66 
58 
41 
50 

47 

23 
53 
62 

50 
35 

59 
62 
80 

57 

68 
44 
63 
64 
72 
73 
40 
48 
57 

Exports or MOF.M 

·~To parent U.S. MllCa 

Amount 
(4) 
4,827 

76 
y 

19 
Y5 

52 
439 
203 

45 
4 

lli. 
30 
36 
74 
62 
37 
6 

18 

13 
400 
155 

124 
43 

7~: 
425 

29 

123 

253 
20 

2,733 
104 

95 
44 
23 

158 
28 

Percent of 
Qol. (3) 

(5) 
47 

31 

95 
6 

34 
88 
26 
22 

6 
·8 

9 
39 
60 
31 
19 
13 

16 

45 

22 
50 

27 
18 

45 
19 

60 

58 
14 
57 
59 
93 
46 
40 
33 
15 

To affiliates in 
3rd countries 4J 

:Percent of 
Amount Col. (3) 

(6) 
5,955 

170 
45 

l 
27 
97 
62 

769 
157 

58 
154 
289 

62 
49 

140 
160 

46 

98 

16 

1,460 
154 

327 
194 

785 

511 
127 

Bl 

184 
119 

2,028 
71 

7 
51 
34 

328 
164 

(/) 

53 

69 

65 
12 
74 
78 
94 
92 
91 
61' : 
40 
69 
81 
88 

85 

78 
50 

73 
82 

91 

35 
73 

40 

20 
86 
43 
41 

7 
54 
60 
67 
85 

Imports or MOFAs from 
parent U • S. MllCI 

Amount 
(8) 

7 ,707 

362 
106 

11 
9 

236 
150 
845 
l38 
70 

181 
279 
114 

63 
148 
278 

"*51' 

131 
"*56 
••4o 

1,674 
192 

457 
.. 431 
••298 
••296 

575 
39 

151 

210 
175 

2,748 
97 

""40 
"*36 

86 
522 
146 

:Percent 
Col. ( 

(9) 

y 

y 

1/ This total encompasses ai1· intra-company trade, except for the imports by MOFAs from minority-owned affiliates in 3rd countries an 
the im~orts by m.inority-owned·fo:reign.aftiliat-es trom.·.the· parent U·;S. corporations; data regarding imports by such affiliates are not 
available. Imports by minority-owned foreign affiliates are included in the data on exports by parent U.S. MNCs to foreign customers 
other than MOFAa (see Table• A-7 througb A-9). 

"}j Total tre.de is tbe sum of total exports in Column 2 and total imports in Column 8. 
fl Column 2 is the sum of Columns 4 and 6. 
!/ Both majority- and minority-owned foreign affiliates are included. 

Source: U.S. Department of Commerce, Bureau ot Economic Ana.l.ysie, International Investment Division. 

Notes: *Tariff Commission estima1;e·for entry. suppreaaed ,.lly.~aaurce agency. 
*"Partly estimated by tbe Tariff Commission in lieu of· entry or entriea .auppressed by source agency. 
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Table A-18-Manufactured products: Change in vorld-vide intra-c~ trade ot maJority-ovned foreiim affiliates (NOFAs) 
and parent U.S. multinational cc>rporat1DDll (MIC•~·. b7 1Dduetry, 1966-70" 

Industry 

All manufacturing----: 

Food products----------: 
Grain mill products-----: 
Beverages---------: 
Combinations---------: 
Other----------,--: 

Paper and allied. products---: 
Chemicals and allied pro-

ducts------------: 
Drugs-------------: 
Soaps and coameti~s-----: 
Industrial chemicals----\ 
Plastics materi&ls------: 
Combinations-----------: 
Other--------:-------: 

Rubber------------------: 
Primacy and fabricated 

meta.ls-----------·-: 
Primary-----------------: 
Fabricated, excluding 

aluminum., copper and ; 
brass-------------: 

Primacy and fabricated 
aluminum-------------: 

Other----------------: 
Machinery, except electri-

cal----------------: 
Fem machinery and equip- : 

ment---------------: 
Industrial machinery and 

equipment----------: 
Office machines-----------: 
Electronic computing 

equipment~---.:.. ____ : 
Other--------------: 

Electrical machinery-----: 
Household appliances----: 
Electrical equipment e.nd 

apparatus-----------: 
Electronic components, 

radio , and T. V . ------: 
Other-------------: 

Transportation equipment--: 
Textiles and apparel-------: 
Lumber, wood, and furni-

ture-------------: 
Printing and publishing-----: 
Stone, clay, and glass 

products-------------: 
Instruments--------------: 
Other manufacturing------: 

Total 
intra
co-
trade 

167 
98 

-19 

88 
229 

704 
245 

35 
136 
302 

42 
42 

137 

146 
-13 

139 

20 

1,331 

21 

504 
385 

421 

612 
25 

158 

422 
207 

3,869 
220 .• 

98 
93 

-2 
567 
256 

Source: Tables A-16 and A"_l7. 

!Am9unta· in mu•r• of u.s. doll.us) 

Iner ... •, or decrease (-) 

Alllount 

Exports ot MOFAs 

Total 

5,303 

-46 

To 
parent 

U.S. 
MR Cs 

2,630 

-77 
38 

-11 : • -10 

-67 
148 

520 
116 
16 
86 

224 
8 

·70 
126 

39 
-30 

6 

30 

308 
70 

180 

612 
34 

167 

314 
97 

2,611 
147 

62 
63 

-19 
264 
168 

-16 
. -51 

112 : 

98 
31 
l 

-2 
10 

-10 : 
6a, 
53 

7 
-6 

8 

5 

157 

57 

95 
-10 

15 

273 
-19 

lll 

178 
l 

1,774 
83 

55 
40 

-29 
68 
16 

To 
affiliates 

in 3rd 
countries 

2,673 

31 
54 
-7 

-16 
36 

422 
85 
15 
88 

214 
18 

2 
73 

32 
-24 

55 

1 

431 : 

-27 

213 
Bo 

165 

339 
51 

56 

136 
96 

837 
64 

7 
43 

10 
196 
154 

Imports or 
llOPAs 

rrom parent 
U.S. MllCe 

213 
66 
-2 
-6 

155 
81 

184 
29 
19 
52 
78 
34 

-28 
11 

107 
17 

76 

14 

743 

-9 

196 
315 

241 

200 
-9 

-9 

108 
110 

1,258 
73 

36 
10 

17 
323 
88 

Total 
trade 

88 

38 
104 
-74 

30 
54 

63 
126 

37 
"65 
102 

25 
29 
64 

44 
-11 

129 

19 

60 

125 
136 

41 

116 
15 

80 

188 
193 
106 
423 

223 
245 

-1 
139 
312 

Percent 

Exports ot MOFAs 

Total 

97 

-16 
97 

-46 

-31 
42 

115 
135 

35 
105 
236 

9 
132 
166 

25 
-37 

119 

26 

46 

11 

215 
42 

26 

189 
28 

451 

255 
231 
121 
525 

155 
692 

-25 
119 
700 

To 
parent 
u.s. 
MNCs 

120 

-50 

-34 
-76 

To 
affiliates 

in 3rd 
countries 

81 

22 
300 
-88 

-50 : • -14 
34 

93 
221 

33 
-13 

50 
-22 

1,133 
589 

23 
-50 

80 

63 

65 

58 

328 
-19 

24 

180 
-41 

925 

237 
5 

185 
395 

138 
l,000 

138 

122 
118 

35 
133 
285 

41 
4 

109 

25 
-34 

128 

7 

42 

-15 

187 
70 

27 

197 
67 

224 

283 
417 
70 

914 

538 

42 
148 

1,267 

Imports of 
MOFAs 

from parent 
u_.s. MNCs 

77 

143 
165 
-15 
-40 
191 
117 

28 
27 
37 
40 
39 
43 

-31 
8 

63 
50 

136 

17 

80 

-4 

75 
272 

66 

53 
-19 

-6 

106 
169 
84 

304 

900 
38 

25 
162 
152 
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Table A-19 .--United States: Exports of manufactured products, ~otal and MNC-related, by industry, 1966 and 19i0 

(In millions of U.S. dollars) 

1966 1970 Increase, or decrease (-) 

MNC-related MllC-related Amount PerceRt 

Industry Total By' or thru : Total : By' or thru MNC-related MIC-related 
U.S. : MllC parents U.S. : : MJIC parents : '~·-------· 

total : : Percent . : Percent : total : : Percent : : Percent : U.S. : By, or U.S. =--By, or 
: Amount : of u. S. : Amount : of MNCs '. '. Amount '. of U .s. '. Amount : of MJICe : total : Total : thru total Total : thru 
· · total · · total · · · total · : total : : : parent : parent 

..._ __ _.._.MN...,.O!._. ~·---' J!llCs 

All manu1'acturins-·-------

Fo0d products· 
Grain mill products-------__, 
Beverages · 
Combinations-----------= 
Other--------·-

___ _.~ 
Paper and allied products------: 

Ch ... icale and allied products· 
Druga-
Soaps and cosmetics---------: 
Industrial cbsicala--------< 
Plastics materials--------< 
Combinatioll.8 -f 
Other-------·------4 

Rubber-·--------------< 

Primar7 and fabricated metals..:---; 
Primar)' I 

Fabricated, exclu41ng aluminum, 
copper, and b;'au·a --.----1 

Primary. and fabricated aluminum--i 
Other · 

M4ch1ne17, escept electrical-~ 
,...... mac~ and equipnent 
Industria1 'Mcb1ner:r '1""1 equipment 
Office macb1nes----r:.... 
Electronic computing/ equipnent---i 
other---- ' 

El.ectric!J. macb1Qlll7 
Household appliances _, 
Electrical equipient and apparatus-! 
El;tronic components, radj,_o, and ( 

Otb.er--~~--~~-~--1t 
Transportation 8qu1pnent ~ 
Textiles and apparel -1 · 
Lumb el", wood, and turn~ ture- · 
Printing and publiab1ngf---~'"--t· 
Stone, clay, and glaaa producta-----i 
Instruments---- ~ 
Other manufacturing--- ~ 

21,227 : 13,692 

558 
22l 
12 

325 

677 

2,677 
269 

93 
1,034 

473 
sos 

427 

1,781 
676 

1,105 

5,548 
629 

2,819 
285 
272 

1,543 

740 
221 
'40 
81 

398 

413 I 

1,956 
234 
103 
907 
267 
92 

353 

3o8 

1,142 
H491 

356 
"276 
.. 19 

2,613 
**384 
1,267 
**183 
**295 
**484 

1,899 :**l,444 
130 : 90 
544 : **748 

584 
.641 

3,715 
804 
256 
262 
278 
738 

.1.6o7 

510 
**96 

3,782 
124 

••41 
H94 
208 
418 
409 

65 : 12,766 

132 
100 
333 

147 

61 

73 
87 
lll 
88 
56 

55 

72 

610 
186 
31 
15 

378 

398 

1,832 
226 
94 

865 
241 
80 

326 

280 

64 1,094 
73 **484 

: 341 
59 : **252 

Hl7 

47 2,510 
61 **359 
45 1,233 
64 **179 

108 "266 
31 **473 

76 **1,349 
69 78 

138 732 

87 493 
15 91 

102 3,420 
15 118 
16 **35 
36 **89 
75 185 
57 399 
25 : 402 

93 

82 
84 
78 
19 
95 

96 

94 
84 
91 
95 
90 
87 
92 

91 

M 
99 

M 
n • 
% 

" 9T 
98 
~ • 
9T 
~ 
98 

9T 

" 
~ 
95 
~ 

" • " • 

34 ;969 : 21, 718 

2,578 
578 
87 

1,913 

1,109 

4,012 
511 
154 

l,702: 
941 

704 

344 

3,749 : 
1,700: 

1,356: 
336 : 
358 : 

7,917: 
372: 

4,181.: 
358: 

1,243 : 
1,163: 

3,007: 
172: 
729: 

1,628: 
478 : 

6,539: 
724: 
741: 
335: 
477: 

1,315: 
2,121: 

l,062 
227 ·: 

H58 
40 

H737 

609 

2,342 
H361 
**130 
l,198 
.. 318 

114 
221 

383 

2,237 
976 

554 
627 
80 

3,195 
**392 
1,694 

576 
**399 

134 

2,060 
157 

**978 

**734 
••191 

6,750 
244 

**352 
144 
267 
848 
625 

~Partly estimated by the Tariff commission in lieu of entry or entries auppi88Bc!apytlies0urce agency. 
'!/ Tbe ve.J.ue. for "other" machinery 1a included in the entry for n industrial machinery and equipment." 

62 : 20,598 

41 
39 
67 
41 

55 

917 
199 

**52 
9 

**657 

529 

58 : 2,292 
71: **359 
85 : lll 
70 :**l,184 
34 : ••315 

48; 

111 

114 
209 : 

383 .. 

60 : 2,174 
58 : **945 

41 : 522 
187: **627 
22: **80 

48 3, 749 
105 **392 

41 l,664 
161 576 

32 **388 
42 729 

69 :**2,042 
91 : 151 

i34 : **975 

45 : **728 
38: **188 

103 **6,157 
34 242 
48 **352 
43 H117 
56 264 
65 802 
30 578 

95 

86 
88 
90 
23 
89 

87 

98 
99 
85 
99 
99 

100 
95 

100 

97 
97 

94 
100 
100 

99 
100 

98 
100 
97 
99 

99 
96 

100 

99 
98 

91 
99 

100 
81 
99 
95 
92 

13,742 8,026 

2,020 
357 
75 

1,588 

432 

1,335 
242 

61 
668 
468 

-104 

-83 

1,968 
1,024 

718 
170: 

57 : 

2,369: 
-257: 

1,362: 
73: 

971: 
220: 

1,108 
42 

185 

1,04.4: 
-163: 

322 
6 

18 
-41 
339 

196 

386 
127 

27 
291 

51 
22 

-132 

75 

1,095 
485 

198 
351 

61 

1,182 
8 

427 
393 
104 
250 

616 
67 

230 !· 

224 
95 

2,824 2,968 
-Bo 120 
485 311 
73 50 

199 59 
577 430 
514 216 

Source: OECD, C~~odity Trade: Extort.Si United N8.tione, World Ti-ade.Annual, 6tatist1Ca.1 ·Papers, series Dj ·vol. XX., Commodity Trade Statistics, 
1970; and official statistics of the U,. S. Department of Commerce, including. Bureau of the Census EA ~.75 )J. ~ • .Exp.'?J:.t.a-£or consunmtion and General 
Bzports. MNC data .sourca:. U.S. Depa'J~ment of Commerce, Bureau of International Commerce, International Investment Division. 

7,832 

307 
13 
21 
-6 

279 

131 

460 
133 

17 
319 
14 
34 

-117 

103 

l,080 
461 

181 
375 
63 

1,239 
33 

431 
397 
122 
256 

648 
73 

243 

235 
9T 

2,737 
124 
317 
28 
79 

403 
176 

65 

362 
162: 
625 : 

487 

64 

50 
90 
66 
65 
99 

-13 

-19 

111 
151 

ll3 
102 

19 

43 
-41 

48 
26: 

357 : 
14: 

58 
32 
34 

179: 
25: 

76 
10 

189 
28 
72 
78 

313 

59 

44 
3 

45 •. 
-51 
85 

47 

20 
54 
26 
32 
19 
24 

-37 

24 

96 
99 

56 
127 
321 

45 
2 

34 
215 
35 
52 

43 
74 
31 

44 
99 

78 
97 

759 
53 
28 

103 
53 

61 

50 
7 

68 
-4 
74 

33 

25 
59 
18 
37 
31 
43 

-36 

37 

99 
95 

53 
149 
371 

49 
9 

35 
222 
46 
54 

li6 
94 
33 

48 
laf 

80 
105 
906 

31 
43 

101 
44 
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Table A-20.--Manufactured Products: Penetration of foreign markets by U.S.-owned firms, by industry, 1966 

(Amount in millions of_U.S. dollars) 

U.S. exports Foreign sales of all affiliates of U.S. multinational corporations 

Industry 
~t!:~~!nU~~· £~::~;0 ; By all firms MNC-related Total : Sales of major.Hy-owned affiliates 

: markets (equals 
column 2 plus 

column 6) :Amount 
,; 
\ 
~ 

1J l ma.m.i.!ai:turing----------: 

Foo-! proi!uc-:.:;---------------------: 
Gra.ir. cii:: ;:.rodu.::ta-----------· 
Eeveragt>~- -----------~----------·-: 

~~~~;:~::~~~::::::::::::::::=::::·~ ) 
Paper c..nd !llliE:d ~rodc.:t:;--------: 
:hem.!.:o.l! enc! alEcd p!'oducts-----: 

Drugs-----------------------: 
Soaos and co::m:!tic3----------.: 
Ind~str ia.l cl~c:-::i-::r~ls------------·: 
Plastic::: r:i::::t~:-ials-----------: 

g~:!;~~~=~~~=::::::::::::::=:=--=== ~ } 
Rubbc:--------------.:..-----------: 
Primary e.nd !abr:!.cs.teC. meta.ls------.: 

Prir.ar:,·---------------------: 
Fabricr.t'tea. ax~l_ud!.n.g :tlu=.inu:n, ~} 

copper e..'la eras!:--------· 
Pritiar)'" and !'abricat..:!ci e.lu:;im.:m---f 1 

:~:~~~~;:-:~~~;~-~:~~~~===--==--=t; 
Fern tta.ch!ne!"y and e~uipment-----1: ! 
Indll3trial t:a.cC.i!:).e~r ::..nC. e1,uip- ':; 

ment--------------------·: · 
Ottice :i:.a.chines-------------: \. 
Electronic com:;iuti.og; eq_uipcent---.: lf 
Othe:t·------------------------: · 

Elcctr ic'll t:ia.chinery-----------~. 
Hous~;,.old a:;iplia."lcE:s-----~--·. 

Elect~,!:::_~~~~~~~~=--~~} 
Electronic component.a, rs.dio, and : · 

T. V. ---. -----------: · 
Ot.:Cer-----------------------: 

Transportation equipment--------: 
Te7..til~s and apparel--------~-: 
Lumber, vood. a.r.d :f\J.rniture-------: 
Printir.g and ;iublishin~-------:: 
Stelle, cla:;, and glass products---: 
Instruments-------------------: 
Other menu!'ai;-:tu:-ing-------~---;1 - :: .. _ ... __ ..... _ .. -- -

72,206 : 21,227 

. 6,335 
1,173 

793 

4,369 

2,365 
10,799 

1,942 
1,730 
2,418 
2,02.l 

2,688 

2,613 
6,808 
1,372 

558 : 
221 : 

12 : 

325 

677 
2,677 

269 
93 

1,034 
473 

sos 
427 

1,781 
676 

5. 436_ : . l,.105. 

12 ,189 : . 5,548 
1,559 : 629 

ii 7 .675 ~,.362 
2,955 : 551 
11 : !/ 
1i,87J ; '.l.,899 

3,033 

l,371 

2,469 

14. 793 
1,621 
l,057 

644 
1,402 
2,209 
2,498 

130 

544 

1,225 

3,715 
804 
256 
262 
278 
738 

1,607 

Percent 
of 

column 1 

:Percent 
Amount : of 

=column 2: 

22 •. 4 

a.a 
18.8 
1.5 

7 .4 

28.6 
24.8 
13.8 

5.4 
42.8 
23.4 

30.l 

16.3 
26.2 
49.3 

20.3. 

4J';5 : 
40.3: 

13 ,692 : 

740 : 
221 : 
40 : 

479 

413 
1,956 

234 
103 
907 
267 

445 

308 
1,142 
••491· 

**651 : 

2,613: 
!*384": 

y 56.8 Y.,~.751": 
18.8 : . •<f,78": 
!/ ; !/ ; 
27 .6 : 1,444 : 
4.2 : 

39. 7 

49.6 
25.1 
49.6 
24.2 
4o. 7 
19.8 
33.4 
64.3 

90 : 

748 

6o6 

3,782 
124 

41 
94 

208 
418 
409 

65 ; 

132 : 
100 : 
333 : 

147 

61 
73 
87 

111 
88 
56 

55 
·r2 
6~ 
73 

59 

47 
61 

y 40 

85.8 

!/ 
076 
'6? 

138 

495 

102 
154 
16 
36 
75 
57 
25 

Amount 

50,979 

5, 777 
952 
781 

4,oll4 

1,688 
8,12~ 
1,673 
1,637 
1,384 
1,548 

l,88o 
2,186 
5,027 

696 

**4,331 

.. 6,641 
Jf'""~no 

Percent : Total 
of. : : Percent : 

:column. 1 : Amount of : 

1n,6 

91.2 
81.2 
98.5 

92.6 

71.4 
75.2 
86.2 
94.6 
57 .2 
76.6 

69.9 
83.7 
73.8 
50. 7 

79.7 

54.4 
59.2 

44,668 

5,498 
922 
637 

3,939 

1,515 
7 ,301 
1,554 
1,617 
1,155 
1,203 

1,772 

1,798 
4,317 

563 

J,754 

6,283: 

: column 6 : 

87 ,6 

95.2 
96.8 
81.6 

97.4 

89.8 
89.9 
92.9 
98.8 
83.4 
77 .7 

91.0 

82.2 
85.9 
80.9 

sr..1 

JI 930;. 
9)1.6 

NA 

y 3,313 ; y 43.2 : y3,oa5 : !f· 93.1 

••2,398 

11 
4,974 
2,903 

**827 

Hl,244 

••11,078 
**817 

·801 
382 

1,124 
1,471 

891 

81.2 

!/ 
72.4 

95. 7 

60.3 

50.4 

74.9 
50.4 
75.8 
59.3 
80.2 
66.6 
35. 7 

2,268 
y 

4,148 
2,278 

747 

1,123 

9,406 
719 
229 
354 
866 

1,412 
822 

94.6 

!/ 
83.4 

78.5 

90.'3 

90.3 

84 .9 
88.0 
28.6 
92. 7 
77 .1 
96.0 
92.3 

11u ..... a, -.1.cu-ui 1,.;omniission 9Stimatd. fi>r" pntry suppressed by source- ngeACy. 
HPartiBJ..l.7 estimated by the. Taritt Commission in lieu of entry ot ent.t;l.ee euppteued by. t.b.et-1 source 8gency · 

!/ The value tor "other" machi~ery is i.D.Cluded in the entry tor "industrial machinery and equipment. 11 

Y Sal.es ot minority-owned roreign a.tt111ates include. a small but indeterminft.te residual amount of exports to the United States. 
'JI No break-out of ~nority-ovned attlli!.tes' roreign sales is available. 

Local sales 

! Percent 
Amount I of : 

38 ,538 

.. 5,021 
833 
607 

3,581 

1,400 
6,448 
1,391 
1,530 
1,000 
1,007 

1,520 

1,652 
3,973 

467 

3,506 

4,710 
~fiO 

!/ 2,508 

1,542 

lto1 
2,004 

691 

1,006 

7. 762 
669 
209 
299 
776 

l,171 
747 

f-column .8 : 

86.3 

91.3 
90.4 
95.3 

90.9 

92.4 
88.3 
89.5 
94.6 
86.6 
83.7 

85.8 

91.9 
92.0 
83.0 

. !la.~ 

75.8 
71.0 

!/ 81.3 

68.o 

aV.a 
84.4 

92.5 

89.6 

82.5 
93.1 
91.3 
84.4 
89.6 
82.9 
90.9 

Salee to lrd countries 

Percent 
Amount 

6,130 

47"1 
.. 89 

30 

u358· 

115 
853 
163 

87 
155 
196 

252 

146 
344 
96 

**248 : 

...J.,573 
"270 

!I 577 
"T26· 

!/ 
447 
113 

•56: 

"278· 

•iJ644 
*50· 

20 
55 
90 

241 
75 

of 
column· 8 

13.2 ': 

8.7 
9. 7 
4. 7 

9.1 

7 .6 
11.6 
10. 5 
5.4 

13.4 
16.3 

14.2· 

8.1 
s.o 

17 .1 

6.6,: 
': 

~~:~:; 
!/ 18.7 

32.0 

!/ . 
10.81 
15.6 I 

7 ·5 l 
10.4 i 
lT .5 ~ 
69.51 
8.7. 

15.5; 
10.4 
17 .1 
9.1 

Sales of minor it v
owned affiliate~ 

-unt 
V-8rcent 

of 

-~-~--
G,3Jl 12.' 

279 4.8 
30 3.~ 

lli4 18.L 

105 ;:.:. 

173 10 •• 
821 10.l 
119 7.' 
20 L' 

229 16.6 
345 22.2 

lo8 5.7 
388 17 .8 
710 14.l 
133 19.l 

577 13.3 

358 : 5.1 
JI NA 

228 6.9 

130 5.4 

Y· y 
826 16.6 
625 21. 5 

60 9. 7 

121 9. 7 

1,612 15.l 
98 12.0 

572 71.4 
28 7 .3 

258 22.9 
59 4.o 
69 7 .7 

Source: U.S. expOrts ·Compiled trcm the t'ol1oving: OECD, Series C, CO!!!J!lOditY Trade; United Nations Statistical Office, World Trade Annuali and otticial statistics of the U.S. Department c.f C"r::rntTC"! . 
. MNC data: U.S. Department of Commerce. Bureau ot Economic Anal.ys1a, International Investment Division. 
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Table A-21.--Manufactured products: Penetration of foreign markets by U.S. owned fJI'JllS, by industry• 1970 

'(Amount in "millions of U.S. dollars) 

:Total U.S. U.S. exports 
: Foreign sales of all affiliates of U.S. multinational corporations 

penetra-
tion of By all firmn MNC-relatcd Total 

: 
Sales of.majority-owned af f ilia tea 

Sales of minority-forelgn : --------Indnntry Sales to Jrd owned aff!Hares m.o:rkitta : Total Local sales 
Percent :Percent : Percent countries (equals 

Amount of : Amount : of Anir.iunt of Parcent : Percent : Percent Percent column 2 
column 1 :colum.1 2: :column 1 J...mount of Amount : of Amount : or Amount : of plus 

: column 6 column 8 column 8 c9hwn 6 -----· 
All r:.ar..w.fuctnr:!.:-.u--------- • ·~---: 116,292 31, 742 27 .1 21, 718 68 84 '550 72.7 72,029 90.5 60,875 84.5 11,154 15.5 12 ,521 14.6 

Food p:-cducts--------------------; 7, 736 60, 7 .8 ] ,062 176 7 ,134 92.9 6,939 97 .8 6,318 91.l 621 8.9 195 2.1 Grain :::.ill produ:~"f;----------------: 1,487 197 13.2 227 ll5 :»»_2/1,290 86.8 1,290 100.0 1,140 88.4 *150 11.6 lf ,,.A. 
8eVe!"E:.Je~· • ·--- ·-----------------: 1,047 23 2.2 58 252 l ,024 97.8 856 83.6 806 91,.2 50 5.8 168 16.4 
g~::;~~~~t:.~:~ -::::~:=:::::=:=.-.::} ~.202 382 1. 3 777 203 IH 4, 320· 92. 7 4, 793 99,4 4,372 91.2 *421 8.8 27 1.0 

Po.per c.nd allied. !H"1.Yluct;;---------·-: 3,476 1,123 32.2 609 54 2,353 67 .8 2,121 89.8 l,8Tl 88.2 250 11.8 232 9.9 Cl1P.m.ico..ls 3.:l·i o.ll.~::'l products-·---··-: 16,568 3,825 23.l 2,342 61 12,"143 76.9 11,380 91.4 9,439 82.9 1,941 11.1 1,363 10. 7 tJrUE;G------·-··---- ·--------------: 3,238 420 13.0 361 86 2,618 87.0 2,654 94.2 2,263 85.3 391 14.7 164 5.8 Soap~ and cocmct.!.cs--------····--: 2,565 120 4. 7 130 108 2,1.i.1~5 95.3 2,373 97.1 2,185 9a.1 188 7 .9 72 2.9 Inductr i'll ch!'!t'li . .::.".~~------- ----: 4 ,086 1,590 38.9 1,198 75 2,496 61.l 2,061 82.6 1,564 75.9 497 24.l 435 17 .4 Pl~st!.cs 'l\atadd.i·;---------· ·----; 3,442 653 19.0 318 49 2,I39 81.0 : 2.118 78.J l,69:? 11.0 506 23.0 591 21.2 
6~~=;~~~:~~~ =~~ ~~==~:-==~==~~~=::: J '.l,237 1,042 32.2 335 32 2,195 67 .8 ~ 2,094 95.4 1,735 82.9 359 17.l 101 4 .6 

hu"bbc:--·----------- ·--·---- ·- --·~-: 3,213 485 15.1 J83 79 2,728 e4.9 ~ 2,423 82.2 2,163 89.3 260 10.7 305 11.2 :'t"i.m.ary &.nd ta.i:rrica.ted oe"tala--··-----: 11,176 2,985 26. 7 2,237 75 8,191 73,3 6,204 : 83.9 5,402 87.l 802 12.9 1,987 24.5 
Prlma.ry------- ·-- ·---~---- ·---: 2,889 1,518 52,5 *'9'(6 64 1,371 47 .5 • 880 87 .5 66o 75.0 220 25.0 491 35.8 
>">br!cated, cxcl·.:;.ins Llll:ll°''"• :·~ : 

copper n.:1d brass----------; 
Prl£tELry and t'abricc.:;l!:i a.lu:c:iou-·-- :. 8,287 1,467 17. 7 • 91,261 86 6,Cl.20 R2.3 ' 5,324 78.1 4, 742 89.l 582 10.9 1,496 21.9 
Other---------.·------------: 

Machinery, ~xcept ~ tec:t ricd.1------ l9,931 B,372 1.2.0 3,795 45 11,55'.1 58.o 10,821 95.2 8,355 17.2 2,466 22.8 738 6.4 
.lam !C.&chine.ry ar~·l e1uipment---- 1,512 628 41.5 .. 392· 62 0 884 58.5 857 97 .0 624 72.8 •233 27 .2 27 3.1 
Lldustr!s.1 !:la~hinery and equip-

!Jll,943 !I 6,196 51.9 '"*.lJ2,423· 48.l !I 5,747 ment----·~---------- l/ !I 39 'JI 5, 747 !I 100.0 Y 4,34T !I 75.6 !! 1,400 y 24.4 lf R.A. 
Qttice macl::ines--------- } 6,476 1,548 23.9 : n975 63 .. 4,928 76.l 4,217 85.6 3,384 8o.2 833 19.8 711 14.4 ,llec tronic: co:np11tiilg equir.im.,nt---
Vt~r----------~----- y y l/ !I !I l/ !I !I !I 

. t'.210 
l/ y y y l/ 

'llectrica!. ;:u1ch.iile1-y~-------------- 12 ,038 3,000 -24.9 2,060 69 .. 9,038 75.1 7,227 80.0 -86.8 957 13.2 l,811 -20.0 
Htiusehold. applill.I:.ces-----·--- '!/ 5,548 21 1,096 !!f 19.8 HJ48 !!I 32 ~·!!f4,452 : !!.I 60.2 :v 2,958 '!;} 66.4 !!! 2,583 !!! 81. 3 .. !!! 375 !!.I 12. 7 !!! 1,49• .!!_/ 33,6 
Electrical e.;·.:.!p~e:i!. e.nd a.9p~·a-

tua------------------ 2,804 701 25.0 ••978· 140 0 2,103 75.0 1,975 93.9 1, 756 88.9 219 11.1 128 6.1 
£1.!i:tronic compor.ci:rts, rfl.div, f:\.i:l 

3,686 32.6 734 61 2,483 67 .4 2,294 92.4 l,'.131 84.2 363 15.8 189 1.6 T.7.------ ·----·-- ------ 1,203 
Otber--·--- - ·-··- .... ·-------- !:/· 21 '!;} 4/ y !!I !!I 2.1 4/ '=-'· !!.I !!I 4/ !!I !!.I 

~.·anJ!lOrti"tion .?~ulp:::i.ent--------- 22,J.75 6,504 29.3 o,7so 104 »»15 ,671· : 57 .l 13, 149 -83.9 10, 781 82.0 •2, 368 18.o 2,522 16.1 
":''!rti.les a.:id :ipparel--------- -- 2;648 921 35.0 244 26 "1,721· 65.0 l,549 90.0 l,J45 86.8 •204 13.2 172 10.G 
Lumber, wood, and !"u!'nitl(('e-·----- l,)21 379 24,9 u352 9) 1.142 75.1 328 28.7 30"( 93.6 21 6.4 814 71. 3 
:.>t-1.!ltt~ .l.."ld !)Ubl\i;hln.;:- ------ l,006 327 n.5 .. 144 44 "JI 6'(? 67 ,5 679 100.0 520 76.6 159 23.4 "JI R.A. 
stone) ::la~· / u.::i.d o:;ls.~s irod.:.icta- --- 2,246 350 1).5 267 16 , l ,c96 84.4 l,435 75. 7 1,134 82.5 251 17.5 461 24. 3 
:.ll3trm:.ellt.1--------- ·----- 3,917 1,127 28.8 848 75 .'".V2,790 n.2 2,7?0 100.0 2,1"(2 77.8 618 22.2 "JIN.A. 
a.her ms.nufo.~ t.l•r .:.ng ........ ____ . - ---- 8,641 1,736 22.7, 62:.i.. J6 : .. 6,905 90.4 4,984 72.2 1', 748 95.3 236 4. 7 1,921 27.B ---- -----··-·-·-

!Tates: 
~rarttf' C'IW111l 1sioa Jt.atr ,e.,cl"'at"e tor entry suppresaed Oy BO"lll"t:e agency. 

=-• ?erti ~1.\y ~Jtim.ated JY the i&r:l.tt Colmlisoion statf ia lieu or entey or eatries supprese=d b7 the source ~ey. 

J:f ·":.'°£le .,·u..i~ tor 11 ~l~D.er11 11.:1.~~ 4.n '! .. 7 ls· t.;,.c.ll:ded in the ent.7 to ... · "luJ.ustriaJ. machinery and equipnent." 
:J ,}al.Tl e,,t r..:.iuf..lrlt·?' ,1:.·.Je•l .1.·~,r~izn l.tttl1~.t2s include a small but 1.ndeterminate :t'esidua.1 amo1.4nt or exports to t:ie United States. 
"JI 11J b:re:f':->:,.."t u,' ~nori+ • .f-ov!vJl 'l.!ti "..ial;:ta' foreign a&les is C"Tailable. - · ··· 
j1 i'be nlue !OT ;r~l:.~er i-.leetricl\.l ma ... hl4aey11 ls incl·Jded ln the entry tor "household 11;ipllances. 11 

. ~i-P 

Sol.?ci:: U.S. e::tyortc-c(.mp:U.!:•t lMa th~ follCW'ing: United Rations. Statistical. Orti~e, §!;~istlt:!il P'l(f!r&l S eriee E, vol. XX, C~"DDO·Uty Trade Statiatii;:d, 19TO; and a!'tieial otatlati ... -s of the u.s. Department c.!· 
Oo:itme~e. !V'C .lata fr•.l"ll tJ.S. l>~pa :t"ol!.e":'lt oi Commerce, :aureau of Ec:ln.""IJUC i\..1clyah, fatcr.1st1,,nalI.tvestment J· vb1on. 
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Table A-22,-Manu1'actured products: Change in penetration of foreign markets by U.S.-owned firms, by industry, 1966-1970 

(Increase or decrease (-); amounte in millions of U.S. dollars) 

-unt 

U.S. exports Foreign sales of all affiliates of Ml'fCs U.S. exports 

Industry 

:: 

Al1 manut'e.cturing-------: 

Food products----------------..:: 
Grain mill products---------: 
Beverages---------------""I: 
Ccabin&tiOil8- '.:} 
Other : 

" Paper am allied proclw: i 

" Chemicals and allied products ,.• 
Drugs • 
Soape and cosmstics--------, 
Ind.uatrtal. cbellicals ·: 
Plastio materiala----------i: 
~tiona - '..:} 
Other- : ,• 

Rub be i: 
Primar) and fabricated metals:----_.: 

Primary- . 
Fabricated, acluding aluminum, · := 

copper, and brass------=} 
Prima.rJ' and tabrieated aluminum~: 
Other ~: 

' ~ 

Nacb.i.Dery, a.cept electrical------.:.: 
F&n11 mach1D<rr7 aD4 equipnent----,:: 
Industrial ma.chiner)" and eq,uipn.ent-----: 
Ottice machines---------:} 
Eleetronic comprtiag equii:ment---~: 
Other 

Electrical machinery--'- . . 
Household appliances---------: 

~~:~~~~ ::1:n::a~:a:t~a!~s~-=--;~} 
Other----------------------·-: 

Grand 
total 

(equals 
column 2 

plus 
column 4) 

44,086 

l,liol 
314 
254 

833 

1,111 

5,769 
1,296 

835 
1,668 
l,421 

549 

: Total 

10 ,515 

44 
-24 

11 

57 

446 

1,148 
151 

27 
556 
18o 

234 

6oo : 58 

4,368 : 1,204 
1,517 : 842 

2,851 362 

7,742 : 2,824 
-47 : -1 

1J 4,268 •1)1,834 
3,521 : 991 

1J 1J 
5,165 1,101 

!:.! 
1,433 

!:.! 
157 

!:J 3, 732 : !:J 944 

Sales or MOFAs : Sales of 
: m.inority-MllC

re1ated Total 
-------;-cS;;:al;;-;esA'tt:.;o-:aff~~~es 

Local 
sales 

8,026 

322 
6 

18 

298 

196 

386 
127 
27 

291 
51 

-110 

75 

1,095 
485 

610 

33,571 

1,357 
338' 
243 

776 

665 

4,621 
1,145 

8o8 
1,112 
1,241 

315 

542 

3,164 
675 

2 ,489 

Total 

27 ,361 

1,441 
368 
219 

854 

606 

4,079 
1,100 

756 
906 
995 
322 

625 

1,887 
317 

1,570 

22,337 

1,297 
307 
199 

791 

471 

2,991 
872 
655 
564 
685 

215 

511 

1,429 
193 

1,236 

1,182 : 4,918 : 4,538 : 3,645 
8 : -46 : -73 : -36 

1J 677 :1} 2 ,434 y 2 ,662 gj 1,839 
497 : 2,530 : 1,949 : 1,842 

y y y : y 

616 : 4,064 3,079 : 2,569 
!:J !:J : !:.! !:J 

230 1,276 : 1,228 1,065 

1.il 386 w2.188 it1.851 w1.504 

3rd : 
countries 

5,024 

144 
61 
20 

63 

135 

1,088 
228 
101 
342 
310 

107 

114 

458 
124 

334 

893 
-37 

1J 823 

107 
y 

510 
!:.! 

163 

!:.! 347 

6,210 

-84 
:JI N .A. 

24 

-78 

59 

542 : 
45 : 
52 : 

206 
246 

-7 

-83 

1,277 
358 

919 

38o 
]/ H.A. 
~Ii.A. 

581 

}j 

985 
4/ 
- 48 

!:J 937 

Grand 
total 

61 

22 
27 
32 

19 

47 

53 
67 
48 
69 
70 
ro 

23 

64 
111 

52 

64 
-3 

y 56 

119 
y 

: Total 

50 

8 
-11 
92 

18 

66 

43 
56 
29 
54 
38 

29 

14 

68 : 
125 

33 

51 
0 

: 1J 42 : 
. 178 : 

~y 
75 58 

!:.! !:.! 
105 29 

!:.! ,68 !:J 70 

Transportation equipneat-------; 7,382 2,789 2,968 4,593 3,743 3,019 : 724 850 50 75 
Text ilea &ad apparel-----------•: 1,027 123 120 904 830 676 154 74 63 15 
Lumber, wood, and f)lraitUl'e---------: 464 123 311 341 99 98 1 242 44 48 
Printing and publishipg------.. -: 362 65 50 297 325 221 104 :J/ N.A. 56 25 
Stoae, c~; aad glass products----: 844 72 59 772. 569 408 161 203 60 26 
Inst,.,,,.eats--------------.: 1,708 389 430 1,319 1,378 1,001 377 JI N.A. 77 53 
Other manutacturipg---------------~: 6,143 129 216 6,014 4,162 4,001 161 1,852 246 8 

._': ~ . ; l -- j____ i ; 

'};/_ Tbe value tor 11 other Uchinery is included in the entry for 11indUStrial machinery and eqUi:(imCnt. 11 

g/_ Sal.ea ot miaority-avne~ foreign afN.liates 1Iiclude a small but indeterminate residual amount of exports to the United States. 
j/ lo break-out ot minority-owned affiliates' foreign sales is available. 
!/ Tbe value tor "other electrical machinery" is included in the entry for "household appliances." 

Source: Tables A-20 and A-21. 

M!IC
relatod 

59 

44 
3 

45 

62 

47 

20 
54 
26 
32 
19 

-25 

24 

96 
99 

94 

45 
2 

y 39 

104 

1J 
43 

!:.! 
31 

!:.! 55 

78 
97 

759 
53 
28 

103 
53' 

Percent 

Foreign sales of all affiliates of MUCs 

Total 

66 

23 
36 
31 

19 

39 

57 
68 
49 
8o 
8o 

17 

25 

~3 
97 

57 

74 
-5 

1J 73 

106 

1J 
82 

!:J 
154 

1.il 67 

41 
111 

43 
78 
69 
90 

675 

Sales of MOFAs : Sales of 
: minor1ty-

----:---:--;-S:saltl.e;"s1t.Co;-:aff~~~=~es Local 
sales Total 

61 

26 
40 
34 
22 

4o 

56 
71 
47 
78 
83 

18 

35 

44 
56 

42 

72 
-8 

1J 86 

86 

1J 
74 

!:J 
164 

!:.! 54 

4o 
115 

43 
92 
66 
96 

506 

58 

26 
37 
33 

22 

35 

46 
i;3 
43 

564 
68 

14 

31 

36 
41 

35 

77 
-5 

1J 73 

119 
y 

69 
!:J 
154 

!:J 50 

39 
101 

47 
74 
53 
85 

536 

3rd 
countries 

82 

30 
69 
67 

18 

117 

128 : 
140 
116 
221 
158 

42 

78 : 

133 
129 

135 

57 
-14 

y 143 

15 
y 

114 
!:J 

291 

!:J 89 

44 
308 

5 
189 
179 
156 
215 

98 

-30 
'li N.A. 

17 

-74 

34 

66 
38 

260 
90 
71 

-6 

-21 

18o 
269 

159 

106 
:JIN.A. 
1} N.A. 

447 

}j 119 

4/ 
- 60 

!:J 126 

51 
76 
42 

JI II.A. 
. 79 
:J! II.I" 

2,684 



Table A-23 --United States: 

Industry 

376 

Imports of ~ufactured products, ~otal and trom majority-owned foreign affiliates of U.S. MNCs• by industry, 1966 and 1970 

'l'otal 

1966 

MMC-related 

By, or thru, 
MNC parents 

(tn_milJ,Jpns ot U.S. dollars). 

1970 

MNC-relited 

Total By, or thru, 
MNC oa.rt'!nts 

lncfease, or decrease (-) 1 

Amount Percent 

MNC-r~lated MDC-related U.S. 
total 

• : Percent . 
: Amount : ot U.S. : Amount 
. . t•Jtal . 

U.S. 
total U.S. 

total. 
- • By, or U.S. 

• Total • thru total By• or 
• : : parent Total thru : fGC parent 

: Percent 
. ot Jil'JiC 

tot.s.l 
; -'""'unt 

: Percent 
: ot U.S. 
: total 

: Percent 
: Amount : ot MIC 
: : total 

All ma.n1.1tt:1.cturing---------: 16,893 6,073 

Food rrol\u.cts---·---------: 
G~ain .n!ll proilucto-... --------: 
Dev.cr.,3es---------.. -------··: 
Combinations------------------: 
Other------------------------: 

~"aper 1.:•i alll.,d pro.'.uct.o------: 

Ch.'!'d1.c.U.J u,;1 allied pr:-Aiucto--·--: . Dr~.J.SB----··----------: 
Soa.ps IUld e~ametics--------: 
lDdu,tria.l chmict..:.o-· -------: 
Pleatic materlals----
C:abiaa~lons ------Other----------------• 

!lubber 

l'lriarf an4 f"1>rlcated ~tale-----: 
PrimuT----- -.: 
P&br1eatell, exclu4ing aluminum, : 
co~ and braes : 

Prlm&ry >lll4 fabricated aluainum---r: 
Otller ': 

Naoh1DerJ', except. electrical. : 
r..... uchlnt117 on4 oqutpnmi~: 
ID4utr1al 11111Chintll'7 an4 equipment"-': 
Ot'tice -.ch.1.Dea- : 
l!lectrAnil .....,ting aqul.J!lllent----!: 
Othe:-- - • ;~ 

Blectrical 11&Chinerr-------•: 
Bouaebold appliances--~---..: 
11.ectrical equipitent and apparatus--: 
Electronic component a, rndio 1 and ·: 

TV---------------------"""7: . 
Other--·~------------------...;.: 

Tranapo:ot'lt i.on .?quipnent----------: 
Te.x.t.llea a.od &1=parel------~---------: 
Laber, vood, and rurniture------9.L: 
Prlntine: and publishing------~-----: 
Stone, clay, and glass products-------: 
luatruments-------------------------t 
Other manufacturing---------------: 

1,671 
23 

498 
1,150 

1,418 

951 
75 
19: 

479: 
6o 

324 

170 

3,267 
1,945 

1,322 

677 
•30 

Hl78 
•469 

479 

640 
35 

••18 : 
250 : 

Hl42 

H195 

.. 108 

372 
265 

42 
•25. 
•4o 

1,677 534 
325 •107 
666 H;t331i 
119 962 

4~ V.i 
1,016 

40 
190 

5ail 
198 

2,135 
1,580 

788 
9.1 

292 
397 

1,427 

398 
••50 
•4o 

254 
H54 

•1,324· 
•72 

•183 
•13 

•927 
165 
118 

36 

41 
130 

36 
4l 

34 

6? 
47 
95 : 
52 

231 

6o 

64 

11 
14 

: 
8 : 

32 
33 
45 
52 ' 

6 i 

39 
125 

21 

43 
27 

62 
5 

23 
13 

317 
42 
13 

2,197 

1~3 

!/ 
29 
21 

,l03 

J27 

105 
14 

3 
16 
20 
46 
6 

30 
12 

10 
8 

243 
97 
29 
53 
64 

152 
46 
12 

75 
19 

959 
21 
40 
4 

52 
90 
12 

J6 

2J 

16 

68 

16 : 
ii() I 

17: 
"6 I 

14 : 

27 

8 

8: 
5 

30,795 

3,562 
54 

724 
2,784 

l,548 

l,~56 
163 

26 
710 
184 

172 

661 

4,715 
3,184 

10,702 

690 
H48 

.. 140 

••502 

671 

801 
••101 
••24 

••2a2 : 
. •185 

•215 

Hl46 I 

513 
305 

24 
12 

798 
233 
500 : 

121 
•25 
•62 

46 : 3,102 
91 :· 308 
-; :if 1,736 
- : ·566 

38 
92 : 
30 

30 
35 

72 
29 
22 
31 
6 

55 
1 

4:92 

2,625 
271 
243 

1,706 
405 

6,362 
2,346 
1,230 

176 
542 
661 

2,011 

886 
••128 

225 
"99 

••329 
••105 

.. 726 
•65 

•104 

.. 490 
•61 

:••3,802 
: ••154 
: .. 426 

••19 
:••1,208 

244 
410 

35 

19 : 
39 : 
19: 
18 

43 

64 
62 
92 
40 

101 

125 

22 I 

11 : 
10: 

l~ 
11 
12 

29 
42 
32 
17 

21 

28 
24 
43 

29 
17 

60 
1 

35 
11 

223 
37 
20 

4,827 

76 
!/ 

19 
!/ 5 

52 

439 

203 
45 

y 

y 

4 
14 
30 : 
36 : 

n: 
6: 

18 
13 

400 
y 

124 
43 
78 

y 
29 

y 

y 
y 

2,733 
y 

95 
y 

23 
y 

28 

45 

11 

14 

65 

25 
45 

·17 
5 

16 

? 
2 

15 

15 

45 

55 
43. 

18 

45 

72 

22 

2 

13,902 : 4,629: 2,630 

1,890 
30 

226 

1,634 

130 

299 
88 
1 

231 
124 

-152 

491 

1,448 
1,239 

397 
-64 

-124 

1,425 
17 

991 
447 

-2 

l,6o9 
231 

53 

1,118 
207 

4,227 
766 
442 
19 

250 
264 
584 

13 
18 

-38 

. 33 

192: 

167: 
66 ! 
6: 

~~ i 
20 [ 

~ 

-TI 

-10 
-16 
-5l 

112 

98 
3l 
l 

-2 
10 

-10 
y 

38 ~ y 
• 141: 

40 I 

1 
-6 

19: 8 
0: 

22: 

252 
21 

220 
31 

74 

328 
15 
64 

236 
13 

2,478 
82 

243 
6 

281 
19 

229 

151 
?:.! 

95 
-10 

14· 

y-17 
y 

u 
2' 
""' 
1,774 
y 

55 

Y_29: 
y 16 ~ 

82 

113 
135 

45 
142 

9 

31 
117 

37 
48 

207 
-47 

289 

" 59 

16 

65 
-5 

135 
376 

158,; 
518 

28 

190 
105 

l98 
48 
56 
8l 
86 
66 
41 

16 

2 
60 

-21 
1 

40 

26 
189 

33 
13 
30 
10 

35 

38 
15 

188 
0 

55 

66 
20 
66 
60 - : 

238 

82 
30 

16o 

93 
24 

187 
114 
133 

46 
30 
4e 

127 

li1'irirr Commlsaion estlmAte-·for entri supprea&-ia-by aou~ce"'igency~ ·-- =~---'-' ----'-----'''-----''----'------'-----'-----'----.:.._ ___ .:.._ ___ .;_ 
"Ta.rift CommissiOft e1;timate for en~fY partially suppressed by source agency. 
!/ ?he value tor "grain mill products ia included in ~ntry for "com.binations 1·n 
Y Not available. 1 • 
]../ The value for "Electronic computifig equipment11 included in· entry for "Industrlal machinery and··~quJ.pment.". 

Source: 1966 ~.s. impcrts compiled l'rom the following: OECD.., Seriea·C,. -CemmoditY T~ade; and . .offi.ci.e.l . .tatit1t.icri of the·u-.s. 
DepartMDt of Commerce. MNC data from.u.s. Departmeat of Connnerce; ·Bureau of Eccno11i-c Analysia., Io.ternat:S.m\a,l. ln"Yeetsent Division. 
1970 U.S. imports compiled from U.S. ~partunt of Commerce, Bureau of Ceusuei.IA 275 U.S. tmpOrit.8~.forr.Consumpt.!Oa ·and. General Imports. 

120 

-50 

-34 
-76 

y 

50 

34 

93 
221 

33 
-13 

50 
-22 

:; 
23 

-50 

80 

63 

65 
2/ 
- 328 

-19 

22 

y 
-37 

y 

y 
y 

185 
2/ 
- 138 
2/ 
- -56 
!) 

133 
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Table A-24.--r.U..1.;.;.factu.r~C. !'re.ducts: Exports of the United Sts.~es :rnd select.ed :~oreign ccuntries, by industry. l9bb 

(In millions of U.S. dollars) 

Industry 
Total, 

selected 
countries 

United 
States 

Canada United 
Kingdom France West . Belgium- . Mexico 

Germany ;Luxembourg ; 

Manufacturing, all----------------------~ 
Foo~ products-------------------------: 

Grain mill products-----------------: 
Beverages---------------------------: 
Combinations-----------------------:) 
Other---------------------:---------: ) 

Paper and allied products---------------: 

Chemicals aiid allied products-----------: 
Drugs--------------------------------: 
Soaps and cosmetics-------------------: 
Industrial chemicals-~---------------: 
Plastic materi&ls---------------------: 
Cambinat"ions-------------------------:) 
Other---------------------------------: ) 

Rubber--------------------------------: 

Primary and fabricated metals----------: 
Primary------------------------------: 
Fabricated, excld. aluminum, copper, 

and brass--------------------------:) 
Primary and fabricated aluminum------:) 
Other---------------------------------: ) 

Machinery, except electrical-----------: 
Farm machinery and equipnent----------: 
Industrial machinery and equipment----: 
Office machines-----------------------: 
Electronic computing equipment--------: 
Other--------------------------------;-: 

Electrical machinery-------------------: 
Household appliances------------------: 
Electrical equipment and apparatus---: 
Electronic components, radio, and 

TV--------------------------------: 
Other---------------------------------: 

Transportation equipment-------------: 
Textiles and apparel--------------------: 
Lumber, wood, and f'urniture------------: 
Printing and publishing-----------------: 
Stqne, clay, and glass products---------: 
Instruments----------------------------: 
Other manufacturing-------------------: 

1/ Less than 500 thousand dollars. 

13,1BB 
2,720 

541 
90B 

1,270 : ) 
:) 

2,745 

B,396 
349 
393 

2,964 
1,417 
2,654 : ) 

l,2B6 

10,940 
6,037 

:) 

:) 
4,901 :) 

:) 

15,406 
1,590 
B,33B 

942 
445 

4,091 

5,5B6 
439 

l,7B4 

1,606 
l,723 

11,BBO 
4 ,943 
1,379 

730 
l,339 
1,955 
4,494 

2! Understated, because data are incomplete. 

21,225 
559 
221 
12 

325 : ) 
:) 

6,157 
311 
97 

123 
92 :) 

:) 

1,471 

346 
25 

2 
2/ 131 
- 21 

677 

2,676 
269 

93 
1,034 

473 
BoB :) 2/ 174 :) 

: ) ·- : ) 

427 

l,7Bl 
676 

:) 
1,105 :) 

:) 

5,547 
629 

2,B19 
2B5 
272 

1,543 

l,B99 
130 
544 

5B4 
641 

3,715 
Bo4 
256 
262 
278 
13B 

l,607 

Bo 

1,241 
573 

') 
667 : ) 

:) 

676 
161 
197 

35 
4 

y279 

273 
13 
52 

101 
106 

91B 
B4 

559 
14 
22 
16 
B5 

J/ Overstated because certain categories could not be excluded. 

12 ,697 
561 

49 
3B3 
129 : ) 

:) 

156 

1,313 
7 

BB 
379 
250 
391 : ) 

193 

1,576 
. B5B 

') 

') 
71B : ) 

') 

2,914 
397 

1,511 
152 

64 
790 

969 
Bo 

342 

2B5 
253 

2,217 
937 

56 
144 
229 
300 

l,133 

B,75B 
726 

75 
324 
327 : ) 

') 

146 

l,134 
7 

103 
395 
134 
341 : ) 

23B 

l,462 
977 

') 

') 
4B4 : ) 

:) 

1,234 
93 

663 
210 

11 
257 

556 
46 

205 

143 
150 

l,212 
1,034 

126 
117 
202 
170 
412 

lB,420 
191 

5B 
44 
B9 :) 

:) 

lB6 

2,414 
B 

B4 
B74 
466 
732 : ) 

270 

2,B07 
l,5B3 

') 

') 
1,224 :) 

:) 

4,564 
224 

2,BBB 
250 
90 

l,111 

1,619 
161 
555 

374 
516 

3,112 
1,160 

206 
133 
376 
61B 
763 

5,B30 
164 

41 
20 

103 :) 
:) 

101 

422 
17 
23 

110 
73 

1B3 : ) 
') 

71 

1,921 
1,246 

:) 
675 :) 

:) 

440 
B6 

240 
4 
3 

107 

256 
7 

Bl 

115 
53 

637 
B63 
101 

52 
221 
111 
46B 

-: 

103 : ) 
') 

64 
11 

1' 
~ 26 
l.' 
- 16 ') 

') 

1 

12B 
104 

') 
24 : ) 

') 

B 
l' 

It 7 

'ljl 

9 
1 
4 

3 
l 

4 
45 
6 
B 

10 
l 

12 

Brozi 1 

296 
103 

1/ 
[J 

102 

3 

27 
5 

15 
!./ 

9 

6 

24 
20 

4 

23 
i/ 
if 13 

6 
1 

'lj3 

5 
1 
1 

1 
3 

5 
16 
69 

1 
1 

14 

Source: Compiled from the following: ~J;;CD, Series C, Commodity Trade; United Nations, Statistical Office, World Trade.Annual'; 
and official Statistics of the U.S. Department. of Commerce. 
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Toblo A•25.--Manufact~reQ rrcducts: Experts of ~he United Stateo ond selected foreign countries, by industr)', 1970 

po.millions of·U.S~ dollgel 
Total, 

selected 
countrie1 

United : Canada United ' 
Ste.tee · ltiaadom~ 

Prance West . BelgiWD- , Mexico 
Germany ;Luxembourg; 

Manufacturing, all-------···----: 
Food products------------·-···: 

Grain mill products·----------------: 
Pe-.·erages------------------------: 
Cc=.b i na t ic'ns------------------------: ) 
"''-er---------------------------:) 

?e;:er &::d allied products-----... --.... - • .!--: 

117,992 
3,881 

JI .624 
1,355 
1,908 :) 

:) 

l,908 

Che:.ice.ls er.d allied products---------: 13,096 
Drugs------------------------------: l ,615 
Soaps e.nd ccs::letics------.... -----------: 31 607 
hdustrial ch0I:1icals-----------------: J14 ,972 
Plastic caterials--------------------: JI 2,495 
Cc::bir.at~or.s-------------------------:) JI 3,506 : ) 
Other----------------------------:) : ) 

Rubber-------------------------------: 1,968 

?ril!:ary and fabricated metals----------: 
Pr ioe.ry------------------------------: 
Fabricated, excld. aluminum, copper, 

31, 742 
601 
197 

23 
382 :) 

:} 

l,123 

3,826 
420 
120 

l,590 
653 

1,042 :) 
:} 

485 

2,985 
1,518 

11,618 
376 
91 

183 
103 :) 

:) 

l,980 

553 
33 

3 
215 
30 

271 :) 
:} 

97 

2,105 
1,058 

and brass--------------------------: ) :) :) :} 
Pricary and fabricated aluminum------:) 1,066 : ) l,467 :) l,047 :} 
Other------·------------------------: ) :} :} :) 

Machinery, except electrical----------: 24,210 
Fan:i machinery and equipment----------: JI l, 720 
Industrial 1<achinery and equipment---: JI 19,417 
Office cachines----------------------: JI 2,185 
Electronic computing equipment--------: JI 842 
Other-----------------------------: '1J 

Electrical machinery------------------: 
Household ap:i;liances-------------: 
Electrical equipnent and apparatus---: 
Electronic co::.ponents, radio, and TV----------------------------: 
Other----------------------------: 

Transportation equipment----------: 
Textiles and apparel----------------: 
Lumber, vood, and f'urni ture-----------: 
Printing and publishillg-------------: 
Stqne, clay, and glass products------: 
Instruments-------------------------: 
Other manufacturing-------------:----:· 

9,512 
iJ 583 

iJ 2, 759 

iJ 3,176 
iJ 2,942 

21,727 
7,302 
2,180 

JI l,065 ·: 
JI 2,021 ' 
JI 3,181 : 
JI 5,844 : 

8,372 
628 

6,196 
978 
570 

'1J 
3,000 

119 
700 

1,203 
978 

6,504 
'927 
397 
327 
350 

1,127 
1,736 

l,216 
154 

'1J 936 
117 

10 
v 

533 
15 

120 

234 
164 

3,501 
173 
803 

34 
50 
36 

156 

17,353 
112 

I 14,801 

62 
540 
170 :} 

:} 

221 

1,887 
335 
126 
568 
345 
512 :) 

318 

2,306 
l,309 

:) 

:) 
991 :) 

:} 

1,180 
127 
502 
552 :} 

:) 

251 

1,633 
230 
159 
494 
286 
464 :} 

436 

2,412 
1,652 

:} 

:) 
760 :} 

:} 

31,327 
370 
83 
17 

211 :} 
:} 

382 

4,093 
491 
154 

l,544 
956 
948 :} 

:} 

493 

4,486 
2,736 

:} 
l,750 :) 

:} 

3,941 
365 

'1J 3 ,191 
285 

80 

2,248 
142 

:y1. 785 
: 304 

17 
v 

7,621 
318 

'Jl. 6,678 
475 
150 

'1J 
1,390 

110 
435 

418 
427 

2,592 
1,361 

90 
216· 
310 
461 

l,li70 

l,092 
70 

409 

239 
323 

2,525 
l,424 

177 
159 
335 
322 
607 

If 
2,946 

253 
939 

802 
951 

5,332 
2,117 

412 
239 
620 

1,041 
l,175 

: 11 622 
- 103 

10,020 
291 

64 
25 

209 

~ 
4 

:)4/ 101 :} ,,- ' :} 

226 

985 
83 
44 

366 
224 
269 :) 

133 

3,227 
2,191 

:} 

:} 
l,036 :} 

:} 

763 
93 v 629 
26 
15 

v 
475 
16 

156 

204 
99 

l,229 
l,222 

199 
72 

339 
172 
682 

99 
18 

~ 
~ 

152 
§J 

§.I 

41 
6/ 

ft 
E 

58 
6/ 
y 

61 26 
- §J 

29 
42 
13 
18 
17 

6/ 
'-18 

:) 
:) 

:) 
:) 
:} 

Brazil 

y 509 
182 

'ii 
1 

160 

6 

22 
5 
l 

15 
l 
0 

112 
103 

6/ 
61 
61 
61 
y 

t 
6/ 
£! 

9 

6 

18 

15 
36 

107 
61 
61 

~ 
!/ Preliminary data. The tote.I is Understated, because data are incomplete, Also, the breakdown by iru!ustries is not alvays 

strictly in accord vi th that for other. countries considered here. 
Y. Under•ted, as information is not available on several manufacturing industries. 
3/ Incomplete; does not include a value for Mexico, or Brazil, or both. 
"SJ Value for "Grain mill products" included in entry "Combinations" c.nd "Other.,, 
'i./ Less ths.n 500 thousand dollars. · 
§j Not available. 
1J. Value for "Industrial machinery and equ1pnent11 and "othern combined. 

Source: Compiled from the t'olloving: United Nations, Statistical Office, Statistical Papers, Series E, Vol. XX, Commodity Trade 
Statistics, 1970; and ot't'icial statistics ot' the U.S. Department of Commerce. 
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Table A-26.-Manutactured. products: Exports of U.S. MllCS II.lid of their ma.Jority-ovned toreign affiliates (MOFAs) in 
selected. forei&D countriea, b7 industry, 1966 

(In millions of U.S'. dollars) 

Industry 
: Total, all : United Canada : United 
; £.T.Ft~ies, ; States Kingdom 

--------------------~~ 
All 1118Qufacturing--------------: 

Food products--------------------: 
Grain lllill products------------: 
Beverages----------------: 
Combinations-----------------: 
Other-----------------.-------: 

Paper and allied products--------------: 

Chemicals and allied products---------: Drugs---------. -----------: 
Soaps and cosmet~cs----------------: 
Industrial chemicals-------------------: 
Plastic materials-------------------: 
Combinations--------------------------: 
Other-----------------------------: 

Rubber-------·-----------------------: 

Primary and fabricated metals------------: 
Primary~---------------------------: 

Fabricated, excluding aluminum, copper, 
and brass---------------------------: 

Primary and fabricated aluminum---------: 
Other---------------------------------: 

Machinery, except electrice.1-----------: 
Farm machinery and equipment----------: 
Industrial machinery and equipment------: 
Office machines--------------------: 
Electronic computing equipment------------: 
Other----------------------------: 

Electrical machinery------------------: 
Household appliances------------------: 
Electrical equipment and apparatus-------: 
Electronic components, radio, and TV-------: 
Other-----------------------------: 

Transports ti on equipment-------------------: 
Textiles and apparel-----------------------: 
Lumber, wood, and f'urni ture-----------------: 
Printing and publishing------------------: 
Stone, clay, and glass products-----------: 
Instruments-----------------------: 
other manufacturing----------------------: 

<!0,627 !"'1.3,692 

1,026 
284 
90 

117 
535 

9~4 

2,627 
342 
158 

1,029 
244 
192 
461 

427 

H740 
H22l 
H40 
H81 

H398 

••413 

:Hl,951 
"*234 
••103 
**907 
**62 
**92 

••353 

••308 

1,392 :Hl,142 
530 .. 491 

500 **354 
327 *•277 

34 *•19 

4,127 
724 

1,609 
368 
795 
638 

l,soo 
203 
805 
621 
271 

6,290 
148 
195 
130 
323 
657 
491 

0••2 ,613 
*•391 

:**l,267 
••183 

•295 
••484 : 

:**1,444 
. 0 90 

••747 
H510 
90 97 

, .. 3,782 
00121 
••41 
••94 

u206 
H416 
••417 

*Tariff Comniission estimate for entry suppressed by source agency. 

2,425 

131 
•41 
•17 
•8 
65 

459 

197 
•6 
•6 
18 
86 
61 
20 

17 

53 
15 

27 
*8 
*3 

156 
•68 

36 
*5 

*30 
17 

103 
•23 

24 
30 

*26 

1,016 
9 

142 
•1 
53 

•69 
19 

2,086 

67 
•17 

24 
*4 
22 

•4 

213 
59 
23 
35 
30 
17 
49 

30 

144 
9 

92 
•37 
*6 

600 
*64 
215 
148 
*66 
67 

197 
*54 
23 
25 

•95 

•662 
*4 
•4 
20 

•25 
85 
31 

France 

544 

19 
0 

*4 
*6 

9 

79 
13 

•15 
*18 

9 
•5 
19 

*30 

ll 
5 

*3 
0 

*3 

262 
•35 

51 
•8 

*180 
8 

42 
16 
•6 

•16 
•4 

•19 
•3 
•3 
•4 

*15 
29 
•3 

West 
Germany 

1,213 

49 
5 
4 

11 
11 
•2 

•15 

31 
•4 

19 : 
•5 
•3 

307 
*36 

30 
16 

•193 
32 

71 
16 
•5 
•6 

•44 

*664 
•1 

l 
•o 
8 

42 
12 

••partly estimated by Tariff Commission in lieu of entry or entrie& suppressed Dy· source agency. 

Source: U.S. Department of Commerce, Bureau of :Economic Analysis, International Investment Di vision. 

Belgium
Luxembourg 

561 

10 
•1 
•1 
•1 

7 

•9 

118 
14 
•6 

•35 
45 

•15 
•3 

41 

7 
2 

•5 
•o 
•o 

164 
•110 

7 
•8 
•9. 
30 

*37 
0 

•o 
•32 
•5 

•130 
8 
0 

•9 
14 
•9 
•5 

Mexico 

63 

•18 
•2 
•o 
0 

16 

0 

15 
9 

•o 
•5 
•1 
•o 
•o 

•4 

•o 
0 
0 

•o 
•o 
•o 
*O 
•o 

0 

•5 
•4 : 

0 
l 

•o 

•11 
•1 
•2 
•1 
•o 
•3 
*2 

Brazil 

43 

.16 
•2 

0 
•o 

•14 

•2 

5 
•2 
*l 

0 
0 

•o 
*2 

0 

•o 
•o 

0 
0 

•a 

5 
0 

*3 
•o 
•2 
•o 

•1 
0 

•o 
•1 
•o 

*6 
•1 
•2 
•1 

0 
•2 
*2 
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Table A-27.--Manllfacturacl product1: llsports ot u.a. MlfC.. and of thdr MN'All in eelacted,,oreign countries,,by industry, 1970 

'Amo!!!lt in mWi22• ot U.S. dollarsl 
: Total, a.ll : United United West Belgium-

Illduetey : Countries States Canada Kingdcn France Germany Luxe111bourg Mexico Brun 
: Li~~ed 

All manutacturing-----------: 35,311 21,718 5,134 2,836 l,415 2,523 1,352 188 145 

Food products-------------: l,461 1,062 •95 101 84 56 29 23 11 
Grain mill products---------: 274 227 •16 •21 0 0 •6 3 l 
Beverages------------------: 116 •58 •9 41 •3 •2 •i •2 0 
C0111binations----------------: 130 40 •15 •20 •15 •32 •5 2 l 
Other---------------------: 741 •737 55 •19 •66 •22 •17 16 9 

Paper and allied products--------: 1,293 609 598 •15 •17 •17 •32 0 •5 

Che111icals and allied products-------: 3,699 2,342 162 405 •132 *187 400 24 47 
Drugs-----------------------------: 645 •361 •39 •153 •16 •6 •37 ·: •12 •21 
Soaps and coS111etics------------: 217 *130 •5 •4o •16 •3 •16 •2 •5 
Industrial chemicals---------------• 1,597 1,198 . •20 •127 •32 •96 •122 •2 •o 
Plastic materials-----------------: 648 •318 •33 •50 •43 •70 •129 •5 •o 
COlllbinations---------------------: 278 114 •60 •13 •5 •2 •76 •o •8 
Other-------------------------------: 314 221 •5 •22 •20 *10 *20 •3 *13 

Rubber--~--------------------------: 589 383 *41 56 *35 *15 54 *2 •3 

Primary and fabricated metals----------: 2,835 2,237 •125 •137 *14 *138 •158 *23 *3 
Primary-------------------------: l,112 0976 .. : *41 19 •6 •1 •53 •14 •2 
Fabricated, excluding aluminum, : 

copper, and brass----------------: 921 554 71 44 6 136 101 9 0 
Primary and fabricated aluminum-----: 704 **627": 4 71 0 •1 1 0 0 
Other---------------------------: 98 ••so .. , *9 •3 •2 •o *3 0 *1 

Machinery, except el~trical---------: 6,258 3,795 409 746 466 529 •255 •15 *43 
F&r111 machinery and equipnent------: 639 **392": •as •a •57 *69 •20 •5 0 
Industrial machinery---------------: 2,705 1,694 : 234 455 •108 •46 154 *3 *11 
Office machines---------------------: 801 ••576": •1 83 *2 113 •12 •3 •11 
Electronic c0111puting equipnent------: 976 •399 •: •4o •12 •264 *229 •9 *3 •20 
Other---------------------------: 1,137 ••734 .. , 46 168 35 *72 *60 1 •1 

Electrical machinery-------------: 2,869 2,060 : •138 231 76 193 •125 •41 *5 
Household appliances------------: 264 157 *7 •52 •7 *41 0 •o •o 
Electrical equipnent and apparatus----: 1,131 ••978": 70 •41 •15 : •20 •6 •o •1 
Electronic c0111ponents, radio, and TV--: 1,061 •734 49 •90 •38 ·: •26 •81 *41 *2 
Other---------------------------: 413 ••191 .. : •12 •48 *15 *107 •38 •o •2 

Transportation equipnent----------: 12,250 6,750 : 2,967 •825 •420 •1,175 •75 •32 •6 
Textiles and apparel------------: 497 244 : •59 •5 •3 •13 •169 •3 •1 
Lumber, vood, and furniture-----.,.------: 652 ••352'•: 270 •a •2 •7 •o •7 •6 
Printing and publishing---------: 191 .. 144 .. ; •10 •17 •6 •4 •6 *2 •2 
Stone, cl~, and glass products-------: 456 267 37 •4o •35 •20 •37 •11 •9 
InstJ'Ulllents-----------------------: · 1,398 848 *168 218 •62 91 •6 •3 •2 
Other manutacturing---------------: 863 625 •55 •32 •63 •78 •6 •2 •2 

*Taritf Commission estilllate for entry suppressed by the source agency. 
**Partly estilllated by Tariff COl!llllission in lieu of entry or entries· suppressed by _soµrce agency. 

Source: U.S. Department of C=erce, Bureau of Economic Analysis, International Investment Division. 



Table A-28.--Manul'actured iJTOd.ur.:t.5: 

Manufacturing, 
all------------: 14 ,684 

Food products----: 435 
Grain mill 

products-----: -10 
Beverages------: 26 
Combinations---: 13 
Other----------: 406 

Paper and allied : 
products-------: 

Chemicals and 

399 

allied prod
ucts--------: 1,067 

Drugs----------: 303 
Soaps and 

cosmetics---: 59 
Industrial 

chemicals----: 568 
Plastics 

materials---: 
Combinations---: 
Other----------: 

Rubber---------: 

Primary and 
fabricated 
metals-------: 1,443 

Primary--------: 582 
Fabricated, ex-: 

eluding 
aluminum, 
copper, and 
brass--------: 419 

Primary and 
fabricated 
aluminum-----: 378 

Other----------: 64 

Machinery, ex
eler.1trical---: 2 ,131 

Farm mac binery : 
and equip
ment---------: -78 

Industria.1 
machinery and: 
equipment----: 1,096 

Office 
machines-----: 433 

Electronic com-: 
puting equip-: 
ment---------: 181 

Other----------: 

71 :8,026 

42 322 

-4 6 
29 18 
11 -41 
76 339 

37 

55 

196 

386 
127 

27 

291 

44 51 
45 22 

-32 : -132 

38 75 

104 : 1,095 : 
110 : 485 : 

83 198 : 

116 
188 

351 
61 

52 :1,182 

-11 8 

68 427 

118 393 

23 104 

See footnotes on follo\li.ng page. 

381. 

1e_·:· .. .:ase {-) in the exports of U.S. MNCs and their !r40FAs in selected countries, by 
industry, 1966-70 

(A.mount in ~ill ions of dollars) ----. ·---- -----

59 2,709: '112 

4~ -3( -28 

3 -25' -61 
45 -8' 47 

-51 7: 88 
85 -10: -15 

47 

20 
54 

26 

32 

19 
24 

-37 

24 

96 
99 

56 

127 
321 

34 

215 

35 

30 

-35 : -18 
33; 550 

-1: -17 

2: 11 

-53 : -62 
-1: -2 

-15 : -75 

24 : 141 

72 : 136 
26 : 173 

-4 
6 

253 

20 

198 

... 
10 

-50 
200 

162 

29 

550 

-Bo 

33 

750 

34 

4 
17 
16 
-3 

11 

192 
94 

17 

92 

20 
-4 

-27 

i 26 

-7 
10 

1-48 

34 
-3 

146 

-76 

240 
-65 

-74 

36 

51 

24 
71 

400 
14 

275 

90 
159 

74 

263 

67 
-24 
-55 

87 

-5 
111 

-52 

92 
-50 

24 

-90 

112 
-44 

-86 

871 

65 

0 
-1 

9 
57 

12 

53 
3 

14 

34 
0 
1 

3 
1 

0 
-1 

184 

22 

57 
-6 

84 

160 :l,310 

342 31 

0 
-25 -2 
150 15 
633 18 

240 

67 
23 

78 

378 
0 
5 

17 

27 
20 

100 

0 
-33 

65 

63 

112 
-75 

47 

15 

138 
1 

-1 

85 

59 

-6 

15 

107 
-3 

117 

-4 
-3 

222 

33 

16 
97 

36 

107 

124 

0 
-50 
88 

450 

750 

282 
20 

-25 

773 

536 
0 

-33 

616 

-80 
-100 

72 

92 

53 
606 

19 

791 

19 

5 
0 
4 

10 

23 

282 
23 

10 

87 

84 
61 
17 

13 

190 

500 
0 

400 
143 

256 

239 
164 

167 

187 
407 
567 

32 

151 : 2 ,157 
51 ; 2,550 

96 : 1,920 

91 

-90 

147 
4 

1/ 
It 

55 

-82 

2,100 
50 

125 

0 

-3 

19 
10 

0 
0 

15 

198 

28 

50 
1/ 
fl 

0 

0 

60 
33 

!/ 

-60 

400 
0 

!/ 

100 

475 
175 

!/ 

!/ 

!/ 

1/ 
fl 

!/ 

0 
0 

Brazil 

102 

-5 

-1 
0 
l 

-5 

42 
19 

0 
8 

11 

0 : 

38 

8 
11 

18 

237 

-31 

-50 
0 

1/ 
--36 

1;0 

400 

0 
l/ 
550 

y 

!/ 
!/ 

0 

!/ 

760 

267 
!/ 
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Table A-28.--Manufactured prodcuts: Increase, or decrease {-)in the exports of U.S. MNCs and their MOFAs in selected countries, by industry, 

1966-70--continued 

(Amount in millions of U.S. dollars) 
: Total all coun-: United : Canada : United : France : West : aergium- : Mexico : Brazil 

· Industry : tr.~eR listed : States : : Kingdom : : Germany : Luxembourg : 
: -Amount : Pere ent : Amount: Pere ent : Amount : Pere ent ,Jll!J.ount Percent Amount! : Pere ent : Amoimt: Pere ent : Amount : Percent ;-A!Jloun t : Percent :Amount : Percent 

Manufacturing-
Continued: 

Electrical 
machinery----: 

Household 
appliances---: 

Electrical. 
equipment and: 
apparatus----: 

Electronic com-: 
ponents, 
radio, aniJ. 
T.V.•--------: 

othel'----------: 

969 

61 

325 

440 
143 

. Transportation 
eqUipment------: 5,960 

Textiles and : 
apparel--------: 346 

Lumber, wood, and: 
furniture-----: 457 

Printing and : 
publishing-----: 61 

stone, clay, and : 
glass prod-. 
ucts-----------: 133 

Instruments------: 741 
Other manu- : 

facturing------: 380 

51 

30 

40 

71 
53 

616 

67 

230 

224 
95 

95 :2,968 

229 : 120 

234 : 311 

47 : 50 

41 : 59 
113: . 430 

19 : 216 . . . 

43 

74 

31 

44 
99 

78 

97 

759 

53 

28 
103 

53 

35: 34 

-16: -70 

46: 192 

19: 63 
-14: -54 

1,951: 192 

50: 556 

128: 90 

9: 90 

-16: -30 
99: 143 

36: 89 

34 

-2 

18 

65 
-47 

163 

1 

4 

-3 

15 
133 

l 

17 

-4 

78 

260 
-49 

25 

25 

100 

-15 

60 
156 

3 
- ' -- & - • ~ - ~-11-n""t-. -...,-A-R-.,.i-n"'n_i_,.._a_+ .. _a_il_+ __ ~-n_.a._n_i_1 _ _,,_ ___ _.. 

Source: Canputed from figures given in tables A-26 and A-27. 

34 

-9 

9 

22 
12 

401 

0 

-1 

2 

20 
33 

60 

81 

-56 

150 

138 
300 

2111 

o' 

-33 

50 

133 
114 

2000 

122 

25 

15 

20 
62 

511 

12 

6 

4 

12 
49 

66 

172 

156 

300 

333 
141 

77 

1200 

.600 .: 

y 

150 
117 

550 

88 

0 

6 

49 
33 

-55 

161 

0 

-3 

23 
-3 

1 

238 

0 

y 

153 
660 

-42 

2012 

0 

-33 

164 
-33 

20 

36 

-4 

0 

40 
0 

21 

2 

5 

l 

11 
0 

0 

720 

-100 

0 

4000 
0 

191 

200 

·250 

100 

!/ 
0 

0 

4 

0 

l 

l 
2 

0 

0 

4 

1 

9 
0 

0 

!100 

0 

!/ 

100 
y 

0 

0 

200 

100 

!/ 
0 

0 
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Table A-29. --Manufactured products: U.S. exports., by country of destination, selected countries, by industry, 1966 

! In ntillions of U.S • dollars) 
. Total, United \lest : 

Belgium-Ind119UT selected Canada Kingdom 
: France 

Germany ~Luxembourg~ Mexico Brazil 
countries .. 

Manufacturing, all l0,059 5,407 l,127 11.a -'--. 953 438 931 425 
Food products--~~~---------~--: 186 82 45 7 25 10 11 6 

Grain mill procl~s------------~-: 16 9 1 11 }} l/ 1 5 
Beverages---~-~-----------------: 6 3 11 11 1 It 1/ 11 
c~:::binations---~-----------~-----:) 164 :) 70 :) 44 :) 6 :) 24 :) 10 ') 9 l 
Other---------~-------------------:) ') ') ') ') ') ') 

: 
Paper ar.d allied products------------~--: 295 97 65 31 55 14 27 6 

Chei:iicals and allied products----------: 1,139 410 171 98 121 101 154 83 
Drugs-------------------------------: 80 25 7 7 8 17 11 5 
sc .. ps end cosnetics~----------------: 38 18 5 3 3 4 3 2 
Ir.d;.;st.rial chemicals--------------~--: 490 165 65 42 45 45 86 42 
P::.e.stic materials---------------------: 236 99 52 16 19 20 . 24 6 
Cc:::binations-----------------------:) 294 :) 103 :) 42 :) 30 :) 46 :) 15 :) 30 ) 28 
Other-------------------------------:) :) :) :) :) :) :) : ) 

Rubber-------------------------------: 219 107 17 ·25 33 13 17 7 

Primary end fabricated metals----------: 985 526 119 74 87 25 74 So 
·Price.ry-----------------------------: 376 233 .. 38 15 31 13 33 13 
Fabricated, excld. aluminum, copper, 

ar.d brass---------------------------:) :) :) :) :) :) :) 
Price.ry and.fabricated aluminum-------:) 609 :) 293 :) 81 :) 59 :) 56 :) 12 :) 41 67 
Other-------------~----------------:) :) :) :) :) :) :) 

Machinery, except electrical-----------: 2,896 1,594 316 248 238 103 272 l24 
Fan:; machinery and equipment----------: 399 308 9 15 11 4 27 25 
Industrial machinery and equipment----: 1,373 741 153 102 96 60 158 63 
Office· machines---~-----------------: 187 69 43 36 29 2 4 4 
Electronic computing equipment--------: 162 .45 40 32 32 4 4 4 
Other-------------~----------------: 775 431 72 63 70 33 79 27 

Electrical machinery------------------: 962 1199 129 113 100 24 62 35 
Household appliances------------------: 61 45 4 4 2 2 4 }} 
Electrical equipment and apparatus----: 257 144 29 20 17 6 23 18 
Electronic components, radio, and 

TV--------------------------------: 281 126 48 46 36 6 12 7 
Other---------------------------------: 362 184 48 43 45 10 23 9 

Transfortation equipment----------~--: 1,897 1,291 58 63 138 73 219 55 
Textiles and apparel-------------------: 311 180 30 18 32 28 20 3 
Lumber, wood, and furniture-----------: 140 85 23 6 15 1 10 11 
Printing and publishing------------~--: 172 118 30 4 4 2 8 6 
Stqne, clay, and glass products-------: 171 120 8 7 11 5 14 6 
Instruments---------~---------------: 389 173 .: 64· 45 50 17 29 ;. il 
Other r.:anufacturing-------------------.: 298 125 51 39 44 22 14 3 

: 
}} Less than 500 thousand dollars. 

Source: Compiled fron official statistics of the U.S. Department of Commerce. 



Table A-30.--Manufaetured products: . U.S. exports, by country of destina~icr., selected countries, by industry, 1970 

(In million of U.S. dollars) 

Industr)' 
Total, 

selected Canada United : France 
countries Ki-ngdallt -

Manufacturing, a.11--------------------: 
Food products------.~---------------:. 

Gra!n :!ll prcducte-----------------: 
=e·:e::e.ges--------------------------: 
Cc::·o:.::at icr.s-----------------------: ) 
o~~er-----------------------------~-!) 

?aper ar.d allied prcdccts---------------: 

Che::icals ar.d allied rrcducts-----------: 
Dr-..;,,gs---------------------------------: 
Sca;s er.~ ccsce~ics-------------------: 
!:-.;; ·.:.st.r:. al c l:eI:1ical s------------------: 
?:astic =eter!als---------------------: 
C c::-.bir.at :.ens-------------------------: ) 
Ot~er-------------------------------:) 

Rubber----------------------------------: 

Pr!::ary and fabricated meta.ls---------: 
Pri::ary-------------------------------: 
Fe.'bricated, excld. e.lu:inum, copper, 

ar.d brass---------------------------: ) 
Pri::ary and fabricated aluminum------: ) 
Cther~------------------------------:) 

!·~ac:::r.ery, except electrical-----------: 
Fartl machinery and equipment~-----: 
Industrial machinery and equipment--~-: 
Office ::achines-----------------------: 
Electronic computing equipment--------: 
Other---------------------------------: 

Electrical machinery------------------: 
F.cusehcld appliances------------------: 
Electrical equiJ"llent and apparatus---: 
Electrcnic components, radio, and 

T\1---------------------------------: 
Ott.er-----------------------------~-: 

Transportation equiP,ent-~-~----~--: 
Textiles and apparel-~-------------: 
Lumber, vood, and furniture-----~--~: 
Printing and publishing--------~----: 
S~one, clay, and ~ass products------~-: 
Instruments----~----~-----~~-------: 
Other manufacturing~----~---~-------: 

·-J:j Less than 500 thousand dollars. 

15,211 
227 
19 
11 

197 :) 
:) 

488 

1,639 
133 

49 
687 
326 
444 : ) 

269 

l,522 
860 

:) 

:) 
762 :) 

:) 

7 ,323 
98 
9 
4 

85 :) 
:) 

118 

554 
36 
23 

209 
133 
153 :) 

146 

631 
286 

:) 

:) 
345 :) 

:) 

4,153 
312 

.y 
601 
311 

y 2,929 

1,837 
176 

y 
138 

76 
:y 1,447 

1,493 
62 

353 

558 
520 

3,548 
361 
161 
207 
2i8 
547 
378 

603 
47 

164 

147 
245 

2,430 
i68 
·91 
153 
140 
219 
135 •. 

1,934 
56 
1 
1 

54 : ) 
:) 

118 

226 
14 

5 
89 
55 

. 63 : ) 
:) 

22 

237 
139 

:) 
98 :) 

:) 

578 
13 : 

y 
149 

84 
y 332 

221 
.4 
45 

103 
69 

211 
46 
22 
29 
14 

101 
53 

1,195 
7 

1 
6 :) 

:) 

61 

107 
15 

3 
37 
17 
35 :) 

24 

167 
84 

:) 

:) 
83 :) 

.:) 

395 
20 

y 
101 

48 
y 226 

136 
3 

27 

56 
50 

180 
13 

4 
4 

13 
48 
36 

g/ Value for "Industrial machinery and equipnent" is included in entry for "Other." 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

West . Belgium- . Mexico 
Germany ;Luxembourg; Brazil 

1,854 
33 

1 
4 

28 :) 
:) 

103 

215 
17 

5 
81 
42 
70 :) 

36 

228 
136 

:) 

:) 
92 :) 

:) 

508 
13 

g/ 
150 

60 
y 285 

237 
2 

30 

125 
Bo 

261 
29 
25 
6 

20 
90 
63 

892 
9 

l/ 

11 
8 :) 

:) 

27 

220 
31 
6 

114 
36' 
33 :) 

:) 

13 

81 
38 

:) 
43 :) 

:) 

221 
5 

y 
30 
8 

g/ 178 

52 
1 

13 

19 
19 

139 
54 

2 
2 
7 

21 
44 

l,319 
16 

l 
1/ 
-15 :) 

:) 

52 

694 
8 
7 

1 

9 

171 146 
13 7 

4 3 
96 61 
25 . 18 
33 :) r' 57 

19 

·95 
50 

:) 

') 
45 ') 

:) 

367 
40 

g/ 
21 
17 

g/ 289 

195 
4 

58 

95 
38 

239 
41 
16 

9 
19 
42 
38 

9 

83 
27 

56 

247 
45 

y 
12 
18 

y 172 

49 
1 

16 

13 
19 

88 
10 

1 
4 
5 

26 
9 
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Table A-31.--Manufactured products: U.S. MNC related, exports, by country of destination, selected countries, by 
industry, 1966 

(In millions of U.S. dollars) 
Total, 

Industry selected Canada United France West Belgium 
countries Kingdom Germany Luxembourg 

~-~-------~---:--==..::.:..::..:c::_:~---''---~--'--~--=-~---''--

All manufacturing-----------------: 6,804 

Food products-----~-------------------: 
Grain mill products-----------------: 
Bever ages---------.-------------------: 
Combinations---------------------: 
Other----------------------------: 

Paper and allied products-------------: 
Chemicals and allied products----------: 

Drugs-----------------------------: 
Soaps and cosmetics-----------------' 
Industrial chemicals--------------.,--' 
Plastics materials----------------: 
Combinations----------------------: 
Other-----------------------------: 

Rubber-------------------------------: 
Primary and fabricated metals-------: 

Primary----------------------: 
Fabricated, excluding aluminum, : 

copper and brass----------------: 
Primary and fabricated alUII1inum------: 
Other--------------------------------: 

Machinery, except electrical-----------: 
Farm machinery and equipment---------: 
Industrial machinery and equip-

ment----------------------------: 
Office machines---------------------: 
Electro~ic computing equipment-----: 
Other------------------------------: 

Electrical machinery-------------------: 
Household appliances-----------------: 
Electrical equipment and appara-. : 

tus----------------------------: 
Electronic components, radio, and 

T.V.--------------------------: 
Other-----------------------------~ 

Transportation equipment---------------: 
Textiles and apparel------------~----: 
Lumber wood and furniture------------· 
Printi~g and' publishing----------------: 
Stone, clay, and glass products--------: 
Instruments----------------------------: 

287 
57 
19 
63 

148 
174 
875 

85 
46 

341 
182 

68 
1S3 
106 
428 
197 

125 
89 
17 

1,478 
271 

602 
99 

227 
279 
661 

60 

289 

266 
46 

2,211 
61 
20 
42 

ll8 
236 
107 

3, 779 

106 
**19· : 
*u 

** 14": 
**62 ·: 
**46": 

347 
** 27··: 
**20": 

** 117 ·: 
**73 .. , 
"*so··: 

60 . 
**66": 

24S 
**ll8": 

86 : 
** 32 ·: 

*9 ·: 
677 

*1S4 

269 
**36 
*94.: 

**124 
**297· 

**39' 

**133": 

101 : 
**24·: 

1,707 : 
*40": 

** 11": 
** 24· ~ 
11*76": 
**98 ": 

39 : 

783 

**64 : 
** 11' ., 

*2 ·: 
**2S·: 
**26 00

: 

**so·•: 
140 : 

** 10 ·: 
** s ·: 

** S5 
"* 36 

**8· : 
* 26.: 
** 5 ·: 

**34 .. , 
**9· 

** 10' 
**14 
**l· 
200 

** 11· 

**69 
**38": 

*3S ·: 
**47 
**94 

*4 

**37": 

**46 
*7 

**82 
**7 
**3 
**9· ·: 
**7·: 

**70 
**18 Other manufacturing--------------------: 

.~~~~--'~~~--=-~-

*Tariff Commission estimate for entry suprressed by source agency. 

480 

** 25' 
*4.: 

**o .. , 
*ll· 

**10· ·: 
*18.: 

** 58 ·: 
**6·: 
**4 

**31 ~ 
*6.: 
*2.: 
*9': 

*14 
**26' ·: 

**9 ': 

*7 : 
•9-·: 

**l ·: 
** 141' ': 
** 18··: 

**44 ·: 
**9": 

** 50": 
*11 20· ·: 
**89-

**4· : 

**38·: 

*43 
*4 

*61 
**2 
ll*O 
11111 

11* 10 
1111 23 
11* 12 

S91 

**47· 
*7 
*2 

*u ·: 
**27": 
*31 : 

**67 ·: 
**7": 

* s.: 
** 38· ~ 

**6··: 
*O.: 

** 11· 
** 8 

**37": 
* lS .. , 

**8": 
** 12' : 
**2": 

** 120": 
*21 

**29· 
**6": 

** 37 
**27 
**83 

**4 

**35 

111140· 
114 ·: 

* 135·: 
**4": 
**2 ·: 
** l··: 

116.: 
*11 31": 
*11 19·': 

**Partly estimated by the Tariff Commission in lieu of entry suppressed by source agency:· 

345 

*21 · 
*9 
*O· 
*O··: 

**12' ·: 
**8 

**llO 
** 8 
**7 
*49 
• 34 
** s 
**7 
* 4 -: 

*24 
• 13": 

**3' ·: 
•1 .. ·: 

** 1· ·: 
** 49' : 

**3 

11*20 
** 1 

*3 
**22 ~ 
**22 

**O 

** 14 

*118 
**O 
11 84. 
**4 
**o 

113 
117 

*112 
11*7": 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Division. 

Mexico Brazil 

•• sn··: 234 

• 12-: 
*6.: 

** l": 
**0": 

* S·: 
11* lS··: 

** 104· : 
111117.: 

** 3 : 
** 34 

* 18.: 
*l 

*31 ·: 
* 4·: 

** 48· 
**33 

*O 
"* lS· ·: 
**0": 

* 199 •: 
**43··: 

** 107": 
** 5": 
* S· ! 

**39": 
*46.: 
**4 

*17 

111122 
•113 

11 131 
**4 
11110 
•114 
llff 7 
*116 

•1112 

* 12 
** 1 . 
*3 

** 2 . 
**6 
**6 . 

**49 
** 10 

*2 
**17 .. 

*9 
** 2 

*9 
*5 

* 14 
**O 

** 11 
**O 
** 3 

**92 
** 21 

**64 
*4 

**3 
**O 

**30 
**5 

**15 

*116 
11*4 
*11 
11*0 
11114 
**O 

*5 
11116 
**O 
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Tabla A~ja.--Manufactured •roducta: U.S. !INC related exports, by cou11try of daatination, selected countries, by industry, 
1970 

(In millions of U.S. lollare) 
Total, all Canada United France 
countries Kina4pl Germany 

West Belgium- Mexico : Brazil 
Luxembourg 

All manufacturing------------: 

Food products----------------: 
Grain mill products-----------: 
Beverages------------------: 
Combinations- -------: 
Other-----------------1 

Paper and allied products-----------: 
Chemicals and allied products-------: 

Drugs---------------------• 
Soape and cosmetics-----------,--: 
Industrial chemicals------------: 
Plastics materials-----------: 
Combinations---------------: 
Other--- --------• : 

Rubber.:--'--------------------: 
Primary and fabrlcated metals-----: 

Primary-----------------: 
Fabricated, excluding aluminum, I 

copper and braes--------------i 
Primary and fabricated aluminum----: 
Other--------------------: 

Machinery, except electrical-----------' 
Farm machinery and equipment-"'------: 
Industrial machinery and equip-

ment------------------------: 
Office machines---------------: 
Electronic computing equipment-----: 
Ot~er----------------------: 

Electrical machinery-------r-------:. 
Household appliances-----7--------: 
Electrical equipment and appara- I 

tus-~----------------' 
Electronic components, radio, and 

T. V .---------------------: 
Other-------~-----------: 

Transportation equipment~----------: 
Textiles and apparel------------: 
Lumber, wood, and furniture--------; 
Printing and publishing--- ----· 
Stone, clay, and glass products----: 
Instruments-----------------: 
Other manufacturing--------------: 

11, 707 

483 
98 
38 
38 

309 
310 

1,069 
130 

70 
SOl 
218 

46 
104 
180 
924 
332 

S92 

2,228 
267 

y l,310 
383 
268 

]J 
9S8 
111 

330 

441 
76 

4,243 
168 
107 

47 
174 
S62 
2S4 

6,122 

209 
••39": 
H24-·: 
.. 36·• 
**110·~ 
••137 .. , 

333 
42 : 
2S : 

••1S6": 
••12·-: 
**22··: 

16 
**83 

2SO 
110· 

Bl 
**S2": 
••7··: 
702 : 

*110': 

293 : 
••70·': 
*68·: 

**161·': 
**313": 

**60": 

••101· : 

98 : 
**48 .. : 

3,396 : 
**96"': 
**66": 
**26 
**99": 

**362": 
so : 

•8S•: 
••9 .. , 
**1··: 
**0": 

**7S··: 
**40"': 
1S9 

7 : 
*7" 

**72••: 
**40··: 

. **10"': 
••23--: 
**33··: 
*212·: 

S5 

72 
.. 84": 

**l .. : 
Sl9 

**10": 

H84'": 
*3·: 

**2": 
*2.: 

.. 77 .. , 
*32·: 

*"60··: 
**10·: 
**9": 

**21·': 
•10 ': 

*3 
•7. : 

*19.: 
**94··: 

311··: 

**60"': 

••210·" 
**28··: 

.. 18": 
•3 ·: 

**4·-: 
•o" 

**ll··: 
*30•: 

**132"': 
••11··: 
••7 .. , 
tl/10 

**S6· :· 
•2·: 

*16.·: 
**19": 

**162··: 
64 ·: 

**98 

**241· 
*28· 

**184 ·: **l/ 89"•: **l/ 85'·: 
**177 " -.*24·-: - **7S ·: 

*S6 : **69 .. : *"S3··: 
**92··: 1/ l/ 

••l3s··: .. l26·-: **163" 
**2'":· ••o··: ••2 #: 

53 : 

**72": 
**B··: 

••201· .. 
••2s··: 

lS : 
**3': 

H17·: 
**98 . ., 

9S : 

••s1··: 

*73" 
•2" 

*125 ·: 
••2·~ 
**3··: 
*IQ··: 

••15 ·: 
••s4· 
••16·: 

••1a·: 

**Bl 
•2 

*188 
**9 

**21 
.. 0: 

**10 
**40 
••39 ·: 

**61S 

•7.: 
•1-: 
*l-: 

**O··: 
*"S": 

••11·" 
**169··: 

**14·-: 
••9·., 
•92.: 
•21-: 
••s·~ 

••25··: 
*8·: 

*6S·: 
23•: 

••42··: 

**146": 
••8 ·: 

**l/ 119·-: 
- **14 

**5··: 
.1/ 
- .. 48": 

**O ·: 

**23": 

••24·-: 
**Id: 

*104·: 
**14 '( 
••1··: 
**l : 
•4" 

**2··: 
••29·., 

]} Values for Other Machinery, except electrical'.'are combined with''rndustr:l.al machinery and equipment'.' 
*Tariff·Commission estimate for entry suppressed by:eource agency. . " 
**Partly estimated by the Tariff Commission .in lieu of entry or entries suppressed by source agency, 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Division. 

••918··: ••497 

**1S": 
*41-: 

4.: 
**O·-: 

••30··: 
*48" 

**118": 
**26'': 

•7 
**64 : 
**13·: 

o·: 
•a" 
*6" 

*86': 
31": 

**29": 
*26': 
**0": 

**lBS«: 
*S7.: 

**73·-: 
**1·-: 
**l··: 

**SJ·-: 
**l4S 

*46 

*"l 

•as 
**13 

**187 
*19 
**O 
•17 

**22 
**2 
••8 

•s 
**2 

*2 
0 

••1 
**6 

••gs 
••20 

*6 
••56 

*6 
••1 

•9 
•12 
*5S 
lS. 

**38 
**o 
••2 

**22S 
**26 

**161 
**22 
**16. 

**O 
**28 

**1 

**17 

**8 
**2 
*36 
**3. 
*"l 
••o 

*7 
**4 

**17 



Table A-33 ,--Manufactured products: Increase, or decrease (-) in U.S. ·MN(! ·related ·exports>- biY. country ·of destination, selected countries, 1966 to 1970 

Industry 

Total, 
·selected 
countries 

(Amount in millions of ·u;s. dollars) 

Canada United 
Kingdom 

France West 
Germany 

• · Belgi11111 
Luxembourg 

Per- : .·- : Per .. :: . : Per- . Per- . 

Mexico Brazil 

_ 1 Per-
Amount cent 

, l'er
Amount; cent ·Amount cent : ·Amount: cent :Amount. : cent :Amount cant ,Amount 

Per- : ---.-:-:Par-
cent :Amount : cant' 

Manufacturing, all------------: 4,903 

"Tocicf products-----~----~..;;;::.;;.: 
Grain mill producu-------: 
Beverages -: 
CambinatiODS-----------: 
Other . 

Paper and allied. product•------· 
Chemicala and allied products----: 

Drugs -----1 
Soaps and cosmetics--------· 
Itidustrial ·chemicals -: 
Plastic• materiala--------------• 
ColllbinatiClllB 
Other-------------.--· 

lubber --: 
Primary and fabricated" -.etala-----: 

Primary-
. Fabricated, excluding aluminum, 

copper and brass---------: 
Primary and fsbricated aluminum-----: 
-Other-----------·-----· 

Machinery, except electrical-------: 
Farm machinery and equipment----·: 
Industrial machinery and equip-

196 
41 
19 

-25 
161 
136 
194 

45 
24 

160 : 
36 

-20 
-49 

74 
496 
135 

361 
361 
361 
750 
-4 

1/ 614 
- 284 

41 
1/ 
- 297 

51 

41: 

us 
30 

2,032 
107 

87 
5 

56 
326 
147 

74 : 2,343 

68 
72 

100 
-40 
109 

78 
22 
53 
52 
47 
20 

-29 
32 
70 

116 
69 

1S6 
1S6 
1S6 

Sl 
-1 

88 
287 
18: 

4S 
8S 

14 

66 
u 

,92 
17S 
435 

12 
47 

118 
137 

103 
-20 

13 
22 
48 
91 

-14 
15 
s 

39 
-1 

-28 
-44 

17 
s 

-8: 

-s 
13 

2 
25 

-44 

24 
34 

-26 
37 
16 
21 

·-26 

-3 
24 

1,689 
S6 
SS 

2 
23 

264 
11: 

62 

94 
-lOS 

118 
157 

77 
198 
-4 
S6 
2S 
33 
-1 

-S6 
-73 
26 

2 
.-7 

-6 
10 
22 

4 
-29 

9 
94 

-28 
30 
s 

sti 

-20 

-3 
100 

99 
140 
soo 

8 
30 : 

269 : 
28 : 

860 

21 
-2 
-1 

~is 
49 : 

-10 
19 
-3 • 

2 
17 
4 
2 

-3 
28 

176 
46 

62 
132 

0 
319 
-1 : 

115 
139 
21 
45 
41 
-2 

16 

26 
1 

12S 
18 
12 
-6 
10 
28 
77 

110 

33 
-18 

so 
100 
188 : 
-20: 

14 
-30 

40 
31 
11 
2S 

-12 
560 
518 
Sll : 

620 
528 : 

0 
lSS 
-9 

167 
366 

60 
96 
44 

-50 

43 

57 
14 

152 
257 
400 
-67 
143 

40 
428 

360 

59 
-1 

2 
-9 
67 
14 

2 
4 
s 

-10 
4 
1 

-2 
s 

68 
25 : 

43 
43 
43 
69 
10 

7S 

236 
-2S 
2/ 
-82 
670 

78 
3 

67 
125 
-32 

67 
so 

-22 
36 

262 
278 : 

2S3 
2S3 
2S3 

49 
S6 

1/ 2S 1/ 39 
- lS - 167 

19 38 
1/ 1/. 
- 37 -42 

-4. -100 

13 : 34 

30 70 
-2 -50 
64 105 

0 0 •. 
3 2/ 

-1 -Too 
5 50 

31 135 
4 33 

481: 81 

-29 
-4 

2 
-11 
-16 

-62 
-S7 
100 

-100 
-59 

-1 : -3 
65 

4 
:t. 
2 

so 
2 
5 

11 
12S 

49 

76 
76 
·76 

121 
1 

1/ 29 
- 69 

16 
1/ 
so 

2 

97 
57 I 

40 
5 

833 
2/ 
4s 

138 
338 
327 

34S 
345 
345 
101 

33 

.1/S2 
: i-;150 

43 
1/ 
96 
50 

43 : 123 

41 103 
-2 -so 
S3 39 

5 125 
19 950 
-1 -100 

4 67 
9 29 

20 105 

Y Amount for Other· !lachinery, exce~t electr~eal1! i~ combin~d with,"industri:l mach~nery and equipment~,- -
l:_I Not computable, as the exports in 1966 were nil. 

Source: Computed from figures givan in Tables A-31 and A-32. 

270 78 

-14 -67 
-8 -89 

1 2/ 
0 - 0 
3 150 
9 113 

59 54 
6 75 
2 29 

43 88 
-13 -38 

3 60 .• 
18 257 I 
4 100 

41 171 
10 77 

31 282 
31 282 
31 282 
97 198 

5 l67 

1/ 77 
- 13 

183 
:1,300 

67 2 
1/ ·: 
-26 118 

0 0 

9 : 64 

16 200 
1 2/ 

20 24 
10 2SO 

1 2/ 
-2 -67 
-3 -43 

0 0: 
22 314 : 

326 

63 
3S. I 

·3 
0 

2S 
33 
14 
9 
4 

30 
-5 
-1 

-23 
2 

38 
2 

-29 I 

11 
0 

-14 
14 

55 

525 
583 
300 

0 
:500 
220 
12 
SJ I 

!133 
. 88 
'-28 

_;100 I 

!-74 : 
: .50 I 
I 79 : 

6 
I 

-1100 
73 

0 
7 

33 

34 32 
-4 -80 
-4 ·-80 
14 36 
99 21S 

142 3,550 

-16 : -94 : 

63 286 
10 333 
56 43 
15 375 

0 0 
13. 325 
21 : 2, 100 : 
-4 : -67 
-4 : -33 

263 

...,7 
l 

-1 
-2 
-s 

0 
49 
10 I 

4 
39 
-3 
-1 

0 
7 

41 
lS 

27 
0 

-1 
133 

s 
97 
18 
13 I 
0 

-2 
-4 

2 

2 
-2 
25 

3 
-3 

0 
2 

-2 
17 

112 

-2~ 
100 
-33 

-100 
-83 

0 
100 
100 
200 
229 
-33 
-so 

0 
140 
293 

!/ 

245 
0 

-33 
145 

24 

152 
450 
433 

0 
-7 

-80 

13 

33 
50 

227 
2/ 
- 75 

0 
40 

-33 
"!:_/ 



388 

Table A-34.--Manufactured products: Exports to the United States by MOFAs of U.S. MNCs by country of origin, selected 
countries, by industry, 1966 

(In millions of U.S. dollgsl 

Indlllltz7 
Total, : United 

selected Canada Ki--'-. ;;:; ;--France West . Belgium- . Mexico 
Germany ;Luxembourg; Brazil 

Manuracturing, all-----------------: 
Food products~------------------: 

Grain mill products-------------: 
Beverages--------------------: 
Combinations-------------------: 
Other--------------------------;--: 

Paper and allied products--------------: 

Chemicals and allied products---------: 
Drugs-----------------------------: 
Soaps and cosmetics-----------------: 
Industrial chemicals---------------: 
Plastic materials---------------------: · 
Combinations--------------------: 
Other-----------------------------: 

Rubber----------------------------: 

Primary and fabricated metals---------: 
Primary---------------------------: 
Fabricated, excld. aluminum, copper, 

and brass------------------------: 
Primary and fabricated aluminum---~: 
Other----------------------------: 

:~achinery, except electrical--------: 
Farm machinery and equipment----------: 
Industrial machinery-and equipment---: 
Office machines-----------'-'-----""----: 
Electronic computing. equipment-...:.-----: 
Other-----------------------------: 

Electrical machinery----------------: 
Household appliances--------------: 
Electrical equipment and apparatus---: 
Electronic components, radio, and 

TV-------------------------------: 
Other---------------------------: 

Transportation equipment----------: 
Textiles and apparel----------------: 
Lumber, wood, and furniture-----------: 
Printing and publisbi.Dg----------------: 
Stqne, clay, and glass products---------: 
Instruments--~-~---------------------: 
Other manufacturing----------------~-: 

countries ~ :'" 

2,355 
80 

3 
27 

3 
47 

409 

136 

• 
0 

: . 

9 : • 
l : • 

13 : " 
50 0 

44 • 
18 : • 

13 : • 

37 
14 : " 

13 
17 

3 

216 
97 
39 
29 
34 
17 

121 

• 
• 

" 
" • 

41 • 
19 

34 
27 : • 

1,056 
7 

138 
7 

53 
72 
10 

: . 
: .* 

* • 

1 
13 

2 
30 

• 
• 

406 : • 

112 
5 • 
0 
7 .: 

44 • 
44 • 
12 " 

12 

27 
13 

10 
3 : •. 
l : • 

118 
65 : • 
27 

2 
14 • 
10 

67 
20 • 

15 : " 

21 : " 
11 : • 

954 • 
2 " 

135 ° 
l 

. 47 ti 
57 •. 
2 

173 
18 

0 
14 

0 
4 

: . 
: . 
: . 

0 : " 

5 
0 • 
0 * 
l • 

0 * 
0 : * 
4 : • 

0 : • 

9 : • 
0 : • 

3 : • 
4 
2 : • 

45 
6 * 
7 • 

14 " 
14 * 

4 

38 
15 • 

3 : • 

10 : .. 
10 : " 

36 : .. 
2 : • 
l 
4 .• 
6 
7 : " 
2 

*Tariff Commission 11stimate for entry suppressed by source agency.~·'·-

27 
3 : • 
0 
0 .. 

l * 
2 : • 

0 : • 

3 : • 
0.: * 
0 : • 
3 
0 *· 
0 : • 
0 : • 

0 : * 
0 : • 
0 : * 

0 
. 0 : • 

0 : • 

11 
o· * 
2 * 
4 
5 • 
0 • 

4 
2 • 
1 : • 

1 : • 
0 : • 

4 : • 
0 : • 
0 
1 : • 
0 : • 
1 
0 : " 

77 
0 • 
0 • 
0 • 
0 • 
0 : • 

l : • 

4 
0 : • 
l : .• 
0 • 
2 : * 
0 : • 
0 : * 

0 

0 : • 
0 : • 

0 : " 
0 : * 
0 .: • 

.12 
1 
3 
7 
0 
l 

• 
* 
• 
• • 

8 • 
3 
0 : " 

l : • 
4 : • 

43 
0 : • 
0 
0 
0 : * 
5 : • 
4 : • 

41 
0 : • 
0 • 
0 • 
0 : • 
0 : • 

0 

4 
0 
0 

0 * 
4 .. 
0 * 
0 : • 

0 : • 

0 : * 
0 : • 

0 : • 
0 
0 

29 ~ 

25 • 
0 .• 
2 .. 
0 • 
2 

2 * 
0 • 
0 

0 • 

~ * 
3 : • 
3 * 
0 • 
0 : • 
o· * 
0 * 
0 : " 

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Internatiunal Investment Division. 

35 
11 

2 
0 
0 
9 

0 

6 
4 
0 
2 
0 
0 
0 

1 

• 
" 
• 
• 
* 
• 
• • 

• 
• 

1 : * 
1 : * 

0 
0 
0 : • 

0 : • 
0 

·o * 
0 • 
0 • 
0 • 

1 • 
l 
0 : ~ 

0 • 
0 * 

11 : * 
0 : * 
l • 
l :·• 
0 
i *. 
l : • 

16 
.2 
0 
0 
0 
2 

2 

2 
0 
0 
0 
0 
0 
2 

0 

0 
0 

0 
0 
0 

1 
0 
0 
0 
l 
0 

l 
0 
0 

l 
0 

5 
0 
l 
0 
0 
1 
1 
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Table A-35.--M&nutactured products: Exports to the United States by !-!OFAs or Ll.S. MNCs by 00"Jr.tn· of origin, selected 
countries, by industry, 1970 

(In millions cf U.S. dollars) 

Industry 
Total, 

selected 
countries 

Canada United 
Kingdom - France West . Belgium- . Mexico 

Germany ;Luxembourg ; Brazil 

Manuf'acturing, al.1------------------: 
Food products----.-.,.------------------: 

Grain mill products-----------------: 
Beverages--~-----------------------: 

Combinations------------------------: 
Other-----------------------------~-: 

Paper and allied products--------------: 

Chemicals and allied products-----------: 
Drugs-----'---------------------------: 
Scape and cosmetics------------------: 
Industrial chemicals-----------------: 
Plastic materials~-----------------: 
Cocbinations-------------------------: 
Other---------------------------------: 

Rubber----------------------------------: 

Primary and fabricated metals-----------: 
Pricary-----------------------------: 
Fabricated, excld. aluminum, copper, 

and brass---------------------------: 
Pricary and fabr

0

icated aluminum------: 
Other---------------------------------: 

Machinery, except electrical-----------: 
Farm machinery and equip:nent----------: 
Industrial machinery and equipment---: 
Office machines----------------------: 
Electronic computing equipment--------: 
Other--------------------------------: 

Electrical machinery-------------------: 
Household appliances------------------: 
Electrical equipment and apparatus----: 
Electronic components, radio, and 

TV-----------------'-----------------: 
Other----~---------------------------: 

Transportation equipment--------------: 
Textiles and apparel----------------: 
Lumber,. wood, and furniture----------~: 
Printing and publishing-------------~-: 
Stqne,. clay; and glass products-------: 
Instrur.:ents---'---~-------~-------------: 
Other manufactu:ing-----------------~---: 

5,249 
77 
7 

27 
10 
39 

544 

131 
39 : * 
4 * 

18 * 
28 : * 
32 : * 
10 : * 
41 

87 
28 

41 

• 

5 : * 
13 ': * 

473 :; 
106 .: * 
181 

44 ': * 
64 : • 
74 : 

!: 
147 ,: • 

21 1
: • 

51 1; 

59 
12 : • 

3,163 
55 : • 

290 
13 : * 
52 

·125 : * 
55 

4,401 
40 

6 
8 
8 

18 

537 

76 
25 : • 

0 : * 
13 * 
13 * 
25 • 

0 * 
36 

69 
21 

36 
3 : • 
9 * 

309 
88 * 

148 
l 

35 : * 
37 

80 
5 : * 

38 : * 

27 • 
10 • 

2,768 
44 

270 
5 

29 
103 

35 

: * 
: *· 
: * 
: . 
: .. 
: . 
• 

*Tariff Commission ~stimate for entry suppressed by source agency. 

228 
14 

0 
11 

0 
3 

l 

9 • 
3 • 
0 * 
l * 
0 * 
3 • 
2 * 
3 

8 .. 
0 * 
5 
l 
2 : * 

60 
0 : • 

18 • 
13 * 

0 : * 
29 

29 
6 : • 
1 : * 

16 : * 
0 : * 

75 : * 
0 : • 
3 • 
3 • 
5 : 11. 

9 : • 
9 • 

50 
1 
0 
1 
0 
0 

2 

10 • 
1 : * 
l : * 
1 : " 
7 " 
0 : * 
0 : • 

0 

3 : II 

2 : • 

0 
0 : • 
l : • 

13 
1 : • 
1 : * 
1 
8 : • 
2 : * 

3 
2 : • 
0 : * 

1 : * 
0 : * 

5 : * 
0 : * 
2 : * 
1 : * 
5 : * 

. 2 : . 

3 * 

384 
1 
0 
0 
0 
1 

2 

12 
4 • 
2 • 
1 * 
5 * 
0 • 

0 * 
0 

2 * 
1 * 

l 
0 : * 

44 * 
14 * 

2 
14 * 
9 * 
5 : * 

18 * 
8 
5 : * 

l : * 
0 * 

275 
3 
5 
l 
5 
1 
3 

: . 
* .. 
• 

: * 
: * 
: . 

~~~--"--~--"'--~~ 

39 
2 
0 
0 
0 
2 

2 

1 
2 • 
l • 
1 • 
2 : .. 
l : • 
0 : * 

0 • 
3 : * 
2 : * 

0 
l 

5 
0 
l 
4 

• 
* 
* 
* 

0 : * 
0 

5 : II 

0 : • 
l : * 

3 • 
l ! II 

5 
5 
0 
1 

·2 
1 
l 

: * 
* 
* 
* 

: * 
: * 
: * 

19 
8 
l 
1 
l 
5 

0 

6 
4 • 
0 • 

1 " 
l : • 
0 : * 
0 • 

l : * 

l : • 
1 : • 

0 
0 

10 
3 
2 
2 
2 
l 

* 

* • 
* 

10 * 
0 : * 
0 : • 

10 : * 
0 * 

30 * 
2 • 
5 .. 
l : • 

l : * 
2 : * 
2 : II 

68 
5 
0 
0 
1 
4 

0 

11 
0 
0 
0 
0 
3 
8 

l 

l 
l 

0 
0 

28 
0 
9 
9 

10 
0 

2 
0 
0 

l 
l 

5 
l 
5 
l 
5 
l 
2 

Source: Volt• Department of Commerce, Bureau of Economic Analysis, International Investment Division. 
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Table A-36 .--Domestic and foreign investment variables, 1970 

(Millions of dollars) 

All manufacturing------------------------------------------: 
Food products----------------------------------------------: 

Grain mill products--------------------------------------: 
Beverages-----------------------------------..:------------: 
Other food products--------------------------------------: 

Paper and allied products----------------------------------: 
Chemicals and allied products------------------------------: 

Drugs----------------------------------------------------: 
Soaps and cosmetics--------------------------------------: 
Industrial chemicals-------------------------------------: 
Plastics materials---------------------------------------: 
Other chemicals------------------------------------------: 

Rubber products--------------------------------------------: 
Primary and fabricated metals------------------------------: 

Primary metals (except aluminum)-------------------------: 
Fabricated metals (except aluminum, copper, and brass)---: 
Primary and fabricated aluminum--------------------------: 
Other metal products-------------------------------------: 

Non-electrical machinery-----------------------------------: 
Farm machinery and equipment-----------------------------: 
Industrial machinery.and equipment-----------------------: 
Office machines------------------------------------------: 
Electronic computing equipment---------------------------: 
Other non-electrical machinery---------------------------: 

Electrical machinery and apparatus-------------------------: 
Household appliances-------------------------------------: 
Electrical equipment and apparatus-----------------------: 
Electronic components, radio, T.V.------~----------------: 
Other electrical machinery-------------------------------: 

Transportation equipment-----------------------------------: 
Textiles and apparel---------------------------------------: 
Lumber, wood products, and furniture-----------------------: 
Printing and publishing------------------------------------: 
Stone, clay, and glass products----------------------------: 
Instruments------------------------------------------------: 
Miscellaneous manufacturing----~---------------------------: 

Note: 

Domestic . 
capital stock,: 

all firms · 

260,101 
25,551 

3,098 
5,276 

17,777 
19,357 
36,037 

2,693 
1,748 

18,620 
8,559 
4,417 
7 ,977 

57,383 
33,860 
14,998 

6,609 
1,916 

20,367 
1,388 

ll 
832 

1./9 '765 
8,382 

16,107 
1,656 
3,518 
8,356 
2,577 

20,418 
13,945 

8,554 
10,105 
13,237 

4,084 
6,979 

Net fixed 
assets of 

MNC foreign 
affiliates 

30,915 
1,853 

289 
451 

1,113 
2,007 
6,868 

681 
478 

1,929 
2,204 
1,576 

974 
2,619 

682 
1,030 

902 
5 

3,798 
204 

!:/ 
416 

2,732 
440 

2,613 
295 

1,068 
606 
644 

5,131 
625 

1,296 
138 

1,046 
1,345 

602 

}:/ Industrial machinery and equipment included under electronic computing equipment. 

Source: U.S. Census of Manufactures and U.S. Department of Commerce, Bureau of Economic 
Analysis, .International Investment Division. 
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CHAPTER IV 

IMPACT OF THE MULTINATIONAL FIRM ON WORLD PATTERNS OF INVESTMENT 

Introduction 

U.S.-based direct investors have had a major impact on both the 

rates and patterns 0f gross fixed capital formation in host countries 

around the world. U.S. investors in particular are among the principai 

suppliers of private capital to the less developed countries (LDCs), 

where low rates of saving and undeveloped capital markets prevent rapid 

domestic accumulation of the wherewithal for heavy investment. That the 

large U.S. petroleum and mining companies have had an important role in 

the development of mineral resources in countries fortunate to have been 

endowed with them by nature is well known. The role of U.S.-based multi

national corporations (MNCs) in the manufacturing industries of some 

LDCs also has been pronounced. Perhaps less understood is the importance 

of the American MNC as investor in the highly developed, industrial 

countries. In the industrial West many of the most important industries 

in fact depend heavily on capital formation by U.S. owners as a principal 

source of growth and change. 

This chapter attempts to put into focus the impact of the MNC on 

investment patterns and rates. It is concerned not only with the "real" 

aspects of investment-~the actual installation of bric~, mortar, and 

machines to generate productive actitity--but also with the financial 

flows which allow capital formation to take pla~e, and with how these 

flows affect capital markets in host countries, the United States, and 
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third countries.· Thr9ughout, emphasis is placed on the United States 

and seven key nations which account for about two thirds of the book 

value of U.S. direct investment abroad in manufacturing: the United 

Kingdom, West Germany, France, Belgium (and Luxembourg), Canada, Mexico, 

and Brazil. This sample of countries covers a significant proportion 

of the industrialized free world, along with the two nations bordering 

the continental United States, where contiguity has raised special 

problems related to direct investment, and Brazil, a fast-growing LDC in 

an area where U.S. direct investors have long been important. Attention 

is given almost exclusively to the manufacturing industries of these 

countries because the MNCs' activity in manufacturing is the principal 

concern of the study as a whole as well as the source of the main issues 

that arise with respect to their behavior. 

The chapter begins with some background material in the form of a 

brief survey of overall rates of capital formation in th~ manufacturing 

sectors of the United States and the seven countries under review. This 

is followed by an analysis of the patterns and growth--in terms of both 

geographic and industrial distribution--of the plant and equipment 

spending of U.S. direct investors. The data are then combined in order 

to highlight the role of the U.S.-based MNC in the investment patterns 

of host countries. The results are startling, showing a higher order of 

dependence on U.S. capital, even in the .. most advanced countries, than 

has commonly been thought to be the case. 

The foregoing material completes section A of the chapter, on the 

effects of MNC operations on patterns of "real" investment in the 
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United States and abroad. Section B explores financial relationships, 

integrating them with the material already covered. It analyzes the 

sources of finance for the physical investments surveyed in section A 

and evaluates the roles of capital transfers to and from the United 

States,,and of borrowing abroad (in host and third countries). It also 

analyzes changes in capital sourcing, assesses the stability of the MNCs' 

behavior in this respect,and discusses the overall financing strategies 

of the multinational firm. Finally, Section C presents an accountant's 

look at the profitability and other performance characteristics of the 

MNCs. 

A. Physical Investment and the MNCs' Role in Generating it 

Aggregate fixed capital spending in eight countries 

In the years 1966 through 1970, national accounts and the capital 

spending data of the eight countries under review indicate total capital 

outlays of more than $245 billion in manufacturing (see Table 1). 

Almost exactly half of this--$122 billion--occurred in the United States, 

where investment outlays, in other words, roughly equaled those in the 

other seven countries combined. France took second place, with $35 bil

lion or over 14 percent of the total; it led a group of three large, 

highly developed countries which also included West Germany (13 percent) 

and the United Kingdom (10 percent). Canada and Mexico together 

accounted for over 9 percent, leaving under 4 percent to be shared by 

Belgium~small but industrialized~and Brazil--giant but underdeveloped. 
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Table 1.--~ross 'fixed capital formation in manufacturing 
in eight countries, cumulative, 1966-1970 

(Billions of U.S. dollars) 
Country 

Total---------------------~---------: 

United States-------------------~-:· 
United. Kingdom--------------.::... ____ : 
France----------------------------: 
West Germany--------------~---~---: 
Belgium---------------------------: 
Canada----------------------------: 
Mexico----------------------------: 
Brazil----------------------------: 
Total, excluding U.S.-------------: 

1/ Estimated. 

Amount 
' 

245.22 

122.44 
24.62 
35.00 
31.59 
5.62 

12.47 
1/ 10.20 

.'3.28 
122.78 

Percent of 
total 

100.0 

49.9 
10.0 
14.3 
12.9 

2.3 
5.1 
4.2 
1.3 

50.l 

Sources: Tables A-1 through A-7 in Appendix to this chapter, 
and Statistical Abstract of the United States, 1971. 
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Ostensibly, the United States was an underachiever in the invest

ment-growth sweepstakes during the four-year period 1966-70. Total in

vestment in manufacturing in the United States rose by only 12 percent 

in that period, compared with an average of about 31 percent for the 

other seven nations in the group (30 percent, excluding Mexico and 

Brazil). However, this ~omparison is misleading, because the U.S. 

figures for 1970 are depressed by the recession which was in full swing 

by that time, whereas the big European countries--especially West 

Germany~were just nearing the peak of a spectacular boom. The more 

appropriate comparison, which would place the United States in roughly 

the same phase of the business cycle as the Europeans, would use U.S. 

capital spending figures for the period 1965-69; in this period, invest

ment in U.S. manufacturing industries rose 34 percent, which slightly 

exceeds the comparable 1966-70 figure for the other seven countries. 

Overall, the appropriate conclusion is that the rates of growth in capi

tal formation, while varying considerably among countries and industries, 

were roughly the same in the United States as in the other seven coun

tries combined during the period under consideration. 

Table 2 takes a closer look at average annual gr.owth rates of in

vestment in manufacturing, by broad industry group, in the eight coun

tries. Investment is an economic activity which tends to show much 

more volatility and variability over the business cycle--and a.cross 

industries~than do other measures of aggregate activity, such as output. 

Accordingly, these figures should be taken as rough indicators only, 

showing general patterns of investment growth rather than precise meas

urements of year-to-year changes. 
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Table 2.--Growth rates of fixed capital formation in manufacturing in eight countries, 1966-1970 

(Average annual ~ercent change) 

:U.S.!/~ West · : Belgium- : : I: : 
U.K. :Germany: France:Luxembourg:Canada~Mexico ~ ~Brazil~ 

. Average, · 
. Average, ; excl. U.S.,· 

Average:excl. U.S.:Mexico, Brazil 

All manufacturing----------------: 7.6 : 4.7 : 6 .4 : 11.3 : 4.9 : 4.8 : 8.3 : 9.8 : 7 .2 : 7.2 : 6.4 
: : 

Food---------------------------: 9.1 : 4.1 : 8.1 : 17 .9 : 7 .o : 5.3 : 6.1 :· 13.0 : 8.8 : 8.8 : 8.5 
: : : : : : : : : : : 

Chemicals----------------------: 4.3 : 4.7 : 3.3 : 1.5 : 2.9 : 1. 7 : 18.7 : 5.3 : 5.3 : 5.4 : 2.8 
: : : : : : : : : : : 

Primary and fabricated 
metals-----·------------------: 9.8 :1s.8 : 9.3 : 13.0 : - . - . -12.5 : 2.3 : 11 5.9 : 11 5.3 : 1./ 9.5 

: : : : : : : : : : : 
Machinery----------------------: 16.8 : 1.4 : 10.6 : 10.8 : 4.0 : 5.4 : -8.5 : 13.5 : 11 6.8 : 11 5.3 : 1./ 6.4 

: : : : : : : : : : : 
Transportation equipment-------: 2.1 : 3.3 : 4.9 : 14.2 : - . - . -9 .o : 14.3 : 1./ 4.9 : 11 5.3 : 11 6.4 

: : : : : : : : : : : 
All other manufacturing--------: 11.6 : 1.3 : 4.4 : 4.6 : 6.1 : 12.1 : 58.8 : . 9.4 : 13.5 .: . 13.8 : . 7.0 

: : : : : : : ..,_·: 
Notes: 

1/ 1965-1969. 
21 1966-1969 .. 
J./ Based on average values shown for all three industry groups in Belgium and Canada. 

Source: Tables A-1 through A-7 in Appendix to this chapter, and Statistical Abstrac_t:__Qf the United Stat__E!.~, 1971. 
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With the foregoing caveat in mind, however, one still can uncover 

some interesting points in Table 2. Among individual countries and 

industries, certain convergences are in evidence. Industry groups which 

showed average growth in investment greater than the mean for manufac

turing as a whole in the United States tended to show the same tendency 

in other countries (i.e., faster growth relative to the average for man

ufacturing in each country), with certain exceptions, most notably in the 

United Kingdom. In general, this is truer of the heavily industrialized 

countries than of Mexico and Brazil, whose patterns of investment growth 

are more erratic, both because new investment spending often is grafted 

onto a·low base--which distorts measurements of percentage change--and 

because investment priorities tend to shift more rapidly among industries. 

The data in Table 3 shift the focus from rates of change to the 

industrial distribution of actual capital outlays in 1970 in the eight 

countries surveyed. Here again, there are close similarities between 

investment patterns in the United States and those of the other seven 

countries taken as a group. Not only are the proportions of total in

vestment accounted for by each major industry group rather similar in 

magnitude, but also the rankings of industries as spenders of capital 

funds are nearly identical. There is one major exception within the 

rankings: the positions of machinery and chemicals in the United States 

and the other seven are exactly reversed. In the United States, invest

ment in the machinery industries is predominant, whereas in the other 

countries chemicals take the superior position. 
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Table 3.--The industrial distribution of fixed capital spending 
in manufacturing, eight countries, 1970 

(Amounts in millions of U.S. dollars) 
United States ~Seven key countries !/ ~All eight countries 

~~~~~~~~~ 

Am t :Percent of: Am t : Percent of.: Am t:Percent of oun oun oun : Total : : Total : : Total 

All manufacturing-------------:26,340 : 100 : 29,739 : 100 :56,079 : 
Food------------------------: 2,840 : 11 : 4,200 : 14 : 7,040 : 
Chemicals-------------------: 3,440 : 13 : 5,155 : 18 : 8,595 : 
Primary and fabricated 

metals--------------------: 4,340 : 16 : ~/ 4,445 : 15 :·8,785: 
Machinery-------------------: 5,740 : 22 : ~/ 4,260 : 14 :10,000 : 
Transportation equipment----: 2,430 : 9 : '!:_/ 2 '775 : 9 : 5 ,205 : 
All other manufacturing-----: 7,550 : 29 : 8,904 : 30 :16,454 : 

!:_I United Kingdom, West Germany, France, Belgium-Luxembourg, Canada, Mexico, Brazil. 
'1:.J Partly estimated. 

100 
13 
15 

16 
18 

9 
29 

Sources: Tables A-1 through A-7 in Appendix to this chapter, and Statistical Abstract of 
of the United States, 1971. 
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Capital spending by the U.S.-based MNCs 

In 1970, total foreign plant and equipment spending in manufactur

ing by U.S. direct investors reached $6.5 billion, up more than 42 per

cent from $4.6 billion in 1966. As indicated in Table 4, 64 percent of 

the total was spent in the seven countries under discussion in this 

chapter, a slight drop·from the 66 percent share in 1966. However, a 

rather precipitous drop in Canada's share of the total is the exclusive 

reason for the small decline. Investment spending in Canada fell slightly 

in absolute terms and heavily as a proportion of the total, reflecting 

a tendency since the mid-1960's for U.S. investment in Canadian manufac

turing ·to level off while investment in the rest of the world continuai 

to grow rapidly. However, in the other six countries of the group, cap

ital outlays by U.S.-owned affiliates rose half again as fast as affili

ate spending in the world as a whole, climbing by roughly 65 percent 

from $1.9 billion to $3.1 billion and increasing their share of the 

world total from 41 percent to 48 percent. Of the other countries and 

areas shown in the table, Japan's share doubled, but from a very low 

base; in 1970, U.S.-related affiliates still spent only $374 million on 

new plant and equipment in Japan, a mere 6 percent of the world total. 

The expansion of investment in European countries other than the four 

key nations of this chapter's seven-country sample also showed consid

erable strength, but capital spending by U.S.-owned affiliates developed 

sluggishly in the Latin American countries other than Mexico and Brazil, 

as political changes and rising nationalism in countries like Argentina, 

Peru, and Chile, began to exert their depressive effect. In all the 
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Table 4.--The geographic distribution of plant and equipment expendi
tures of U.S.-owned MNCs in manufacturing, 1966 and 1970 

(Amounts in millions of dollars) 

1966 1970 . 
~~~-...-~~~---,..·~~~-=-~~~-.,,. 

:Percent of: :Percent of 
:Amount: world :Amount: world 

total total 

World total------------------------:4,583 100 :6,524 100 

Seven key countries .!/-----------:3,014 
Rest of world--------------------:1,569 

Latin America--------------------: 453 
Brazil and Mexico--------------: 200 
Other Latin America------------: 253 

Europe---------------------------:2,224 
Four key countries 2/----------:1,709 
Other Europe--------=------------: 515 

Canada---------------------------:1,105 

Japan----------------------------: 153 

World, excluding Latin America, 
Europe, Canada, Japan----------: 648 

Notes: 
1/ Canada, United Kingdom, Belgium-Luxembourg, 

Mexico, Brazil. 
J:./ United Kingdom, Belgium-Luxembourg, France, 

66 :4,152 64 
34 :2,372 36 

10 669 10 
4 386 6 
6 283 4 

48 :3,614 55 
37 :2,760 42 
11 854 13 

24 :1,006 15 

3 374 6 

15 861 14 

France, W. Germany, 

w. Germany. 

Sources: 1) Survey of Current Business, Vol. 51, No. 9, September 1971, 
Supplemented by revised data from Bureau of Economic 
Analysis, U.S. Department of Commerce. 



rest of the world (Africa, .the Middle East, Asia (excluding Japan), and 

Oceania)9 affiliates' investment spending rose moderately but not enough 

to avert a slight drop in the area's share of the total. 

Table 5 contains the material of Table 4, reworked to highlight the 

regrettably sparse amount of industrial breakdown information available 

on manufacturing investment outlays by the U.S. _MNCs for the world as a 

whole. However, despite its sketchiness, it reveals several interesting 

points. It shows that only three industries--chemicals, machinery, and 

transportation equipment (which, for the MNCs, may be defined essentially 

as motor vehicles)--account for 66 percent of total investment outlays 

by affiliates. For the seven cnuntries under review (hereafter referred 

to as the seven), the proportion is even higher--70 percent. Note also 

that the machinery and automotive categories bear greater weight in the 

Seven than the average for all industries in those countries. By con

trast, investment in the chemical, machinery, and transportation equip

ment sectors by all firms (MNCs and others) in the United States amounts 

to only about 45 percent of total annual capital spending in manufacturing. 

In this respect, the pattern of affiliates' investment abroad differs 

substantially in emphasis from the pattern of gross investment in manu

facturing in the United States, and the difference is most pronounced in 

the seven key countries with which this chapter is concerned. 

A much more complete picture of the industrial distribution of MNC 

investment abroad can be obtained from estimates of the stock (rather 

than the annual flows) of direct investment capital in the several coun

tries and industries of concern. These data are sunnnarized and analyzed 
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Table 5.--Summary of plant and equipment expenditures of U.S.-owned MNCS in manufac
turing industries in seven key countries !/ and rest of world, 1966 and 1970 

(Amoun!:s in millions of dollars) 

=rota!, all:Seven key countries 1/: Rest of world . . - . 
Industry description ' areas ; : (Percent of;-----: ~(P_e_r_c_e-nt of 

(Amount) :(Amount) :world total):(Amount):world total) 

1966 
All manufacturing----------------: 4,583 : 3,014 : 66 : 1,569 : 

Chemicals----------------------: 1,040 : 561 : 54 : 479 : 
Machinery----------------------: 1, 046 : 748 : 72 : 298 : 
Transportation equipment-------: 966 : 831 : 86 : 135 : 
All other manufacturing--------: 1,531 : 874 : 57 : 657 : 

1970 
~1 manufacturing----------------: 6,524 : 4,152 : 64 : 2 ,372 : 

Chemicals----------------------: 1,294 : 691 : 53 : 603 : 
Machinery----------------------: 1,920 : 1,292 : 67 : 628 : 
Transportation equipment-------: 1,060 : 870 : 82 : 190 : 
All other manufacturing--------: 2,250 : 1,299 : 58 : 951 : 

Notes: 
!./ Canada, Brazil, Mexico, United Kingdom, Belgium-Luxembourg, France, West Germany. 

Source: Survey of Current Business, Vol. 51, No. 9, September 1971, supplemented by 
revised data from Bureau of Economic analysis, U.S. Department of Commerce. Also see 
tables A-1 through A-7, in Append°ix to this chapter. 

34 
46 
28 
14 
43 

36 
47 
33 
18 
42 



in 'Iables 6, 7, and 8 on the following pages. Table 6 is designed for a 

quick look at the geographic and sectoral distribution of all net fixed 

investments by all affiliates, in all industries. It makes two simple 

main points: (1) that manufacturing and petroleum, with a combined total 

equal to 78 percent of the net fixed assets of all affiliates in all 

sectors, heavily dominate the pattern of American foreign direct invest-

ment, and (2) that the seven key countries which are the principal focus 

of this study account for 56 percent of total U.S.-owned net fixed assets, 

worldwide, in all sectors. Their share is 67 percent in the important 

manufacturing sector, 61 percent in mining and smelting (almost all of it 

in Canada), and 56 percent in public utilities--but considerably less in 

the other sectors. The most important type of activity in which the 

Seven do not count especially heavily is the petroleum industry, which, 

of course, is greatly skewed toward basic extractive investment in the 

Middle East, Africa, and Venezuela. 

Table 7 contains a more important breakdown of net investment stocks. 

It is constructed exactly as Table 6, but presents more detailed infor-

mation on the manufacturing sector and its branches. These estimates 

highlight the cumulative impact of sizeable annual flows of direct in-

vestment into the "heavy" industries--chemicals, metals, machinery, and 

transportation equipment--which together account for 67 percent of the 

worldwide stock of net direct investment capital owned by Americans. The 

Seven again show their prominence in these industries, with 60 percent of 

the world total in chemicals, 78 percent in transportation equipment 

(motor vehicles), 72 percent in nonelectrical machinery, 51 percent in 
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Table 6.--The geographic and sectoral-distribution of U.S.-owned foreign 
affiliates' net fixed assets in 1970, all industries 

(Amounts in millions of dollars) 

All : i : Mining : :M f : Public : Agr - anu ac-: 1 d . : 1 : and :Petroleum: i :Utilities,: Trade :Finance:lnsurance: Other 
: n ustries:cu ture:smelting: : tur ng : etc. }:_/ 

World totals 
Amount---------------------------: 
Percent shares, by industry------: 

Canada 
Amount---------------------------: 
Percent of world total 2/--------: 
Percent shares, by industry 3/---: 

United Kingdom -
Amount---------------------------: 
Percent of world total 2i--------: 
Percent shares, by industry 3/---: 

Belgium-Luxembourg -
Amount---------------------------: 
Percent of world total 2/--------: 
Percent shares, by industry------: 

France 
Amount---------------------------: 
Percent of world total 2/--------: 
Percent shares, by industry 3/---·: 

West Germany -
Amount---~-----------------------: 

Percent of world total 2/--------: 
Percent shares, by induS"try 3/---: 

Brazil -
Amount---------------------------: 
Percent of world total 2/--------: 
Percent shares, by induS"try 3/---: 

Mexico -
Amount---------------------------: 
Percent of world total 2/--------: 
Percent shares, by industry '}_/---: 

69 ,012 : 258 
100 : negl. 

18, 723 : 54 
27 : 21 

100 : negl. 

7 ,680 : 2 
11 : 1 

100 : negl. 

1,548 : n.a. 
2 : n.a. 

100 : n.a. 

2,680 : 4 
4 : 2 

100 : negl. 

4,825 : n.a. 
7 : n.a. 

100 : n.a. 

1,977 
3 

100 

1,717 
2 

100 

7 
3 

negl. 

3,337 
5 

1,916 
57 
10 

121 
4 
7 

22,696 
33 

6,531 
29 
35 

1,452 
6 

19 

308 
1 

20 

506 
2 

19 

1,113 
5 

23 

83 
negl. 

4 

8 
negl. 
negl. 

30,915 
45 

6,945 
22 
37 

4,145 
13 
54 

1,142 
···"-'·4 

74 

1,788 
6 

67 

3,443 
11 
71 

1,811 
6 

92 

1,461 
5 

85 

6,130 
9 

2,233 
36 
12 

1,256 
20 
16 

n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 

2,511 
4 

654 
26 
4 

n.a. 
n.a. 
n.a. 

59 
2 
4 

157 
6 
6 

178 
7 
4 

58 
2 
3 

94 
4 
5 

1,038 
1 

17 
2 

negl. 

19 
2 

negl. 

n.a. 
n.a. 
n.a. 

58 
6 
2 

n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 

5 : 2,122 
negl. : 3 

373 
18 

3 

n.a. : 224 
n.a. : 11 
n.a. : 3 

n.a. : 31 
n.a. : 1 
n.a. : 2 

n.a. : 147 
n.a. : 7 
n.a. : 5 

n.a. 
n.a. 
n.a. 

n.a. 
n.a. 
n.a. 

17 
1 

neg!. 

25 
l 
1 

26 
l 
2 



405 

Table 6.--The geographic and sectoral distribution of U.S.-owned foreign 
affiliates' net fixed assets"in 1970, all industries--Cont. 

(Amounts in millio~s of dollars) 

All : : Mining : :M f : Public : Agri - anu ac-: d i : 1 : and :Petroleum: i :Utilities, I Trade. :Finance:Insurance: Other 
:in ustr es:cu ture:smelting: : tur ng : etc. !/ 

Total for seven key countries above: 
Amount---------------------: 39,150 : 67 : 2,037 : 10,001 : 20,735 : 3,489 : 1,200 : 94 : 
Percent of world total 2/--------: 56 : 27 : 61 : 43 : 67 : .56 : 43 : 10 : 
Percent shares, by industry 1./---: 100 : negl. : 5 : 26 : 54 : 9 : 3 : neg!. : 

Rest of world and international 
Amount·-4/.------------------------ : 
Percent-of world' total 2/--------: 

29 ,862 : 191 : 1,300 : 12,695 : 10,180 : 
44 : 73 : 39 : 

Percent shares, by industry 2.1~--: 100 : 1 : 4 : 

Notes: 
'}}, Includes transportation, communication, other public utilities. 
2/ Percent of world total in each industrial sector. 

57 : 33 : 
42 : 34 : 

2,~41 : 1,311 : 
44 : 57 : 
8 : 4 : 

3/ Industrial sector shares of total investment in each country or area. 
ii Includes any amounts properly allocable to the "n.a." entries for individual countries above.· 

Source : U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Division. 

944 : 
90 : 

3 : 

- . 843 . 
- : 40 - : 3 

s : 1,279 
100 : 60 

negl. : 4 
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Table 7.--The geographic and sectoral distribution of u.s.-owned foreign affiliates' net fixed assets in manufacturing industries, 1970 

(Amounts in millions of dollars) 
: : : Trans- : Machinery :l?rimary and 
:All manu-:Chemicals =portation: • fabri:<tated•· 
: facturing: : equipment: Non-. :Electrical: metals 

Food :Paper and: ;Textiles: 
products: allied :Instruments: and ·Rubber 

;~roducts ; ;apparel 

Woo.: I A.11 
:Prorluct s: otl]er 

World totals 
Amounts--------------------------: 
Percent shares, by industr.y------: 

Total for 7 key countries (below) 
Amount---------------------------: 
Percent of world total:!/--------: 
Percent shares, by industry gj---: 

Rest of world and international 
Amount---------------------------: 
Percent of world total 1:/--------t 
Percent shares, by industry g/---: 

Canada : 
Amount---------------------------: 
Percent of world total 1:/--------: 
Percent shares, by industry g/---: 

United Kingdom· : 
Amount---------------------------: 
Percent of world total l/--------: 
Percent shares, by industry g/---: 

Belgium-Luxembourg : 
Amount---------------------------: 
Percent of world total l/--------: 
Percent shares, by industry 2/---: 

France · - : 
Amount---------------------------: 
Percent of world total l/--------: 
Percent shares, by industry 3./---: 

West Germany : 
Amount--~------------------------: 
Percent. of world total l/--------: 
Percent shares, by industry g/---: 

Brazil : 
Amount-------------·-------------: 
Percent·of world total l/--------: 
Percent shares, by industry 3./---: 

Mexico : 
Amount-----------------··---------: 
Percent of world total l/--------: 
Percent shares, by indust~-y g/---: 

Notes: 

30,915 
.100 

20,735 
67 

100 

10,180 
33 

100 

6,945 
22 

100 

4,145 
13 

100 

1,142 
4 

100 

1,788 
6 

100 

3,443 
ll 

100 

1,811 
6 

100 

1,461 
5 

J.00 

: :electrical: 

6,868 
22 

4,139 
6o 
20 

2,729 
40 
27 

973 .• 
14 
14 

639 
9 

15 

293 
4 

26 

382 
6 

21 

5,131 
17 

4,020 
78 
19 

l,lll 
22 
ll 

1,055 
21 
16 

1,090 
21 
26 

)} 75 
1 
7 

JI 250 
5 

14 

587 ;y 
9 

1,050 
20 
30 17 

953 
14 
53 

312 
5 

21 

411 
8 

23 

89 
2 
6 

3,798 
12 

2,733 
72 
13 

l,065 
28 
10 

474 
12 

7 

692 
18 
17 

174 
5 

15 

554 
15 
31 

. 654 
17 
19 

122 
3 
7 

63 
2 
4 

lJ. Percent of world total in each industrial sector. 

2,613 
8 

1,320 
51 
6 

1,293 
49 
13 

378 
14 

5 

445 
17 
ll 

104 
4 
9 

93 
4 
5 

137 
5 
4 

80 
3 
4 

83 
3 
6 

2,619 
.8 

1,625 
62 
8 

994 
38 
10 

367 
14 

5 

279 
ll 
7 

153 
6 

13 

50 
2 
3 

441 
17 
13 

42 
2 
2 

293 
ll 
20 

1,853 
6 

1,235 
67 
6 

618 
33 
6 

520· 
28 
7 

252 
14 
6 : . 

86 • 

5 
8 

151 
8 
8 

101 
5 
3 

44 
2 
2 

81 
4 
6 

2,007 
6 

l,6o'7 
8o 
8 

400 
20 

4 

1;274 
63 •. 
19 

78 
4 : 
2 

77 
4 
7 

27 
l 
2 

64 
3 
2 

43 
2 
2 

44 
2 l· 
3 

1,345 
4 

810 
6o 
4 

535 
40 

5 

144 
ll 
2 

214 
16 

5 

)} 5 
negl. 
negl. 

96 
7 
5 

73 
5 
2 

16 
l 
l 

262 
19 
18 

625 
2 : 

330 
53 
2 

295 
47 

3 

78 
l2 

1 

13 
2 

negl. 

86 
14 
8 

2 
negl. 
negl. 

108 
17 
3 

1115 
2 
l 

28 
4 
2 

~ Industrial s~c.tor shares of total investment in each country or area. 
~ This entry was suppressed for reacons of confidentiality by the source Agency. The figure shown is a Tariff Commission estiril:lte. 

Source: U.S. Department of Commerce, Bureau of Economic An~lysis, International Investment Division. 

974 
3 

599 
61 
3 

375 
39 
4 

197 
20 

3 

139 
14 
3 

53 
5 
5 

11 75 
8 
4 

52 
5 I 
2 

21 
2 
l 

62 
6 
4 

1,2% 
'4 

1,233 
95 
6 

63 
J 
l 

l,200 
93 
17 

1115 
l 

negl. 

11 4 
negl. 
negl. 

11 4 
negl. 1 
negl, 

11 5 
negl, 
negl. 

11 5 
negl. 
negl, 

1,786 
8 

1,0811 
6l. 

5 

702 
3Cl 
6 

28) 
lG 
4 

289 
lG 
8 

36 
2 
2 

104 
6 
7 

172 
10 
5 

)rJ 

3 
I~ 

139 
8 

10 



Table 8.--Comparisons of domestic and foreign 
capital stocks of U.S. firms, 1970 

(Amounts in millions of dollars) 
:U.S. domestic:Direct investment 

capital l/ abroad 2/ 

: Ainount :Rank: Ainount Rank 

All manufacturing------------------:260,101 

Chemicals and allied p~oducts----: 
Transportation equipment---------: 
No.n-electrical machinery---------: 
Electrical machinery-------------: 
Primary and fabricated metals----: 
Food products--------------------: 
Paper and allied products--------: 
Instruments----------------------: 
Wood products--------------------: 
Rubber---------------------------: 
Textiles and apparel-------------: 
Stone, clay and glass------------: 
Printing and publishing----------: 
Other----------------------------: 

Notes: 

36,037 
20,418 
20,367 
16,107 
57,383 
25,551 
19,357 

4,084 
8,554 
7 ,977 

13,945 
13,237 
10,105 

6,979 

1/ Gross book value of depreciable assets. 

2 
4 
5 
7 
1 
3 
6 

14 
11 
12 

8 
9 

10 
13 

30,915 

6,868 
5,131 
3,798 
2,613 
2,619 
1,853 
2,007 
1,345 
1,296 

974 
625 

1,046 
138 
602 

!:_/ Net fixed assets of foreign affiliates of U.S. parents. 

1 
2 
3 
5 
4 
7 
6 
8 
9 

11 
12 
10 
14 
13 

Sources: U.S. domestic investment from Bureau of the Census, 
Census of Manufactures) foreign investment from U.S. Department 
of Connnerce, Bureau of Economic Analysis, International Investemt 
Division. 
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electrical machinery, and 62 percent in metals and metal fabrication. 

Their prominance, however, is not limited to these key branches. Of the 

branches which play a more minor role in the world total, the share of 

the Seven is lowest~at a still-high 53 percent--in textiles and apparel, 

and it runs as high as 80 percent for paper products and 95 percent for 

lumber, furniture, and other wood products. In the latter two indus

tries, U.S. direct investments in Canada take first place, which is a 

direct consequence of the resource orientation of the two branches of 

activity and of Canada's rich endowment of forests. 

Nevertheless, significant divergences begin to appear among the 

Seven. Fundamentally, the 11heavy 11 industries still dominate in the 

American capital-ownership patterns in each country, but the extent to 

which each industry shares in total U.S. direct investment in each 

country tends to vary quite considerably. For example, the share of the 

chemical industry ranges from a high of 53 percent of all.U.S. net fixed 

manufacturing assets in Brazil to a low of 14 percent in Canada, although 

the absolute values of these assets are nearly the same at $953 million 

and $973 million, respectively. In Germany and the United Kingdom, 

transportation equipment accounts for 30 percent and 26 perce~t, respec

tively, of the total for each country, while the comparable figure for 

France is only 14 percent, for Belgium, 7 percent, and for Mexico, 6 per

cent. 

These kinds of differences run through almost all of Table 7. They 

signify that, although the MNCs' investment patterns tend to show con

siderable consistency for the world as a whole and the Seven as a group, 
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they vary rather widely among individual countries. In the absence of 

aggregate capital-stock figures for the countries themselves--such data 

are not available--it is not possible to judge whether ~hese variances 

can be explained by a general tendency to conform with investment pat-

terns in the host countries, or whether the MNCs tend to step where no 

one else has trodden, placing their capital in precisely those industries 

in which host-country performance has been weak. In the following sub-

section, which returns to analysis of flows of capital (new expenditures 

on plant and equipment), this question will be explored further. 

One set of capital-stock comparisons which can be made, however, is 

that between domestic capital in the United States and capital owned by 

Americans abroad, in each branch of manufacturing. This is the purpose 

of Table 8, which ranks fourteen manufacturing industries according to 

values of U.S.-owned capital (a) invested domestically in the United 

States and (b) invested directly abroad. Generally, the rankings indi-

cate that those industries which are stronger in terms of domestic in-

vestment in the United States also are stronger in terms of their foreign 

direct investment positions, while the weaker domestic investors also are 

the weaker foreign investors. 1./ Such figures suggest that foreign 

direct investment has not inhibited the MNCs from continuing to invest 

heavily in the United States; this point was treated more fully in the 

preceding chapter (Chapter III) on trade pat terns. Here the. intention 

is only to show that the patterns of foreign direct investment by U.S. 

firms tend rather closely to follow their patterns of investment in the 

1/ For the two rankings, the Spearman coefficient qf rank correlation 
is-0.754; the Kendall coefficient is 0.604. · 
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United States. Thus, if U.S. foreign direct investment has any impact 

at all upon the structure of host-country manufacturing, that impact will 

tend to produce conformity with the relative rankings of the several 

branches of manufacturing in the United States. 

Impact of the MNCs on national capital formation 
outside the United States 

With the foregoing material as background,.it now is appropriate to 

combine the relevant data in order to measure the actual influence of the 

U.S.-based MNCs on capital spending patterns in seven key countries of 

concern. This is done in· detail, by industry sector in manufacturing for 

1966 and 1970, in Tables A-1 through A-7 in the appendix to this chapter. 

The information revealed in these tables is summarized below in ~able 9, 

which shows the shares of plant and equipment spending by U.S.-owned MNCs 

in gross fixed capital formation in the manufacturing industries of the 

seven key countries, for the two years on which the study is focused. 

The results are interesting. They show that, in 1970, out of total 

capital expenditures of $29.7 billion in the seven countries combined, 

affiliates of U.S. firms accounted for no less than $4.2 billion, or 13 

percent. In the industrial "backbone" sectors--metals, machinery, and 

transportation equipment--the proportion was far greater, estimated at 

over 20 percent. With capital spending at these rates, the U.S.-based 

.affiliates clearly exert a major influence on both the size and pattern 

of capital outlays in the manufacturing sectors of the seven countries. 

In the absence of the Americans, these countries might be hard-pressed to 

maintain capital formation at "normal" rates consistent with the pace of 
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Table.9.--Summary of shares of plant and equipment spending by·u.s.-owned MNCs in gross fixed capital 
formation in the manufacturing industries of seven key countries, 1966 and 1970 

Plant and equipment-::spending.- byriMlllC@ ha percent of 
gross fixed capital formation Aggregate f.or all 7 countries 

Industry description : : : : . : : : :P&E spending: GFCF 1/ . P&E as 
• United • · • Belgium- • · • · • by MNCs · - : 
·Ki d "France ·w. Germany·Lu b "Canada "Mexico "Brazil 6/" ( illi · (million percent of 
: ng om : : : xem ourg: : : - : m on : dollars): GFCF 7/ 
: : : : : : : : dollarsl : : -
: : : : : : : : 

1966 
""-Afl manufacturing----------------: 16.3 : hl: 9.2 : 17.0 : 42.7 : 6.7 : 12.4 : 3,014 : 22,407 : 13 

Food---------------------------: 4.6 : 1.9 : 1.4 : Y n.a.: 22.5 : 2.7:1.1~: ]./ 109 =1..1 2,670 : 4 
Chemicals----------------------: 15.8 : i;9 : 5.1 : 23.3 : 86.6 20.8 : 16.8 : 561 : 4,348 : 12 
Primary and fabricated metals--: 11.3 : 1. 7 : 1.8 : : : 4.0 : ];./ n.a. : y 195 : : 
Machinery----------------------: 21.5 : 15.4 : 19.4 : 19.3 : 64.0 : 5.3 : 50.8 : 748 :y 8,579 : 20 
Transportation equipment------~: 47.6 : 8.8 : 37.8 : : : 3.1 : 28.2 : 831 : : 
All other manufacturing--------: 11.6 : 1.0 : 1.1 : 10.6 : 23.6 : 8.2. : 6.7 : 570 : 6,810 : 8 

: : : : : : 
1970 
""-Afl manufacturing----------------: 20.9 : 5.8 : 12.3 : 14.1 : 32.2 : 9.3 : 18.3 : ,,152 : 29,739 : 13 

Food---------------------------: 4:4: Q.9: 2:0.: y n.a. : 23.5 : IT: 11.1 : 1 =11 4,030 : 4 
Chemicals----------------------: 17 .9 : 2.1 : 10.4 : 24.9 : 68.1 : 10.7 : 27.4 : 691 : 5,155 : 13 
Primary and fabricated metals--: 21.1 : 1.0 : 8.4 : : : 8.3 : 11.9 : 457 
Machinery----------------------: 29.0 : 23.3 : 27.8 : 12.0 : 57.8 : 13.9 : 57.1 : 1,292 : 11,482 : 22 
Transportation equipment-------: 45.5 : 9.8 : 27.8 : : : 17 .9 : 25.6 : 870 
All other manufacturing--------: 18.2 : 2.8 : 2.7 : 10.8 : 20.5 : 13.0 : 5.9 : 679 : 9,072 : 7 

: 
1/ "Gross fixed capital formation--:>" 
""%,/ Included in "all other industrues•" 
3/ Excludes food processing in Belgium-Luxembourg and Brazil. Figures for these countries are included in "all other !lllmuf&ei:uring. 11 

4/ Bxcludes primary metals & fabricated metals in Brazil. These figures are included in "all other manufacturing." 
SI Excludes food processing in Belgium-Luxembourg, for which the relevant data are included in "all other manufecturing." 
6/ Figures for 1970 are based on 1969 data for GFCF. 
j] P 1a.nt and equipment expenditures as percent of gross fixed capital formation. 
Sources: Tables A-1 through A-7 in Appendix to this chapter. 
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economic gro~th to which they have become accustomed. Furthermore, the 

sectoral distribution of U.S. affiliates' capital spending--which is 

concentrated in the more dynamic industrial branches--suggests (but does 

not prove) that the affiliates' input may be an important, perhaps indis-

pensable, source of change and innovation in the key industries of these 

countries. 

A country-by-country look at the data reveals other points of inter-

est. The role of U.S. enterprise in Canada, for example, is well-known. 

It is an historical phenomenon based on many decades of what amounts to 

close economic integration between the two countries, although recently 

publicized Canadian studies of U;S. investment (North of the border) have 

fanned into life certain smoldering fires of nationalism that never have 

been entirely absent. At present, nevertheless, U.S. capital remains 

little inhibited in trekking to Canada, perhaps because its economic 

influence is so pervasive that Canada, among the Seven, could least af-

ford to restrict it, except at the cost of serious economic problems. 

One might also expect.to have found an important North American in-

fluence over capital spending in Brazil, a rapidly developing country 

which has been squarely within the traditional orbit of U.S. overseas 

business, with a political constellation t~at (at the moment) is extremely 

friendly to the U.S. investor. In Mexico, however, the U.S. MNCs' share 

of fixed investment is surprisingly small--less, for example, than in any 

of the big European countries except France. The experience of this 

"border" country contrasts rather sharply with that of Canada. However, 
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·the U.S. share of total Mexican investment is rising, and it clearly is 

of considerable importance in the key chemical, machinery, and transport 

equipment (automotive) sectors. 

The MNCs have a substantial impact on investment in Europe, in the 

highly developed, large, diverse economies which by most measures are 

rivals to the United States in industrial sophistication. In three of 

the four countries in the sample, the U.S.-based MNCs' share of total 

capital spending runs well over ten percent. Even in France, the fourth 

country, it is close to six percent despite long-standing French poli

cies of careful screening and regulation of the entry of U.S. direct 

investors. Belgium's friendliness toward and encouragement of U.S. 

investment has had predictable results; the stock of U.S. fixed capital 

in Belgium is the highest, per capita, of any nation in Europe, even 

though the U.S.-bas.ed MNCs' share of total Belgian investment declined 

between 1966 and 1970. The Germans historically have been neutral 

toward the nationality of investors in their economy, partly on the as

sumption that their own, national industrial establishment is so strong 

that it is impregnable to foreign investment influence. The numbers 

belie that assumption as far as American investors are concerned. The 

influence of U.S. affiliates is most pervasive in Britain, where the 

Americans' share of more than a fifth of all manufacturing investment 

tends to spread more thoroughly across the entire spectrum of industry 

(except in food processing) than is the case in the other countries. 

During the period covered by these data, the U.K. economy generally has 

been in the doldrums, with slow growth and weak rates of investment. In 
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this context; the.capital spending of U.S.-related affiliates has been 

especially important, a key source of the inputs that kept the British 

economy from slipping back into negative rates of capital formation and 

possibly even severe economic contraction. 

Among the individual sectors of European industry, the role of the 

Americans stands out starkly in the machinery category--a vast amalgam 

of engineering activities that ranges all the way from heavy industrial 

machinery to household appliances, TV sets, and telecommunications equip

ment. Here, the Americans account for about a quarter of total capital 

investment. 

The productivity of MNC capital 

The foregoing discussion establishes that U.S. foreign direct in

vestors exercise a significant influence over rates and patterns of 

capital formation in the seven key countries surveyed. It remains to 

explore why this influence may exist. 

One way of approaching this question is to examine how the plant 

and equipment owned by Americans performs, as compared with the capital 

stock of domestic firms in the host countries, is accomplishing its 

ultimate purpose: the generation of new output. The calculations shown 

in Table 10 represent an attempt to make such comparisons. The two 

columns in the table, which are based on data for 1966-70 for all manu

facturing, measure, for each country, the number of dollars' worth of 

capital that was put in place over the period to yield an additional 

dollar of sales, first for the U.S.-based MNCs (column 1) and second for 



Table 10.--Capital productivity in manufacturing 
in seven countries, 1966-1970 

Canada------------------------: 

United Kingdom-----------~----: 

West Germany------------------: 

France------------------------: 

Belgium-----------------------: 

Mexico------------------------: 

Brazil---~--------------------: 

Average for all seven 
countries--------------~----: 

!/ Based on data for 1966-69. 

~e~ltt;pe•~ 
of new sales 

By MNCs By all firms 

(Dollars): (Dollars) 

$ 0.80 $ 1.20 

0.65 3 .39 

0.70 0.70 

0.87 1.14 

0.84 1.03 

0.66 1/ 1.74 

0.49 !/ 0.99 

0.71 1.45 

Sources: For investment data, see sources cited in tables 
A-1 through A-7 in the appendix to this chapter. For sales· 
data, see Chapter VII of this Study. 
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all firms in the host country (column 2). "Additional" sales were 

measured as the difference, for each group of investors, between 1970 

sales and 1966 sales. These calculations have an "incremental" flavor, 

inasmuch as they measure the productivity of increases in capital stock 

rather than of the stock itself. 

The figures suggest that, with the exception of West Germany, U.S. 

investment is more productive (on average) in the host countries than is 

new capital formation in general. In West Germany, the ratios are equal-

the productivity of U.S.-based investment roughly matches that of local 

new investment. 

On the basis of these calculations, it is tempting to come to 

the conclusion that a key reason for the movement of U.S. capital 

abroad and for its influence on foreign patterns of capital formation 

is its superior productivity relative to local industry in the host 

countries~a conclusion which would be all the more dramatic inasmuch 

as it makes no reference to productivity conditions in the United States. 

That is, the calculations indicate that, even if no productivity edge 

over U.S. experience were gained by the movement of U.S. capital over

seas, the superior performance of the MNCs relative to local conditions 

· would suffice to explain the flow because small incremental costs of 

another sort--e.g., transportation costs or tariffs--would be sufficient 

to set up a cost differential between production in the United States and 

production abroad. 

However, a conclusion such as the foregoing must be considered 

highly tentative on the basis of this evidence. The reason is that the 
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comparisons made in Table 10 may be comparisons of unlike numbers. It 

is likely that the "mixes" of inputs in the two sets of figures--the 

all-firm data, on the one hand, and the MNC data, on the other--are 

d'!i.fferent. The MNCs do not tend to invest heavily in the less produc

tive foreign industries, but rather concentrate their activity in the 

more productive, more dynamic sectors. The all-firm figures are more 

heavily weighted by investments in the less dynamic sectors. Hence, the 

more appropriate comparison would be one between the MNCs' performance 

and all-firm performance, industry by industry, in host countries. While 

MNC data are available for such a comparison, aggregate foreign data on 

comparable definitions of "industry sector" would require more research 

time to secure than was available for the preparation of this chapter. 

In order for the conclusion suggested above to hold up, therefore, 

it would be necessary, lacking the requisite industry-by-industry 

analysis, to make the assumption that the MNCs in each industry abroad 

show productivity superior to that of their local counterparts. Such 

an assumption might not be valid. 

A conclusion that can be.reached on the basis of the evidence at 

hand, however, is that the tendency of the MNCs to concentrate their 

capital in the more dynamic sectors of foreign manufacturing, with their 

resultant better productivity performance as a group relative to host

country manufacturers as a group, can serve as part of an e~planation for 

the MNCs' heavy influence in those sectors. U.S.-based and host-country 

investors at any time have finite amounts of capital at their disposal. 

As both groups proceed to invest, the group with the greater flexibility 
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in deciding where that· capital will go-Le. , the ·group more able to 

direct investment toward the more productive applications--will show the 

better productivity record. The MNCs form this group. Local investors 

continue to allocate capital resources to industries that are not dynamic-

good examples being the large textile industries of the United Kingdom or 

France. Thus, the MNCs, better able to focus their investment in com

parison with host-country investors as a group, not only show a better 

productivity performance but also tend to become more important investors 

in the fastest-growing and most productive industries of the host 

countries. 

Financial Strategies of the MNCs 

The sources of investment capital 

For the affiliates and parents within the orbit of a multinational 

corporation, there are three basic options available for finding the 

financial wherewithal to support a direct investment operation: ~l) to 

depend mainly on injections of capital funds, as and when needed, from 

the parent organization in the home country; (2) to put the affiliate in 

the host country on its own as fast as possible, with the parent firm 

making minimal repatriations of profits and req,uiring its affiliate to 

accumulate and plow back into expansion as much of its earnings as 

possible-i. e., affiliate financing out of "internally-generated funds;" 

and (3) to send the affiliate into foreign capital markets, often backed 

by the prime name of its parent firm, to borrow on its own account the 

necessary foreign funds with which to finance its expansion. Only the 



first of these options need represent a significant balance-of-payments 

outflow from the home country--and it may not necessarily be a large out

flow. A net debit entry to the balance occurs when the parent fiTin sends 

abroad for the use of the affiliate either its own funds or money borrowed 

in its domestic capital mark.et. The size of the net debit is reduced by 

the extent to which the headquarters firm borrows abroad--perhaps through 

now-famous Netherlands Antilles subsidiaries which exist principally for 

this purpose--and leaves part or all of the proceeds of the loan outside 

the home country for affiliates' use. In the case of option (2)--forcing 

the affiliate onto its own resources--there may be a balance-of-payments 

cost in the sense of profit repatriations foregone in favor of building 

a f~reign business out of its own resources. 

How have the U.S.-owned MNCs handled these three options? The esti

mates in Table 11 attempt to answer this question. The table is a compil

ation of the identifiable sources of funds at the disposal of the MNCs' 

affiliates, along with a listing of the principal uses to which these 

funds were put. It provides a rough indication of the total amount of 

funds engorged and disgorged by MNC affiliates in one way or another 

over the five-year period covered--about $130 billien. This number alone 

should put to rest decisively any argument that the MNCs are insignifi

cant on the international financial scene. 

The MNCs' appetite for money is prodigious, although tqeir tastes 

in consuming the funds that come to them do not quite conform to popular 

perceptions. Profit repatriations, for example, pale in significance 

before other uses to which available funds are put, _being a mere 16 
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Table 11.--Estimated fund flow of U.S.-owned MNC affiliates abroad, 1966-1970 (cumulative) 

Sources of Funds: 
Depreciation, depletion, and 

related charges--------------: 
Net income of affiliates after : 

taxes-----------------------~: 

Net affiliate borrowing out
side the United States 1/----: 

Net capital flow from parents 
to affiliates----------------: 

Unallocated !:_/-----------------: 
Total sources--------------: 

Uses of funds: 
Investment in new plant and 

equipment--------------------: 
Remittances of dividends and 

branch profits to parents----: 
Increase in non-fixed assets---: 

Total uses-----------------: 

(Amounts in billions of dollars) . 
Amounts : Percent of total sources/uses 

~~~~~~~~~~~~~~~~·~~~~~~~~~~~~~~~~~-

All indus- : All manu : 0 h : All indus- : All manu-
i f i t er . . f tr es : actur ng_ : : ___ t_ri~s : acturing 

26.0 

42.l 

34.1 

21. 3 
6.2 

129.7 

51. 2 

21. 3 
57.2 

129.7 

13.9 

'14. 8 

18.7 

6.5 
-0-

53.9 

24.8 

6.1 
23.0 

53.9 

12.1 

27.3 

l~.4 

14.8 
6.2 

75~8 

26.4 

15.2 
34.2 

75.8 

20 

32 

26 

16 
6 

100 

39 

16 
44 

100 

26 

27 

35 

12 
-0-

100 

46 

11 
43 

100 

Other 

16 

36 

20 

20 
8 

100 

35 

20 
45 

100 

Notes and Sources: See attached page. 



NOTES AND SOURCES FOR CASH FLOW TABLE (Table 11) 

Notes: 

');_/ Net of borrowings used to liquidate liabilities to foreigners, and 
excluding foreign borrowing by parents. 

ll 

A principal item here consists of sales, retirements and similar 
disposals of fixed assets -- the remaining component of internally
generated funds besides retained earnings and depreciation/depletion 
charges. The cumulative value of this item, comparable to the $6.2 
billion "unallocated" amount shown, is conservatively estimated at 
$4.0 billion. Allocation of this amount has not been made because 
data are not available for its two components: sales of fixed assets, 
the net proceeds of which should have appeared in the income state
ments as extraordinary income (non-operating income); and ordinary 
writeoffs (retirements), which are not reflected in net income. The 
former of these components, to the extent that it has importance, 
already is reflected in the "net income" source of funds. The latter, 
however, cannot be specifically identified and allocated. 

Excludes estimated interest remittances to parents. While relevant 
for measuring balance of payments flows, interest remittances are 
entered as costs in income statements, with the result that these 
remittances should already be reflected in the "net income" source 
of funds above, as deductions from that source. 

Sources: Based on data for 1966 and 1970 supplied by U.S. Department of 
Commerce, Bureau of Economic Analysis, International Investment Division; 
and supplemented by information from Survey of Current Business, 
September 1971 and October 1971. 
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percent of the "total uses" figure for all industries, and only 11 per

cent in the case of manufacturing firms. In the five-year period covered: 

the MNCs as a group chose to leave almost exactly half of their affili

ates~ net income after foreign taxes "in the business'' abroad, the rest 

being repatriated; for manufacturing firms the proportion of after-tax 

net income not repatriated ran close to 60 percent. On the other hand, 

pride of place in fund usage for all firms went to increases in non-fixed 

assets, which absorbed 44 percent of total funds available. Such assets 

include current assets (cash, inventories, receivables, short-term 

investments), as well as smaller amounts of non-current financial invest

ments and miscellaneous deferred items. This figure is swelled by the 

presence of many kinds of financially-oriented businesses in the "all

industries" group, such as banks and insurance companies, which operate 

with fewer fixed assets and more financial assets on their balance sheets 

Among manufacturing firms, investments in new plant ~nd equipment 

take the spotlight as users of company funds, with a 46 percent share of 

the total. Manufacturing industries in general, and the heavy, capital

intensive ones in particular, are under perpetual pressures to increase 

"cash-flow" as a means of financing both new fixed investment .and steady, 

large increases in current working capita+. The estimates of fund usage 

in Table 11 reflect this, and explain the tendency for home-bound profit 

remittances in manufacturing to lag behind those of overseas direct in

vestors in general. 

Among the sources of funds available to the MNC affiliates, net 

capital flows from parents to affiliates stand out as by far the 



smallest--16 percent of the total for all industries and 12 percent for 

manufacturing. All the rest, therefore (84 percent for all firms, 88 

percent in manufacturing), was local money generated or borrowed by the 

affiliates on the strength of their own operations and from the finan

cial resources of host countries. For non-manufacturing firms, the most 

important source was the income account; for manufacturing companies, 

local borrowing played the key role. For all firms, however, depreci

ation and similar reserves were by no means without importance; they 

accounted for about a fifth of total sources of funds for all firms, and 

for about a quarter of the total for manufacturing companies. 

Depreciation and depletion writeof fs represent but a part of the 

funds that a firm can accumulate in reserve accounts and use as sources 

of financing for its operations. Total "internally-generated funds" are 

comprised of depreciation and depletion reserves, plus retained earnings, 

plus such funds as may be realized from the sale or retirement of fixed 

assets. In the aggregate, internally-generated funds over the five-year 

period were large enough to have accounted for about 80 percent of total 

investment in new plant and equipment; depreciation and related charges 

alone were about half the total. However, borrowing outside the United 

States by affiliates was about two-thirds as great as total fixed invest

ment, and net capital flows from parent firms were 40 percent as large. 

The generation of more than enough funds to finance capital expendi

tures is not "overfinancing, 11 but merely a reflection of firms' need for 

working capital other than fixed investment, a need which, on the basis 

of these estimates, was roughly as large as that for fixed capital 
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finance. There is no way of directly tracing funds from different 

sources to the final uses to which they were put, but a reasonable 

scenario can be suggested. It is likely that a large part of the "flow 

capital" from parent firms was seed money for new or faltering enter-

prises, and that most of it went into fixed investment in some form--

either as a direct transfer to finance purchase of plant, machinery and 

equipment, or ~s funds used to buy existing assets in the case of 

~ 

acquisitions. The remainder of fixed investment was fiuanced partly 

from internally-generated funds (pre-eminently depreciation charges) and 

partly through long-term borrowing in foreign capital markets. Working 

capital requirements probably were met mainly from internal sources and 

by shorter-term financing abroad, through bank loans and trade credits. 

Also in the picture were unspecified amounts of short-term capital 

flowing between parents and affiliates; these could take the form either 

of direct loans or of transfers generated by alt~rations in the timing 

of regular operating payments between parents and affiliates in the 

course of intra-company transactions. 

In summary, the broad outlines of financing strategy which emerge 

from Table 11 and the foregoing discussion indicate that, in large 

measure, foreign affiliates of U.S. fitfns are independent of their 

parents for financing. Most of their financial life is conducted out-

side the United States, and net flows of funds between parents and af-

filiates are but the tip of an enormous iceberg of churning funds. 

In this chapter, the focus of the analysis has been on physical 

capital formation, working capital requirements, and how they are 



financed by the MNCs. In other words, the discussion has concentrated 

on the "ordinary" conduct of business-the processes of acquiring or 

building plants, making things, selling them, turning a profit if pos-

sible, and using that profit to expand the business and recompense the 

stock.holders. In the multinational context, however, all these processes 

are overlaid by yet another dimension of great complexity, namely that 

of international financial management. Because the MNCs move money daily 

across international boundaries and the foreign exchanges, and into as 

well as out of different money and capital markets with varying interest 

rates, financial management takes on a new aspect. It becomes a source 

of potential profit or loss that itself is independent of, and some-

times in conflict with, the "ordinary" or "operational" part of the 

business on which this ch.apter has focused. No matter how operations-

oriented a company may be, a certain minimum of this kind of financial 

management must 'take place; to ignore it could place the operations 

themselves in peril. Exchange risks alone dictate as much. In a world 

where devaluations really happen, tiny errors in placing funds in the 
.. 

wrong places at the wrong times can cost the MNCs collectively billions 

of dollars; not infrequently, these "errors" may be correct decisions 

from the viewpoint of the "operational" side of the business. The 

amounts involved are truly huge, especially when the operations of the 

multinational banks are included. Table 11 showed that the MNC funds 

which flowed over a recent five-year period came to around $130 billion, 

or roughly $25 billion a year. These were only flows; the stocks of 

movable assets were much larger. In 1970, the non-fixed assets of U.S.-
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owned foreign af filiates--most of them highly liquid--reached $134 

billion. 

A discussion of the techniques and implications of international 

money management by the MNCs is reserved for Chapters V and VI of this 

study, which follow. In its own right, the orientation of the present 

chapter toward the "operational" aspects of MNC affairs is useful and 

important. However, it should be stressed that the functions of the 

company's treasurer and its bankers as they secure and move funds to 

finance fixed investment, have a strong influence on worldwide patterns 

of capital flow. 

What might have been vs. what would have been: could 
foreigners have matched the MNCs' investment? 

At the con~lusion of C.hapter I, the important question was raised 

whether U.S. foreign direct investment is a "complement" or a "substi-

tute" for investment at home. One sub-question which lies behind this 

query is whether, in the absence of the U.S.-based MNC, the foreigner 

would have stepped in to fill the gap. The MNCs, in their own defense, 

tend to argue that the foreigner would have done so--that, if American 

capital had not gotten there first, foreign capital would have preempted 

the market. This in turn would have cos~ the U.S. economy more in the 

end than it may lose from the exodus of U.S. capital, because less MNC-

related U.S. business would have developed. On the other hand, the foes 

of the MNCs would prefer the opposite argument--that most U.S. invest-

ment abroad fills a vacuum that could just as well be filled from output 

generated at home, there being few grounds for fear that the foreigner 
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would enter the competitive picture in any significant way. 

One cannot answer this "what might have been" question in any 

definitive way. But some of the numbers presented previously in this,\ 

chapter--particularly those in Table 11--suggest strongly that there 

was no deficiency in foreign savings with which a duplication of the 

MNCs' investment might ·have been financed. A crucial question hinges 

on·how much of the investment of U.S.-based firms was financed abroad 

anyway, and the estimates in Table 11 fairly well settle this question 

by showing that sources other than the United States provided well over 

80 percent of the fixed and working capital requirements of all U.S.

owned affiliates in 1966-70, and nearly 90 percent of the requirements 

of manufacturing firms. Therefore, it seems that, in terms of the $heer 

numbers involved, foreigners would indeed have had or have been able to 

borrow outside the United States the resources with which to stamp their 

ownership on what the Americans now own instead, without seriously up

setting or straining their economics. In brief, the Americans have done 

it largely with foreign savings, a point which is by no means lost to 

some Europeans who view the gr©wing presence of the U.S.-based MNCs with 

apprehension, if not alarm. 

Nevertheless, the defensive argument of the MNCs, in contrast to 

that of their domestic opponents, is not clinched. Perhaps the 

foreigner could have replaced U.S. direct investment almost dollar-for

dollar, but that does not mean that he would have. Many observers have 

attributed the U.S. MNCs' unique success to their technological leader

ship and their exceptional management systems, which are claimed to be 



428 

unmatched elsewhere. ·The international financial press is januned with 

commentaries on the revolution which American financiers have wrought in 

the money and capital markets of the world--a revolution which has in

creased the efficiency of the markets, generated more saving, and made 

the real saving that there is go farther in the service of financing 

economic needs, those of the U.S. MNCs being important among them. To 

the extent that, after all the numbers are recorded and analyzed, one is 

prepared to think that traits peculiar to American business and finance 

are important factors in the MNCs success abroad, he may be tempted to 

go rather too far towards an argument that U.S. nationality is a sine 

qua ~ or at least a primary ingredient for success in international 

business, even if he happens to be an MNC executive. Such an argument, 

of course, would lead to a conclusion that the foreigner could not have 

duplicated the MNCs' performance in any· significant degree. 

The error in this line of reasoning is its xenophobic element, which 

proceeds from recognizing certain characteristics that have contributed 

to the MNCs' success, to falsely claiming too much exclusivity for them. 

Evidence to the contrary abounds. A study of the fortunes of U.S. 

foreign trade quickly reveals that foreign competition is real. Foreign

owned MNCs' investment in the U.S. economy, in direct and successful 

competition with U.S. firms, has conunenced to grow faster than U.S. 

direct investment abroad. In many of the LDCs, foreigners--especially 

the Japanese--are turning in a perfo~nce, as MNCs, that is decidedly 

superior to that of the Americans. Finally, the bankers of London are 

never far behind their New York counterparts as financial innovators. 
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On balance, therefore, the evidence seems to weigh rather heavily in 

favor of the companies' argument that a substantial portion of the MNCs 

direct investment overseas could and would have been made by foreigners 

in the absence of the Americans. 

C. An Accounting Analysis of the MNCs' Income Statements and 
Balance Sheets 

The broad aggregates of financial and operating data for both parent 

firms and affiliates reveal a number of interesting features about 

relationships--at home and abroad--between assets, sales, and net profits 

of the MNCs. The relevant data for the affiliates are set forth in 

detail,. by industry, for worldwide operations and for each of the seven 

key countries under review, in Tables A-8 through A-16 in the appendix 

to this chapter. The discussion which follows here takes a broad, ana-

lytic view, selectively summarizing certain information from the tables 

in order to point up the key conclusions. 

Sales of goods and services of all U.S. MNC affiliates abroad in-

creased by 66 percent from 1966 to 1970, rising from $109 billion to 

$180 billion. Manufacturing accounted for about half of the total in 

both years. In the aggregate, the manufacturing subsectors reported a 

68 percent sales increase over the period, from $54 billion in the 

earlier year to $90 billion.in 1970. Within the manufacturing group, 

transportation equipment (essentially the automotive industry) showed 

the fastest sales growth--56 percent--from $12 billion to $19 billiion. 

Affiliates' foreign income tax payments increased over the period by 

57 percent--somewhat less than the growth of sales volume--from $5.4 
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billion to $11 billion.. In 1966, the affiliates as a group paid some 

46 percent of their pre-tax earnings in foreign income taxes; by 1970 

this imputed rate had dropped slightly to 43 percent. Among the manu

facturing industries, foreign tax payments rose rather more slowly than 

was the case for all industries combined; such payments increased by 

roughly a half, from $1.9 billion to $2.9 billion. The non-electrical 

machinery industry realized the largest increase (103 percent), while 

the largest industry in terms of sales (transportation equipment) 

reported a much smaller increase (only 31 percent). 

Net profits after taxes for all affiliates combined increased from 

$6.2 billion in 1966 to $11 billion in 1970. In manufacturing the com

parable figures were $2.3 billion and $3.6 billion. The profitability 

of all affiliates as a group, measured as the ratio of after-tax income 

to sales, increased slightly, by 0.4 percent, from 5.7 percent in 1966 

to 6.1 percent in 1970. Among manufacturing firms, howe~er, the experi

ence was exactly the opposite: these industries, in the aggregate, 

showed a slight decrease (also of 0.4 percent), from 4.4 percent to 4.0 

percent. Among the manufacturing subsectors, the paper products indus

try was the most profitable, with an after-tax profit ratio of 6.8 per

cent in 1970. The transportation equipment industry sustained a fairly 

healthy drop in profitability, its ratio declining from 3.3 percent in 

1966 to 2.3 percent in 1970. Some of the more minor industries in terms 

of total sales and total foreign investment showed even lower rates of 

profitability, however. For example, in 1970, the average profit rate 

in the "other" (miscellaneous) manufacturing category was only 2 percent; 
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in wood products it was a mere 0.2 percent; and the printing-publishing 

subsector actually showed a net loss of 0.6 percent. 

Profitability also can be measured in terms of total assets. 

Ratios thus derived indicate experience that runs generally parallel 

with the evidence of the profits/sales ratios. Worldwide, all affili-

ates realized a 5 percent return on total assets invested abroad in 

1966; this ratio increased slightly to 5.4 percent in 1970. Manufac-

turing affiliates, on the other hand, showed Gomcwhat less profitability 

and it remained essentially stable at 4.8 percent for 1966 and 4.7 per-

cent for 1970. Within manufacturing, asset-based profit rates for 

individual industries conformed fairly closely to the pattern estab-

lished by the sales-based calculations, except that non-electrical 

machinery edged out all others in taking first place in profitability. 

Th.e profits-to-assets ratio in this industry was 6.6 percent in 1970, 

up smartly from 4.5 percent in 1966. 

How does the general experience of the affiliates, described in the 

foregoing pages, compare with the domestic operating results of their 

parent firms? The necessary information to get at this question is 

summarized in Table 12, which gathers in succinct form some of the infor-

mation contained in the more lengthy appendix tables. The information 

covers only manufacturing firms, which constitute the principal focus of 

this study. Also, the information on parents is based on the sample--

albeit a large one--of firms which reported as MNC parents in the 

Commerce Department's 1970 survey of direct investors. 1./ The affiliate 

ll· 'Th.is sample includes 298 enterprises. with 5,237 affiliates owned 
abroad. Of these 223 (3,752 affiliates) were in manufacturing industries. 



Table 12.-- A summary of financial and operating data for parents and 
affiliates of U.S.-based manufacturing firms, worldwide, 1966 and 
1970 

(Amounts in millions of dollars) 

Parent firms 1_/: 
Total assets----------------------: 
Sales-----------------------------: 
Net income before taxes-----------: 
U.S. corporate income taxes-------: 
Net income after taxes------------: 

Ratios (in percent): 
Taxes to pre-tax earnings-------: 
After tax income to sales-------: 
After tax income to total 

assets----------------------: 

Affiliates 
Total assets----------------------: 
Sales------------------------~----: 
Net income before taxes-----------: 
Foreign income taxes paid---------: 
Net income after taxes------------: 

Ratios (in percent): 
Foreign taxes to pre-tax 

earnings--------------~-----: 

After-tax income to sales-------: 
After-tax income to total 

assets----------------------: 

1966 

131,102 
163,874 
19,785 

8,569 
11,216 

. 43 
7 

9 

49,156 
53,681 

4,260 
1,922 
2,338 

45 
4 

5 

1970 

188,498 
207,780 
15,517 

6,494 
9,023 

42 
4 

5 

78,000 
90,431 

6,156 
2,878 
3,638 

59 
4 

5 

Percent 
change 
1966-1970 

44 
27 

-22 
-24 
-20 

59 
68 
45 
50 
56 

l/ These data cover only the sample of firms which reported as 
parents in 1970. In manufacturing, the sample included 223 enterprises with 
3,752 affiliates. It covers well over half t:he "universe" of direct investors. 

Source: Tables A-8 and A-9 in Appendix to this chapter, and Inter
national Investment Division, Bureau of Economic Analysis, U.S. Depart
ment of Commerce. 
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data, on the other hand, are "universe" figures (estimates for 1970), 

covering all manufacturing branches and subsidiaries of U.S. firms. 

Differences in experience as between parents and affiliates stand 

out starkly, but they can be explained fairly easily. Assets, sales, 

income, and tax payments of manufacturing affiliates all increased much 

more sharply over the period (1966-70) than did those of parent firms. 

In· fact the incomes and tax payments of the parent firms actually 

declined rather sharply. "The business cycle" turns out to be the prin

cipal explaµation for these results. In the United States, 1970 was a 

recession year, and, with the economy in its cyclical trough, business 

conditions--especially profits and tax liabilities--showed a sharp sag. 

Abroad, however--and especially in Western Europe which dominates these 

figures--operations were going on at the other end of the cycle: Europe 

was at or near the peak of a substantial boom, with sales, profits, and 

tax collections all rising handsomely in 1970. 

These results point up one of the great advantages to the inter

national firm of operating many businesses in different locations--

namely the increased ability of the firm to insulate itself, by geographi

cal diversification, from the vicissitudes of recession in any one country 

or region. It is well-known that some of the largest American corpora

tions were able to show acceptable results on their consolidated income 

statements for 1970 only because of the buoyancy of profits in their 

operations abroad. In many cases, profit, interest, and cash remit

tances of other types from affiliates to parents were stepped up well 

past "normal11 rates in order to dress up the p~rent~' annual reports at 
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year-end in 1970. 

The popular view of overseas affiliates as considerably more profit

able--exhorbitantly so, some think--than their domestic parents is con

tradicted by the evidence shown in Table 12. Even in 1970, the reces

sion year at home and the boom year abroad, average profitability in 

manufacturing for the affiliates was virtually identical with the 

parents' experience. In 1966, when the business cycle phases were 

roughly the reverse as between the United States and Europe, the profit

ability of the parent firms at home was clearly higher than that of 

their foreign branches and subsidiaries. 

Still another aspect of this table--that relating to the relation

ships between corporate income taxes and earnings of the parent firms 

and their affiliates--bears close scrutiny. Admittedly, comparisons of 

the tax load borne by U.S. parents and their foreign affiliates are dif

ficult because of differences in tax structures, definitional variances 

respecting taxable income and the bases on which taxes are computed, and 

so forth; the tax "rates" shown are imputed figures taken from income 

statement data. Nonetheless, these data tend to show that, quite aside 

from any tax incentives that may be accorded to the affiliates by host 

countries at the outset, the average foreign tax rates applicable to the 

earnings of manufacturing affiliates tend to be somewhat higher abroad 

than the average rates paid by parents in the United States. The 

numbers, which are based on corporate records that tend to reflect U.S. 

accounting standards and conventions, indicate a fairly large divergence 

for 1970, but this should be viewed with caution because factors unrelated 
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to actual tax "rates" may be affecting the results. Nevertheless, it 

could be inferred from the data that there is little incentive--from a 

corporate tax point of view--for the U.S. MNCs to declare their profits 

abroad, and pay taxes on them there, as a means of minimizing tax lia-

bilities in the United States. 

Information on corporate foreign income tax payments as a propor-

tio·n of pre-tax income for each of the seven key countries (which 

together account for over 70 percent of affiliates worldwide after-tax 

income) bears out the point that the incidence of corporate tax liabil-

ity is roughly the same in the United States and abroad. The following 

tabulation, drawn from the appendix tables, shows how tax payments as 

related to pre-tax income varied among the Seven. The average for the 

group, as well as the comparable figure for parents' experience in the 

United States, are shown for reference. The figures, in percent, refer 

to manufacturing firms only. 

1966 1970 

Canada-------------------------- 48 41 
United Kingdom------------------ 41 51 
Belgium-Luxembourg-------------- n.a. 38 
France-------------------------- 57 49 
West Germany-------------------- 57 49 
Brazil-------------------------- 53 47 
Mexico-------------------------- 46 57 
Average for the Seven----------- 50 47 
United States------------------- 43 42 

These figures permit a tentative inference that, as far as tax consider-

ations are concerned in the group of countries which account for the 

bulk of MNC operations abroad, there may be a slight incentive--in some 

cases a substantial one--for the MNCs to maximize the proportion of their 

worldwide income that is declared, and on which taxes are paid, in the 

United States. 
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Table A-1.--Plant and equipment expenditures by U.S.-owned MNCs and their share of gross 
fixed capital formation in manufacturing industries, Canada, 1966 and 1970 

{Amounts in millions of dollars} .. 
1966 1970 .. 

Industry description : 
P&E !/ 

: : P&E as : : : : P&E as 
: GFCF !:_/ :percent of:: P&E !/ :GFCF !:.._/ 1/ :percent of 

GFCF .. : : GFCF . . . . 
All manufacturing-------------: 1,105 : 2,583 : 42.7 :: 1,006 : 3,119 : 32.2 

: : : .. 
Food---------------·--------: 45 : 200 : 22.5 .. 64 : 272 : 23.5 . . . . 
Paper & allied products-----: 245 : 518 : 47.2 :: 162 : 408 : 39.7 

Chemicals-------------------: 221 : 255 : 86.6 :: 186 : 273 : 68.1 
: : : .. : : 

Primary & Fabricated : : : .. 
metals--------------------: .. 

91 : } 

830 ~ } 

93 '} : } .. 
212 ~ 1,026 ~ 57.8 Machinery-------------------: 186 : 64. 0 : : .. . . 

Transportation equipment----: 255 : .. 289 : : 
: : : .. : 

· All other manufacturing-----: 62 : 780 : 7. 9 : : 156 : 1,140 : . . . 
. !/ "Plant and equipment expenditures" of MNCs. 
'!:._/ "Gross fixed capital formation". These are capital spending figures, which differ 

slightly from comparable National Accounts data. 
1_; These are "intentions" data from Canadian surveys. 

Sources: P&E figures from Bureau of Economic Analysis, U.S. Department of Commerce. 
Aggregate investment figures are from Dominion Bureau of Statistics (Canada). 
Canada Yearbook, 1968 and 1970-71. 

13.6 
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Table A-2.--Plant and equipment expenditures by U.S.-owned MNCs and their share of gross 
fixed capital formation in manufacturing industries, United Kingdom, 1966 and 1970 

(Amounts in m_i_l_li_ops of dollars) 

1966 .. 1970 
~~~~~~~~~~~~~~~··~~~~~~~~~~~~~~~ 

Industry description l ~ : P&E as 1: : : P&E as 
P&E 1/ :GFCF '};_/ :percent of:: P&E !_/ GFCF '};_/ :percent of 

GFCF : : : : GFCF 

All manufacturing-------------: 

Food------------------------: 

Chemicals-------------------: 

Primary and Fabricated 
metals--------------------: 

Non-electrical machinery----: 

Electrical machinery--------: 

Transportation equipment----: 

All other manufacturing-----: 

698 4,259 

26 554 

115 725 

60 529 . 
116 ~\ 

48 :J 
762 

180 378 

153 1,311 

1/ "Plant and -equipment expenditures" of MNCs. 
2./ "Gross fixed capital formation". 
]/ partly estimated. 

1 

.. 
16. 3 : : 1,076 : 5,129 .. . . 

4.6 :: 29 : 650 .. 
15. 8 : : 164 : 914 .. . . .. : 
11. 3 : : 201 : 3/ 950 .. . . 
21. 5 : : 

154 : } 806 J .. 
.. 80 : 

: 
47.6 :: 196 : 430 .. : 
11. 6 : : 252 : 1,379 . . . 

Sources: P&E figures from Bureau of Economic Analysis, U.S. Department of Commerce. 
Aggregate investment figures from U.K., National Income and Expenditures, 1969, and 
Statistical Yearbook, 1971. 

20.9 

4.4 

17 .9 

21.1 

29.0 

45.5 

18.2 
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Table A-3.--Plant and equipment expenditures by U.S.-owned MNCs and their share of gross 
fixed capital formation in manufacturing industries, Belgium-Luxembourg, 1966 and 1970 

(Amounts in millions of dollars) .. 
1966 

. . 
1970 .. . . 

Industry description : : : P&E as .. : : P&E as .. 
P &E "J:./ : GFCF '];_/ :percent of:: P&E "!:_/ =GFCF ±./ :percent of 

. . . 
All manufacturing-------------: 185 : 1,085 : 

Chemicals-------------------: 55 : 236 : 
: : : 

Primary and Fabricated 
metals--------------------: 4 : \ : I 

Non-electrical machinery----: ~ 24 : 

( 455 j : 
Electrical machinery--------: : 

: : 
Transportation equipment----: 60 : 

All other manufacturing-----: 42 : 394 : 

1/ "Plant and equipment expenditures" of MNCs. 
2./ "Gross fixed capital formation". 

GFCF .. : : .. . . 
17 .o : : 186 : 1,313 : .. . . 
23.3 :: 66 : 265 : .. 

.. 19 . . . . 
19 .3 : : } 38 : '> 533 : '> .. .. .. .. 

.. 7 .. : . . 
10.6 :: 56 : 515 : 

Sources: P&E figures from Bureau of Economic Analysis, U.S. Department of Conunerce. 
GFCF figures from Belgium, Institute National de St~if::qna.,. Bulletin de Statistique, 
No. 7-8 (July-August), 1971, Brussels, 1971. 

GFCF 

14.1 

24.9 

12.0 

10.8 
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Table A-4.--Plant and equipment expenditures by U.S.-owned MNCs and their share of gross 
fixed capital formation in manufacturing industries, France, 1966 and 1970 

(Amounts in millions of dollars) .. 
1966 . . 1970 .. 

~~~~~~~~~~~~~~ ~~~~~~~-

Industry description : : : P&E as :: : P&E as 
P&E ! . ./ :GFCF '.!:_I :percent of:: P&E l/ :GFCF 21 3l:percent of 

GFCF .. : : GFCF . . .. . . .. 
All manufacturing-------------: 265 :!:±./ 6,031 : 4.3 :: 542 : !±./ 9,250 : 5.8 . . . . . . . . . . 

Food------------------------: 14 : 7 32 : 1. 9 : : 13 : 1, 41;5 : . '. 9 
• 0 •• . . .. 

Chemicals-------------------: 31 :ii 1,570 : 1.9 :: 36 : ii 1,665 : 2.1 
: : : .. 

Primary and fabricated : : : : 
metals--------------------: 12 : ii 697 : 1.7 :: 12 : 4/ 1,138 : 1.0 

Non-electrical machinery----: } 139 ~} 897 ~ } 15.4 :~ l 315 ~ l 1,351 ~} 23.3 

Electrical machinery--------: : : ·• ) : J : . . . . . . . . . . 
Transportation equipment----: 44 : 500 : 8.8 :: 84 : 851 : 9.8 .. . . 
All other manufacturing-----: 25 : 2,367 : 1.0 :: 82 : 2,830 : 2.8 . . 

. 1/ "Plant and equipment expenditures'' of MNCs. 
21 "Gross fixed capital formation". 
31 Estimated. 
41 Includes mining operations in metal industries. 
51 Includes rubber. 

Sources: P&E figures from Bureau of Economic Analysis, U.S. Department of Connnerce. 
Aggregate investment figures from INSEE, tesComptes de la Nation, 1970, Paris, 1971. 
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Table A-5.--Plant and equipment expenditures by U.S.-owned MNCs and their share of gross 
fixed capital formation in manufacturing industries, West Germany, 1966 and 1970 

(Amo~nts in millions of dollars) 

1966 1970 .. 
Industry description P&E as :: : : P&E as 

P&E ±_/ :GFCF 'J:./ :percent of:: PGrE !/ :GFCF '!:_/ 1/ :percent of 
GFCF : : : : GFCF 

All manufacturing-------------: 561 : 6 ,039 : 
: : 

Foo<l-----------~------------: 9 : 622 : 

Chemicals-------------------·-: 60 : 1,161 : 

Primary and fabricated : : : 
metals--------------------: 15 : 812 : . 

Non-electrical machinery----~1 
191 ~ ~ 982 ~ l 

Electrical machinery--------: : J 
Transportation equipment----: 266 : 703 : 

: 
·All other manufacturing-----: 20 : 1,759 : 

1/ "Plant and equipment expendituresll of MNCs. 
Z/ "Gross fixed capital formation". 
3/ Estimated. 

9.2 .. 956 : 7)740 : .. 
1.4 : : 17 : 350 : .. : : .. 
5 ,l : : 138 ; 1,320 : .. . . .. . . 
LB : : 98 : 1,160 : 

19, .!1 : : 'i l109 u 1,1;70 ~ } .. 
f . . 

.. . . . . 
37.8 :: 237 ; 850 : 

1.1 : : 57 : 2 ,090 : 

Sources: P&E figures from Bureau of Economic Analysis, U.S. Department of Commerce. 
Aggregate investment figures from West Germany, StatistisChe Bundesamt, Statistisches 
Jahrbuch fur die Bundesrepublik Deutschland, 1971, Wiesbaden, 1971. 

12.3 

2. \) 

10.4 

8.4 

27.8 

27.8 

2.7 



t.!.t:l 2 _,., ~ . ' . 

Table A-6.--Plant and equipment expenditures by U.S.-owned MNCs and their share of 
gross fixed capital formation in manufacturing industries, Brazil, 1966 and 1970 

(Amm.i_ll_t_s_in millions of clollars) 
1966 :: .. . . 1970 

Industry deseription ----------=p~&E=--a-s-: =----=-----:---.P&E as 
P&E ±_/ :GFCF '];_/ :percent of:: P&E ±_/ :GFCF '];_/ :percent of 

All manufacturing----: 

Food-----------------: 

Chemicals------------: 

Primary and fabri
cated metals-------: 

Non-electrical 
machinery----------: 

Electrical 
machinery---~~-----: 

Transportation 
equipment----------: 

All other manuf ac
turing )_/----------: 

84 

n.a. 

19 

n.a. 

30 

20 

15 

680 

93 

113 

122 

59 

71 

222 

1/ '.'Plant and equipment expenditures". 
2/ "Gross fixed capital formation". 

GFCF : : : : GECF 

12.4 :: .. . . - .. . . . . 
.. 
. . .. . . 

16 .8 •. 
.. 
.. 

- .. 

.. 
50. 8 : : 

.. 
28. 2 : : 

.. 

.. 
6. 7 : : .. . . 

181 

19 

40 

16 

56 

31 

19 

988 18.3 

171 11.1 

146 27.4 

134 11.9 

98 57.1 

121 25.6 

318 5.9 

If Inlcudes food and primary and fabricated metals in 1966. 

Source: P&E figures from Bureau of Economic Analysis, U.S. Department of Commerce, 
GFCF figures from Producao Industrial Vol. 1, p. 38, Institute Brasileiro de 
Estatistica, (1969). 
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Table A-7.--Plant and equipment expenditures by U.S.-owned MNCs and their share of gross 
fixed capital formation in manufacturing industries, Mexico, 1966 and 1970 

(Amounts in millions of dollars) 

1966 1970 

Industry description P&E as 
.. : ______ :--:~--:~~~~~~~---::::-.:-::-~-

P&E as * P&E 1/ : GFCF 2/ :percent of:: P&E 1/ : GFCF 2/ :percent of 
: - : - : GFCF : : - : - : GFCF .. . . 

All manufacturing----: 116 : 1,730 : 6.7 .. 205 : 2 ,200 : 9.3 
: : . .. . .. . . 

Food-----------------: 15 : 562 : 2.7 .. 21 : 67'/. : 3.1 . . .. : 
Chemicals------------: 60 : 288 : 20.8 .. .. 61 : 572 : 10.7 . . .. : : 
Primary and fabri- : : : .. .. : : 

cated metals-------: 13 : 326 : 4.0 .. .. 18 : 218 : 8.3 
: .. .. 

Non-electrical : } 

J n .. ( .. 
machinery----------: 14 263 5.3 .. .. 

.. ) .. 
Electrical : 

machinery----------: : .. . . 

. . 

28 : l 
201 1} 13.9 

. . . . 
Transportation : : : .. .. 

equipment----------: 6 : 193 : 3.1 .. .. 26 145 · 17 .9 . . . . 
All other manufac- : : : .. 

turing-------------: 8 : 98 : 8.2 .. .. 51 392 13.0 . . . . 
!/ "Plant and equipment expenditure·sr;-: 
2/ "Gross fixed capital formation". 

* 1969 figures ( 1970 data not available) 

Sources: P&E figures from Bureau of Economic Analysis, U.S. Department of Commerce. 
GFCF figures from Cuentas Nacionales y Acuereos de Capital, Consalidades y por Typo de 
Actividad Economica (1969),Banco de Mexico S.A. 
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Table A-8.--Financial experience of all U.S. multinational affiliates abroad 

(In millions of dollars) 

1966 1970 Percentage 

Sales 
:Foreign : Net income : Ratio of 
: income :after foreign:net income: Sales_ 
:tax paid:income taxes • to sales • 

:roreign : Net income : Ratio of : Increase : Increase 
: income :after foreign=net income:(decrease): (decrease) 
:tax paid 0 income taxes : to sales :for sales : of foreign 

: Increase 
:(decrease) 

of ratio 

. . 

-All industries---------------------:108,659: 
Agriculture----------------------: 403 : 
Mining and smelting------------~-: 2,228 : 
Petroleum------------------------: 28,987 : 
Manufacturing--------------------: 53,681 : 

Food products------------------: 5,966: 
Paper and allied products------: 2,106: 
Chemicals and all~ed products--: S,286 : 
Rubber-------------------------: 2,204 : 
Primary and fabricated metals--: 5,075: 
Machinery, except electrical---:_ 6, 884 : 

-Electr-ic-al machinery-----------: 5,157 : 
Electronic components-------: 1,32-7 : 

Transportation equipment-------:- 12,152: 
Textiles and apparel-----------! - -843·: · 
Lumber, wood, and furniture----: 944 : 
Printing and publishing-------: 390 : 
Stone, clay and glass 

products--------------------: 
Instruments--------------------: 
Other manufact~ring-------- ---: 

·Tr-ansportation, counnunication, 

1,181 : 
1,583 : 

910: 

- and public utilities----------: 1,997 : 
Trade--~--.:-------------:-----,.._: __ : _ 14, 851 : 
Finance-----------,------------- : l , 19 8 : 
Insurance-----------------------: 1, 252 : 
Other-----------------------------: 4 , 062 : 

5,363 
21: -

421 
~.374 : 
1,922 : 

195 : 
102 
364 
67 

181 
315 
169 : 
43: 

292 : 
is: 
53 : 
15: 

54 
71 
26 

70 : 
299 : 
96: 
26 : 

134: 

6,180 
41 

418 
1,923 
2,338 

251 
159 
436 
106 
198 
298 
205· 

49 : 
404 : 
--29-: 

63 : 
16 : 

53 : -
90.: 
30 : 

382 : -
520·: 
223 
97 

238 

• : : :1966-1970 :income taxes: 

5.7 
10.2 

: 180,027 
517 

18.8 : - 2,443 
6.6: .48,350 
4.4 : .90,431 
4.2: 7,241 
7.5:. 2,898 
5.3 : 12,972 
4.8 : 2,779 
3.9 : 8,282 
~-J ! _1_2,094_~ --
4.0 : 9 ,364 : 
3. 7 : 2,695 : 
3.3 : 18,951 : 
3.4 : i,796-
6.7: i,49-3 
4.1: 682 

4.5 
5.Z 
3.3 

19.1 
3.5 

18.6 
7.7 
5.8. 

1,954 
2,887 
7,038 

4,308 
23,570-

2,320 
1,288 

.6,800 

8,420 : 
36 : . 

467 : 
3,886 : 
2,878 : 

220 : 
91 : 

501 : 
116 : 
253 : 
_f13!1_~~ 
208 : 

56 :· 
'.!!!L= 

64 : 
26 : 
20 : 

: 
63 : 

164 : 
132 : 

: 
178 : 
4_70 : 
173 : 

5 : 
327 : . 

11,006 : 
21 : 

468 : 
3,675 : 
3,638 : 

262 : 
197 : 
805 : 
136 : 
331 : 

__ }53 __ L 
321 : 

. 137 : -
-~-3_.Q _:_ 

77 : 
3 : 

-4 : 
: 

100 : 
77 : 

144 : 
: 

1,536 : 
862 : 
432 : 

54 : 
320 -:. 

1966-1970 

. 6.1 : 65.7 : 57.0 
4.1 : 28.3 : 71.4 

19.2 : 9.6 : 10.9 
7.6 : 66.8 : 63. 7 • 
4.0 : 68.5.: 49.7 
3.6 : 21.4 : 12.8 
6.8 : 37 .6 : -10.8 
6.2 : 56.6 : 37.6 
4.9 : 26.1 : 73.1 
4.0 : 63.2 : 39.8 
6,2_ : _75. 7. : 102.5 
3.4 : 81.6 : 23.1 
5.1 : 103.1 : 30.2 
2.1_: 55J 9 : 30.8 
4.3 c 113.0 ·: 255.6 

. 2 : 58.2 : -50.9 
-.6 : 74.9 : 33.3 

: : 
5.2 : 65.5 : 16.7 
2.7 : 82.4 : 131.0 • 
2.0 : 673.4 : 407.7 

: : 
35.7_: 115. 7 : 154.3 
3.7 : 58.7 : 57.2 

18.6 : 93.7 : 80.2 
4.2 : 2 .9 : -80.8 
4. 7 : 67.4 : 144.0 

Source: International Investment Division, Bureau of Economic Analysis, U.S. Departm!nt of ~erce. : : : : 

of net 
income 

to sales 

0.4 
-6.1 

.4 
LO 
-.4 
-.6 
-.7 

.9 

. I 

.1 
1.9. 
-.6 
l.4 

-1.0 
.9 

-6.5 
-4.7 

.7 
-3.0 
-1. 3 

16.fi 
• 2 

-3.5 
-1.1 
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Table A-9.--Total assets and profits of U.S. multinational affiliates abroad for 1966 and 1970 

-
(_In millions of dollars) 

Total as.sets Profits :Ratio of profits to 
Assets Type of industry Percent of 

1966 1970 increase or: 
(decrease) · 1966 1970 1966 1970 

All Industries-------------------:124,792 
Agriculture--------------------: 560 
Mining and smelting------------: 3,599 
Petroleum----------------------: 27,280 
Manufacturing total------------: 49,156 

Food-----------------··-------: 3,953 
Paper------------------------: 2,634 
Chemicals--------------------: 9,444 
Rubber-··-----------·---------: 1,884 
Primary and fabricated 

metal----------------------: 
Machinery not electrical-----: 
Electrical machinery---------: 

Electronic components------: 
Transportation equipment-----: 
Textiles---------------------: 
Lumber-----------------------: 
Printing---------------------: 
Stone, clay and glass 

products-------------------: 
Instruments------------------: 
Other------------------------: 

Transportation, communication, : 
and public utilities---------: 

Trade--------------------------: 
Finan_ce------------------------: 
Insurance----------------------: 
Other--------------------------: 

5,212 
6,655 
4,649 
1,294 
8,886 

840 
1,161 

331 

1,377 
1,341 

789 

4,945 
9,050 

21,601 
4,122 
4,479 

203,076 
531 

6,083 
43,871 
78,000 
5,050 
3,733 

14,780 
2,358 

6,585 
11,345 
8,640 
2,354 

12,369 
1, 763 
2 ,356 

654 

2,220 
3,177 
2,972 

9,257 
13',504 
38,279 

3,758 
9,793 

62.7 
(5. 2): 
69.0 
60.8 
58.7 
27.8 
41. 7 
56.5 
25.2 

26.3 
70.4 
85.8 
81.9 
39 .2 

109.9 
102.9 
97.6 

61.2 
136.9 
276.7 

87.2 
49.2 
77 .2 
(8.8): 

118.6 

6,180 
41 

418 
1,923 
2,338 

251 
159 
436 
106 

198 
298 
205 

49 
404 

29 
63 
16 

53 
90 
30 

382 
520 
223 
97 

238 

11,006 
21 

468 
. 3,675 

3·,638 
262 
197 
805 
136 

331 
753 
321 
137 
436 

77 
3 

(4) : 

100 
77 

144 

1,536 
862 
432 

54 
320 

5.0 
7.3 

11.6 
1.o 
4.8 
6.3 
6.0 
4.6 
5.6 

3.8 
4.5 
4.4 
3.8 
4.5 
3.5 
5.4 
4.8 

3.8 
6.7 
3.8 

7.7 
5.7 
1.0 
2.4 
5.3 

Source: UoS. Department of Commerce, Bureau of Economic Analysis, International 
Investment Division 

5.4 
4.0 
7.7 
8.4 
4.7 
5.2 
5.3 
5.4 
5.8 

5.0 
6.6 
3.7 
5.8 
3.5 
4.4 

.1 

4.5 
2.4 
4.8 

16.6 
6.4 
1.1 
1.4 
3.3 



All industries---------------------: 
Agriculture----------------~-----: 

Mining and smelting--------------: 
Petroleum------------------------: 
Manufacturing--------------------: 

Food products----------------~: 
Paper and allied products------: 
Chemicals and allied products--: 
Rubber-------------------------: 
Primary and fabricated metals--: 
Machinery, except electrical---: 

-Eleci:i:-ical machinery--------.:;.;.:..:· 
Electronic components--------: 

Transportation equipment-------: 
Textiles and apparel---.;; __ :;._.;.::;_·;· 
Lumber, wood, and furniture----: 
Printing and publishing--------: 
Stone, clay and glass 

products-----~---------------: 

Instruments--------------'------: 
Other manufacturing-------~----: 

Transp-ortation, communication, 
-~and.public utilities-----------: 
Trade·----,----------------..:.-------: 
Finance-----:..----~---------------: 
lpsurance-----------------------~: 

Other----------------------------: 
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Table A-10.--Financial experience of all U.S. multinational affiliates in Canada 

(In millions of dollars) 

1966 1970 Percentage 

Sales 
:Foreign • Net income • Ratio of 
'. income '.after foreign'.net income'. Sales 
;tax patd;income taxes •. to·.sales • 

'.Foreign : Net income : Ratio of : Increa~e : Increase 
: income ;after foreign'=net income: (decrease): (decrease) 
;tax paid:income taxes : to sales :for sales : of foreign 
• • : :1966-1970 :income taxes· 

: Increase 
:(decrease) 

of ratio 
of net 
income 

to sales 

·25,230 : 
24 : 

338: 
2,973': 

15 ,682 : 
1, 737 : 
1,242: 
1, 740: 

486 . 
1,980: 
1,532 : 
·1;442": 

292 : 
3,383: 

na-:· 
812 : 
98 : 

325: 
353. 
334;. 

486 : 
3,457 :-

287: 
954: 

1,029 ;, 

949 : 

12 
89: 

647 : 
65 : 
70 : 
99 : 
14 
86 : 
69 : 
·50:· 

8 : 
89 : 
0: 
50 : 
6. 

15 : 
19 : 

9 : 

36 :· 
79 : 
30-: 
23: 
33: 

1,346 
0: 

51 : 
238 : 
708 : 

65 : 
109 : 
102 : 

14 : 
82 : 
72 

··5T,--
6 : 

91: 
!-; 
58 : 

5 : 

19 ; 
20 : 
12 : 

54 ; 
73 •. 
82 • 
85 
55 

5.3 37,614 
0 36 

15 .• 1 936 
8.0 5,649 
4.5 : 22 ,128 
3. 7 : 2,220 
8.8 : 1,505 
5.9 : 2,124 
2.9 I 713 
4.1: 1,964 
4. 7 : 2 ,222 : 

·-r. 6 ·:-- ·1 ;a"2'2.: 
2.1 : 453 ·= 
2.7: 5,677: 
~~-z: -nz: 
7 .1 : 1,322 
5.1: 176 

5 .8 : 
5. 7. : 
3.6 : 

11.1 • 
.2.1 ; 

28.6 • 
8.9 : 
5.~ ; 

406 
563 
882 

918 
5 ,290 • 

442 : 
1,000 : 
1, 215 ; 

1,245 

277 
178 
592 

79 
49 
80 
17 
54 
77 : 
zir:· 
-4 : 
70 : 
~ 

22 
8 

9 
26 
35 

55.: 
109 

34 
0 
0 

1,673 
0 

124 
361 
840 

73 : 
137 
115 

14 
33 
94 : 

-391 
6 : 

133 : 
~ 

25 
10 

19 
28 
71 

174 
124 • 

8 • 

34 • 
8 • 

4.4 
0 

13.2 
6.4 
3.8 
3.3 
9.1 
5.4 
2.0 
1. 7 
4.2 : -2-:-1:· 
1.3 : 
2 .·3 : 
9;-r-;--
1.9 
5.7 

4.7 
5.0 
8.0 

19.0 
2.3 
1.8 
3.4 

. 7 

49.1 
50.0 

176.9 
9Q.O •: 
41.1 
27 .8 
21.2 
22.1 
46.7 
-.8 

45.0 
26-.4-·: 
55.1 : 
67 .8 : 

l44.0 ~-; 
62.8 
79.6 

Z4.9 
59.5 

164.1 

88.9 
53.0 
54.0 
4.8 

18.1 

1966-1970 • 

31.2 
0 

2,208.3 
100.0 
-8.5 
21.5 

-30.0 
-19. 2 • 

21.4 
-37.2 
11.6 
48.0 

-150.0 
.. 21.3 
566.7 
-66.0 

33.3 

-4Q.0. 
36.8 •. 

288.9 

52.8 
38.0 
13.3 

0 
0 

-.9 
0 

-1.9 
-1.6 
-.7 
-.4 

.3 
-.5 
-.9 

-2.4 
-.s .. 

-1.5 
-.8 
-:.4 
6.0 

-5.2 
.6 

-1.1 
-.7 
4.4 

7 .9. 
.2 

-26.8 
-5.5 
-4.6 

Source: - International Investment Division, Bureau .. of Economic Analysis, U.S. Department of Commerce. 
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Table 11.--Financial experience of all U.S. multinational affiliates in.the United Kingdom 

(In m:!.llions of dollars) 
l· 1966 1970 Perce.ntage 

. · Incree.se : Increase 

Sales 
'.Forei.[.n : Hct income : Ratlc cf . 
· income "after foreign 'net incoue · Saj.es 
;tax pc.id ~income taxes : t<».si?les : 

:Fore:!.gn : Net lncome : Ratio of ; (decrease}: (decrease) 
: income :after foreign'.net income:for sales : of foreign 
:tax p«:ld '.income taJ:es : to sales :1966-J.970 ij.ncome taxes: 
: • • 1966-1970 

: lncreai'C' 
:(decrease) 

of rati.o 
of net 
inco;:ic 

tg sales 

· L.J.l 1 nduc tries---------------------: 
~riculture----------------------: 

Yd.nfng and smelt.:!.ng--------------: 
Petroleum---------------------··--: 
Kanufact:uriug-··--------------··---: 

!food products----·--------------: 
l':ipc;r and allie.d product"s------: 
Chemicals and all ieC: products--: 
Dubber-------------------------: 
Priw.t.ry and f.abr:!.cated metals··-: 
M3.c\d.nery, except electrical---·: 

~ieCi·-d.cal ·machinery-----------: 
Ele.ctro·,1:!.c components-------..,: 

'l'ran!:port.ation equi.pment-------: 
Tex.tiles and apparel----:..:;_..:.:..::::_: 
l=bcr, wcod, and furniture-----: 
Printli:&; and puhHsM.ng--------: 
StonE, cley and glass 

prc:-ducts--------.:.---------·---: 
Ins t:nmieni.f.------------··--------: 
Othor manui.acturing-··----------: 

TransFortation, connnuo.:1.catioll, 
i:uc r-ublic utilities-----------: 

Trad;,-----.,.-----------,------···---: 
} inance------------,----·----------·-: 
lnsuranct'.------------------------: 
Other---------------------:..------: 

15,200 
3 
0 

2,1:81: 
9,634 

956 
J 1.3 

1,526" 
273 
968 

1,530 
1,131 

128 
2,174 
- . 92 

15 
75 

l ~c LJ 

438 
168 

60 
2,031 

311 •. 
64 

. 613 

372 
0 . . 

-1 
278 

28 
6 

58 
5 

40 
62 
34 

10 
2 
G 
5 

5 
19 

4 

60 
12 

23 

510 
0 

-l:9 
403 

41 
10 
86 

7 
38 
95 
51 

4 
lL. 

3 
0 
4 

5 : 
30 

8 

17 
8i : 
24 : 

0 : 
34 

3.4 
0.0 

24,511 
3 

: 0 
.-2.0 

4.2 
4.3 
8.8 
5.6 
2.6 
3.9 
6.2 
4.3 
3.1 
l,_1_. 
3.3 
o.o 
5. 3 ; 

4.0 
6. 8-
4. 8 

28.3 
4.0 
7.7 
o.o 
5. 5 • 

3,539 
J.G,246 

1.,054 
141 

1,918 
373 
804 

2,4?6 
.l. ,607 

390 
_3_,!\39_: -

77 
35 

125 

242 
73S 

3,20~ 

1,481 
1,942 

334 
0 

966 

616 
0 

-2 
489 

23 
3 

77 
5 

n 
134 

29 
12 

_22_ -
2 
0 
4 

5 
41 
92 

62 
0 
0 

67 

Source:- :i:nternaficnal Invesl:tnentDivisfon-;- Biire-au of Economfc AnalysfE,-tr.s. Department of Commerce, 

1, 311. 
0 

-61 
479 

32 
5 

106 
17 
-7 

131 
39 
10 

.-4 __ : 
3 
1 
6 

2c • 
J • 

58 
61 

785 
72 
-7 : 

0 : 
44 

5.4 
0.0 

-1. 7 
2.9 
3.0 
3.5 
5.5 
4.G 
-.9 
5. 5 .. : 
2.4 
2.6 
-.L 
3.9 
2.9 
4.8 

10.3 
7.8 
1. 9 

53.0 
3. 7 

-2.1 
0.0 
4.6 

61. 3 
0 

42.5 
68.6 
10.3 
24.8 
25.7 
36.6 

-16. 9 
63.1 
36.l 

204.7 
57.8 

-22.2 
133. 3 
66.7 

93.6 
68. 7 

1,807.7 

2,368.3 
95.6 
7.4 

57.6 

65.6 
0 

-100.0 
75.9 

-17.9 
-50.0 

32.8 
0 

-45.0 
161.1 
-14.7 
300.0 
420.0 

0 
0 

-20.0 

0 
115.8 
220. 0 

3.3 
0 
0 

) 91. 3 

2.0 
0 

. 3 
-1.] 
-l. J 
-5.3 
-. J 
2.0 

-4.8 
- • 7 .. 

-1. 9 
-.5 

- I. 7 
. b 

:!.'I 
-.5 

G. 3 
J. 0 

-2.9 

24. 7 
- . ·i 

-':!. ') 
() 

- . 9 
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Table A-12.--Financial experience of all U.S. multinational affiliates in Belgium and Luxembourg 

(In millfons of dollars) 

1966 1970 Percentage 

: Increase 

'.Foreign '. Net income : Ratio of : :Foreign : Net income : Ratio of : Increase : Increase :(decrense) 

Sales : income '.after foreign'.net income'. Sales : income :after foreign=net income:(decrease): (iecrease) : of ratio 
: : : :for sales : of foreign : of net 'tax paid:income taxes to sales . 
:tax paid:income taxes : to sales :1966-1970 :income taxes: income 
: : : : : 1%6-1970 : to sales 

: : : : : : : : : : 
All industries---------------------: 2,190 : 34 : 41 : 1. 9 : 4,227 : 82 : 125 : 3.0 : 93.0 : 141.2 : ]. 1 

Agriculture----------------------: : .. 
Hining and smelting--------------: : 0 : 0 : : : 0 : 0 : o.o : : 0 
Petroleum------------------------: 372 : l : -2 : -.5 : 595 : : 5 : 0.8 : 59.9 : 0 : 1. 3 
Manufacturing--------------------: 1,158 : 23 : 3 : . 3 : 2,608 : 61 : 101 : 3.9 : 12 1L2 : 165.2 : 3.6 

Food products------------------: 109 : 2 : 3 : 2.8 : 121 : 1 : 1 : .8 : 11.0 : -so.o : -2.0 
Paper and allied products------: 38 : 1 • -9 : -23.7 : 96 : 1 : 35 : 36.5 : 152.6 : 0 : 60.2 
Chemicals and allied products--: 238 : 5 : 0 : 0 : 654 : 20 : 3 : . s : 174.8 : 300.0 : . 5 
Rubber-------------------------: 61 : 4 : 0 : 0 : 79 : 1 : l : 1. 3 : 29.5 : -75.0 : 1. 3 
Primary and fabricated metals--: 63 : 1 : -3 : -4.8 : 252 : 11 : 16 : fi. 3 : 300.0 : 1,000.0 : 11 . .l 
Machinery, except electrical---: 248 : 1 : 6 : 2.4 429 : 15_. : 16 : 3.7 : 73.0 : 1,400.0 : 1. 3 -
Electrical machinery----------~: 125 : 1 : 8 : 6.4 : 425 : 5 : 9 : 2.1 : 240.0 : 400.0 : -4.3 

Electronic components--------: 
Transportation equipment-------: 215 : 3 : 0 : 0 : 27? : 1 : 4 : 1. 5 ; 27.9 : -66.7 : 1. 5 
Textiles and apparel-----------: is : 0 : 0 : 0 : 207 : 9 : 11 : 5. 3 : 1,280.0 : 0 : 5. 'l 
Lumber, wood, and furniture----: 0 : 0 : 0 : 0 : 0 : 0 : 0 : 0 : 0 ; 0 
Printing and publishing--------: 5 : 3 : 3 : 60.0 : 5 : 1 : 5 : 100.0 : 0 : -66.7 : 40.0 
Stone, clay and glass : : : : : : : : : : : 

products---------------------: 27 : 1 : -9 : -33. 3 : 45 : -5 : -5 : -11.1 : 66.7 : -600.0 : 22. 2 
Instruments--------------------: 9 : 0 : 0 : 0 : 15 : 0 : 0 : 0 : 66.7 : 0 
Other manufacturing------------: 5 : 1 : 4 : 80.0 : 5 : 1 : 5 : 100.0 : 0 : () : 20. () 

Transportation, cotm11unication, : : : : : : 
and public utilities-----------: 5 : 0 : : : 0 : 0 : : : ·- 0 

Trade-------------·-----------,----: 590 : 9 : ·20 : 3. 4 : 850 : 9 : 27 ; 3.2 : 44.1 : n : -.2 
Finance--------------------------: 32 : 1 • 6 : 18.8 : 65 : 9 : -8 : -12.3 : 103.1 : 800.0 : 31. 1 
Insurance-----------,..------------: 3 : : : 0 : 0 : : 0 : 
Other----------------------------: 30 : : 14 : 46. 7 : 10~ : 3 . : 0 .. : 263.3 

Source: Infernat:i.onal Investment D:fvision:;Bilrea-u of Economic Analysis, U.S. Department of Commerce. 
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Table A-13.--Financial experience of U.S. multinational affiliates in France 

All industries-----~--------------: 
Agriculture:..---------------------: 
Mi.ning and smelting--------------: 
Petroleum------------------------: 
Manufacturing--------------------: 

Food products------------------: 
Paper and allied products------: 
Chemicals and allied products--: 
Rubber-------------------------: 
Primary and fabricated metals--: 
Machinery, except electrical---: 

Electrical machinery-----------: 
.Electronic components--------: 

Transportation.equipment-------: 
Textiles and apparel--:__: __ :._ __ _..:_: 
Lumber, wood, and furniture----: 
Printing and publishing--------: 
Stone, clay and glass .: 

.products---------------------: 
Instruments--------------------: 
Other manufacturing------------: 

Transpori:afl.cii:i~ commun-icatfon,. - ·=
---and .public .. utili ties"'~_.,..,._-.,,--==-: 
Trade----------------------------: 
Fina.nee-'----------,---_:_ ___________ : 
.Insurance----------------------~-: 

Other----------------------------: 

(In millions of dollars) 

1966 

Sales 
:Foreign • Net income · Ratio of 
: income =after foreign=net income· Sales 
:tax pa.id :income taxes : to sales : 

6,126 
4 
0 

1,418 
3,644 

292 
80 

558 
111 
170 
929 
325 
126 
739 
·32-·:-

15 
36 

145 
194 

18 

157 

:o 

°121 
10 

1 
25 

5 
6 

23 
10 

15 
1 
0 
0 

9 
15 

1 

104 
0 
0 

21 
90 
10 : 

1 
21 

5 
6 : 

10 : 
j- -

19 
-'i 

0 
-1 

9 : 
4 
4 

1. 7 
0 
0 : 

1. 5 
2.5 
3.4 
1. 3 
3.8 
4.5 
3.5 
1.1 

.9 

2.6 
(3.i) 

0 
2.8 : 

6.2 
2.1. • 

22.2 

9,223 
3 
0 

1, 771 
5,641 

473 
183 
971 
119 
208 

1,439 
'5i4 
260 
936 

21 
15 
51 

252 
399 
60 

1970 Percentage 

'.Foreign : Net income : Ratio of : Increase : Increase 
: income :after foreign=net income:(decrease): (decrease) 
:tax paid:income taxes : to sales :for sales : of foreign 
• · : :1966-1970 :income taxes: 

: Increase 
:(decrease) 

of ratio 
of net 
income 

to sales 

264 

0 

208 
12 

2 
41 
11 

4 
83 : 
15 

1 : 1---
0 
0 

7 
30 

1 

277 
-2 

0 
14 

214 
13 : 

5 
49 
15 

5 
49 

9 

_2_~ 
0 
0 
5 

6 : 
25 

8 

3.0 
66.7 

0 • 
.8 

3.8 
2.7 
2.7 
5.0 

12.6 
2.4 
3.4 
1. 8 

2.7 
0 
0 : 

9.8 : 

2.4 
6.3 

13.3 

50.6 
-25.0 

24.9 
54.8 
62.0 

128.8 
74.0 
7.2 

22.4 
54.9 
58.2 
6.3 

26.7 
-34. 4 • 

0 
41. 7 

7.3. 8 
105.7 
233.3 

1966-1970 

68.2 

71. 9 
20.0 

100.0 
64.0 

120.0 
-33. 3 
260.9 
50.0 

-93.3 
0 
0 
0 

-22.2 
100.0 • 

0 

1. 3 

-. 7 
l. 'J 
-.7 
1. 4 
l. 2 
H. 1 

-1. l 
2. :i .. 

. 9 

. 1 
3.1 

7.0 

-3. 8 
4 ·1 

-8.9 

22_;_ 
737 

65 
13 

3 
0 

20 

-9 •. 
2 

1. 2 
3.1 

0 
0 

3 : 
1,233 21 : 

0 
4 . 3 

0 
0 

7..9 

-86.4 
67.3 61. 5 

0 
0 

75.0 

-.9 

10 
226 

0 
0 

0 
0 

572 
0 

35.: 

.2 : 
0 

45 •. 53.1 

-1. 1 

7.9 

Source: 'International 1nvestment Division,BUreau of Economic Analysis, U.S-.Department of Commerce. 
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Table A-14.--Financial experience of all U.S. multinational affiliates in Germany 

·All industries---------------------: 
Agriculture----------------------: 
Mining and smelting--------------: 
Petroleum------------------------: 
Manufacturing--------------------: 

Food products------------------: 
Paper and allied products------: 
Ciemicals and allied products--: 
Rlibber-------------------------: 
Primary and fabricated metals--: 
Machinery, except electrical---: 
Electri.cai·-inachinery---------·-:.·: · 

·Electronic components--------: 
Transportation equipment-------: 

·Textiles and apparel-----------: 
Lumber, wood,· and furniture----: 
Printing and publishing--------: 
Stone, clay and glass 
;products---~----------------: 

Instruments--------------------: 
Other manufacturing-----------: 

triinsi>orc&Hoti-, --coiiim.iinlcatfon~-- -: 
-and-public .. JLtilities"-"""""-"=.,---- • 
Trade-·------:------------------: 
Finance----------~---------------: 

Insurance-----------------------: 
Other-------~-----------------: 

(In millions of dollars) 

1966 1970 Percentage 

:Foreign : Net income : Ratio of • 
Sales : income :after foreign:net income: Sales 

;tax paid;income taxes ;. to· sales~; 

'.Foreign '. Net income : Ratio of : Increase : Increase 
: income :after foreign=net income:(decrease): (decrease) 
:tax paid.income taxes : to sales :for sales : of foreign 
• : : :1966-1970 :income taxes: 

Irlcrcclfi-;
:(decreas<') 

of ratio 
of net 
incom<' 

to sales 

8,546 
3 
0 

2,180 
5,238 

430 
68 

486 
157 
327 
911 
409 • 

58 : 
1,950 : 
··-1:r: 

13 
20 

143 
192 

59 

808 
67 

250 

260 
0 •. 
0 

20 
218 
14 

5 
18 

2 
6 

70 : 
8 -

70 : 
·-s-; 

2 
5 

5 
6 
2 

_{)___:.. 

15 
3 
0 
4 

226 
0 
0 

-28 
196 

22 •. 
5 

10 
1 
3 

45 : c;··-

77 : 
--5-

·o 
5 

5 
7 
5 

~ 

22 
3 •.. 

33 

2.6 : 16,014 
0 : 3 
0 : 0 

-1.3 : . 3,350 
3. 7 : 10, 788 
5.1 : 634 
7. 4 : . 69 
2.1 : 963 
.6 = 211 
.9 : 1,821 

_'!_,J __ _:.____!._?. !+_? __ _: 
1.5 : &76 .. : . 

202 
3.9 : 3,250 •. 
6.8 : 100 

0 
·25.o 

3.5 
3.6.- : 
8.5 : 

---:. 

32.8 

13~2. •··. 

·33 
35 

239 
406 
4~...!_ 

_:_ __ -:.-
1,552 ·= 

25 

29{> ·•. 

640 
0 
0 

24 
580 

16 
3 

53 
15 

168 
.1.7.5_ _ _:_ 

32 

125 
-1 

1 
1 

15 
'<P 

8 

.... ~1--:.-
25 

2 
O· 

. .a -

1,023 
0 
0 

69 
648 

4 
5 

177 
-5 

-10 
_187_~ 

37 : 

165 : 
---~ 

0 
-1 

25 
61 

5 • 

43 
0 .. 

6. 4 : 87. 4 
0 : 0 
0 : 0 

2.1 : 53.7 
6.0 : 106.0 

.6 : 47.4 
7.2 :. 1.5 

18.4 : .98.1 
-2.4 : 34.4 
-.5 : 456.9 

_lit. 7 -:· 91. i__: 
4.2 :· 114.2 : 

248. 3 : 
2'.LL __ 6Ji_.7 ___ ; 
-2.0 I 37.0 ·: 

0 : 153.8 
-2.9 75.0 

10.5 6·7 .1 
15.0 111.5 
1. 2 : 593.2 

: 

=· 
2.8 92.l . 

0 -63.2 

.. 2~ .. =·: ... aa. 9 ..• . 18.4 .• 

1966-1970 

146.2 

20.0 
166.1 
14.3 

-40.0 
194.4 
650.0 

2,700.0 
76.l 

300.0 

78.6 
-80.0 
-50.0 
-80.0 

200.0.: 
183.3 :. 
300.0 

.0 
66.7 

-33.3 .. 
100.0 

3.8 

3.4 
2.3 

-4.5 
-~2 

16.3 
-3.0 
-1. 4 
5.8 .. 
2.7 

1. 2 
-8.8 

-27.9 

7.0 
11. 4 
-7.3 

75.7 
~ ..... _..,.ft• T-~ .... ............. _ .... \ T-............... _....__., :n-1 .. .r .... .r--: '& .. - .... _ •• .:.,. v--- .#- I ·~~H-..1- ii·~: fi_ .... ~~~ .... _'.if ,.-~-- ___ : . : : : 
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Table A-15.--Financial experience of all U.S. multinational affiliates in Brazil 

·All industries---------------------: 
Agriculture----------------------: 
Mining and smelting--------------: 
Petroleum--------------~--------: 

Manufacturing--------------------: 
Food products-------~----------: 
Paper and allied products------: 
Chemicals and allied products--: 
Rubber-------------------------: 
Primary and fabricated metals--: 
Machinery, except electrical---: 
Electrical machinery--~..: ___ _; __ : 

Electronic components--------: 
Transportation equipment-------: 
Textiles and apparel----..:-----~: 
Lumber, wood, and furniture----: 
Printing and publishing--------: 
Stone, clay and glass 

products---------------------: 
Instruments--------------------: 
Other manufacturing------------: 

Transportation, communication, 
and public utilities-----------: 

Trade-~~------------------------~: 
Finance-----------..:--------------: 
Insurance--------------~---------: 
Other----------------------------: 

(In millions of dollars} 

1966 1970 ·: Percentage 

:Foreign • Net income • Ratio of 
Sales '. income '.after foreign'.net income: Sales 

: tax paid : income taxes : ·. to sales • 

'.Foreign '. Net income : Ratio of : Increase : Increase 
: income :after foreign:net income:(decrease}: (decrease) 
:tax paid:income taxes : to sales :for sales : of roreign : 
• • : :.1966-1970 : income taxes : 

: Increase 
:(decrease} 

of ratio 
of net 
income 

to sales 

2,501 
7 
7 

572 
1,578 

198 
46 

307 
125 
120 
112 
166 

51 
352 
35-

5 
7 

52 
43 
10 

23 
277 

37 

. . . 

70 
0 •. 

7 
55 

5 
3 

14 
5 
4 
4 
8 

3 -T--
o 
0 

3 
3 
0 

5 

0 
3 

158 

16 
119 

12 : 
6 

29 
15 
12 

__ 8_ 
10 

2 : 

~ 
3 
2 
0 

2 : 
3 
2 

0 
7 
3 
0 

13 

6.3 : 4,675 
0 

: 6 
2. 8 : ·. 885 
7.5 : 3,382 

. 6.1 : 107 
13.0 : 65 
9. 4 : 623 

12.0 : 175 
10. 0 : 262 
_ Z .. J. _!.._ ___ 3.Q.4 
6.0 : 246 : 
3. 9 : 62 

_4_,..L:.___1,_1_7 ].___.'.._ 
8. 6 : 124 

40. 0 : 5 
: 4 

3.8 
7. o, : 

20. 0 : 

76 
91 : 

129 

:. 6 
2.5 : 347 

35.1 .: 49 

174 
0 : 

11 
103 

3 
5 

11 
15 

4 
__28__!_ 
19 

-~ --
2 
0 
0 

2 
5 
0 

0 
16 

6 
0 

38 .•. 

212 

32 
133 

8 : 
8 
9 

35 
7 

36 
10 

__ 5 __ : 
-5 : 

5 
0 

15 
5 

-5 

13 
34 

0 
.o. ·•· 

4.5 

3.6 
3.9 
7.5 

12.3 
1. 4 

20.0 
2.7 

- .11.8. _ _J 
4.1 

• 4 -
-4. 0 I 

100.0 
o.o 

19.7 
5.5 

-3.9 

. 3.7. 

0 

86.9 

54.7 
114. 3 
-46.0 

41. 3 
102.9 

40.0 : 
118. 3': 

.171. 4 : 
48. 2 : 
21.6 : 

232.7 ;_ 
254. 3·: 

0; 
-42. 9 : 

46. 2 : 
111.6 : 

1,190.0: 

·~7.3 •. !L;. 
25.3 

32.4 

1966-1970 

148.6 

57.1 
87.3 

-40.0 
66.7 

-21. 4 
200.0 

0 
600.0 
137 .5 

0 
200.0 
-;n.3 

0 
0 

-33".3 
66.7 

220.0 

1,166.7 

-1. 8 

.8 
-3.6 

1. 4 
-.7 

-8.0. 
8.0 

-7.3 
4.7 

-1. 9 

-3. 9 
-12.6 

60.0 

15.9 
-1. 5 

-23.9 

1. 2 

-35.1 

Source: International Investment Division, B\lieau- of E-conomic Analysis, U.S. Department oICommerce. 
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Table A-16.--Financial experience of al! U.S. multinational affiliates in Mexico 

·All industries---------------------: 
Agriculture--------.:.-------------: 
Mining.and smelting--------------: 
Petroleum------------------------:. 
Manufacturing------------------~: 

Food products------------------: 
Paper and allied products------: 
Chemicals and allied products--: 
Rubber~-----------------------: 
Primary and fabricated metals--: 
Machinery, except electrical---: 
Elec tiicar machinery-· ______ .:::;::-.:.:.:.:-

Electronic components--------: 
Transportation equipment-------: 

· Textiles· and appare1.:..:..:.-:..-::-...:-..:.:.=-: 
·Lumber, wood, and furniture----: 
Printing and publishing--------: 
Stone, clay and glass. 
products-~------------------: 

Instruments--------------------: 
Other manufacturing------------: 

-fr-anspo-ri:ation-;--communTciiHon~ ··-: 
.'---81ld-public.-utilities==-=.-.:,-=,,,.;. 
Trade-----------·----------------: 
Finance----------~----·----------: 

Insurance.,-----------------------: 
Other~-------~-----.:.-----------: 

(In millions of dol_l_a_r_s~>~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
1966 1970 ·: Percentage 

:Foreign : Net income : Ratio of • 
Sales : income :after foreign:net income: Sales 

;tax paid;income taxes ;:to.sales ' 

: Increase 
:(decrease) 

of ratio 
of net 

'.Foreign : Net. income : Ratio of : Increase : Increase 
: income :after foreign=net income:(decrease): (decrease) 
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CHAPI'ER V 

MULTINATIONAL FIRMS IN INTERNATIONAL FINANCE 

Introduction 

The present chapter is market-oriented. That is, it explores the 

international financial activities of the MNCs in the context of the 

money and capital markets, and the foreign exchange markets, in which 

these activities take place. It makes only a few explicit references 

to "The International Monetary System," the establishment and regula

tion of which are the province of governments acting separately or in 

concert. Thus, the emphasis in this chapter is on the modern-day markets 

which the MNCs have had a large role in framing and which constitute the 

realities around which policies and whole "systems" have to be built. The 

chapter concludes with an assessment of how the MNCs have or have not 

altered the realities and therefore the policy needs which stem from 

them. 

Some definitions 

Throughout the chapter, several technical terms recur. These are 

defined belowo 

Capital markets 

Capital markets are markets for long-term investment funds. The 

instruments used in them may be debt securities (bonds and notes), or 
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equity securities (stocks), or combinations of the two--such as bond 

issues which are partly or wholly "convertible" into equities. By con

vention, capital funds usually are thought of as those having maturi

ties longer than a year. "Medium term" generally denotes periods of 

from 1 to 5 years; medium term loans of fairly short maturities often 

can look more like "money" transactions than "capital" ones. "Long 

term" issues usually are those whose maturities run beyond 5 years. 

Any sort of capital market issue can be either "publicly" placed (on 

securities exchanges or through consortia of underwriting concerns) or 

"privately placed" (sold to one or a small group of institutional 

buyers with no public offering or notice taking place). 

Money markets 

Money markets are markets for short-term funds, usually at matu

rities of a year or less. Instruments traded in the money markets can 

be bank deposits (demand or time), treasury bills and similar types of 

short-term government paper, commercial paper (public or privately 

issued notes of nonbank concerns), or trade bills (which can become 

"acceptances" when they bear proper bank endorsements). A "certifi

cate of deposit" or CD is merely a piece of paper which denotes the 

negotiability of a time deposit at a cowJnercial bank. Ordinary 

short-term bank loans, too, are money market instruments. In general, 

the capital markets finance fixed investment; the money markets 

finance working capital needs. 
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Eurocurrencies 

Eurocurrencies--including Eurodollars--are bank deposits, usually 

time deposits, denominated in currencies other than that of the 

country in which they are held. A Eurodollar deposit is identical 

with a dollar deposit in New York, except that it is held outside the 

United States. 

Euro bonds 

Eurobonds, capital market instruments, are debt securities. They 

are issued through international underwriting syndicates and sold 

mainly in countries which have currencies different from those in which 

the issues are denominated. "Foreign bonds" also are sold outside the 

country of the borrower, but they traditionally have been issued by 

foreigners in some key financial center, in the currency of that center, 

and sold through underwriters of that center, chiefly to buyers of that 

country. "Eurobonds" and "foreign bonds," when discussed together 

without distinction between the two, are termed "international bonds." 

An '·'.international bond," therefore, is simply any issue sold outside 

the borrower's country. Because of the U.S. Interest Equalization Tax, 

international bond issues are sold in the United States only in small 

amounts. 

Foreign exchange markets 

Foreign exchange markets a.re used whenever it becomes necessary to 

make or receive payments in a currency other than one's own. Ordinary 

purchases or sales of foreign exchange for current use are "spot 
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transactions. ·rf a person owing a debt to a foreigner can persuade 

the foreigner to accept his, rather than the foreigner's currency, no 

exchange transaction takes place and there is no effect on the spot 

rate. ·This happens, especially in the case of the dollar, which is 

widely used as a "vehicle" currency for transactions outside the 

United States. Going further, if the foreigner accepts this arrange

ment, he can accept a deposit of foreign exchange in the country of 

the original debtor--say, a dollar deposit in a New York bank. How

ever, if he then places that dollar deposit in a bank of his own 

country--say, London--the deposit becomes a Eurodollar deposit. The 

chain of dollar claims now runs backward from the original foreigner 

to the foreign bank in which he has placed the deposit, to the U.S. 

bank which always did owe the money--first to the original U.S. 

citizen who dealt with the foreigner, then to the foreigner himself, 

and lastly to the foreigner's London bank. As this dollar deposit is 

lent and relent outside the United States, the chain can lengthen 

ad infinitum--but there will be no effect on the foreign exchange 

market unless or until someone "converts" those dollars into another 

currency. 

The foreign exchange markets obviously ~ust be able to handle 

more than current or spot transactions. , They also must accomodate 

transactions which involve credits, debts, and the dimension of time. 

Such transactions are forward exchange transactions, which merely 

are contracts--like futures contracts in connnodities--to deliver 

specified a.mounts of currency to a buyer at a given future date, in 
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return for specified amounts of foreign currency. Forward exchange 

rates depend on two things: (1) spot rates, or the market's expec

tation of where spot rates will be at maturity of a contract; and 

(2) because time is involved, money market interest rates in the 

countries of both buyer an~ seller for obligations with maturities 

the same as that of the forward contract. A forward transaction is 

a way of transferring the exchange risk onto someone else. The 

decision to undertake such a contract depends on the tradeoff 

between the possibility of earning a return on one's money abroad in 

the meanwhile (by buying spot exchange now and investing it abroad 

until the debt is due) and the possibility of a rate change (which 

would have to be risked if one invested at home and bought exchange 

three months hence). The "going" forward exchange rate for that 

maturity is the market's judgment about this tradeoff. If one agrees 

with it--or if he disagrees by thinking that forward exchange is 

available "cheap"--he will enter a forward contract. If he disagrees, 

thinking that the market overestimates the forward risk, he will sit 

tight and enter the spot market when his debt is due. 

Money and Capital Market Integration 

One of the great historical developments of the past 15 years in 

the Free World econoroy has been the progressive intermingling of its 

money and capital markets. This phenomenon is well known and has 

often been commented upon, but it needs mention and description here 

because it is one of the foundations upon which th~ financial role of 

the MNCs rests. 
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This integrative development is a sharp break from traditional 

patterns. Its closest analogue is to be found in the nineteenth 

century, when London was in its heyday as a financial center serving 

the entire world. In those times, London handled a sufficiently large 

proportion of the capital-and-money-market financing of the interna

tional community that its interest rate structures and its ways of 

doing business had a measurable leading effect on other money and 

capital centers, including those on the Continent and in America. 

Most nations felt the impact of changes in British monetary policy, 

and responded to them. 

The analogy is only approximate, however, because modern money 

and capital markets have become more internationalized, and less 

directly responsive to developments in any one large and powerful 

place. The responsiveness is not gone--the United States now plays 

London's former role--but it has a different character. 

The essence of the integrative developments which have occurred 

is that it now is possible, easy, and inexpensive--to a greater extent 

than ever before in modern times--for nationals of one country to lend 

and borrow in money and capital markets other than their own. As 

recently as the early 1960's, it would have peen rare for a mid-western 

U.S. manufacturer, with little or no foreign business, to tap the 

Eurodollar market for working capital during times of tight money in 

the United States. Now, it can be done, just as domestic U.S. firms 

with spare cash between tax dates may consider, on the advice of their 

bank, placing their funds on deposit in London rather than in 
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traditional U.S. domestic money mar~et instruments. Similarly, a 

domestic German firm, beset by stringent monetary policy and high 

interest rates at home, may easily tap the international money market 

for a Eurodollar loan--which it can use in dollar form for many 

purposes, or convert to DM to meet payrolls and other domestic obliga

tions. Much of the capital funds obtained through Eurobond issues by 

American firms is brought back into the United States for domestic 

investment purposes; these issues thus can substitute for more 

traditional equity or debt issues floated domestically through Wall 

Street underwriters. The underwriters themselves have become interna

tional houses to a greater extent than ever before. 

In the nineteenth century, when London and the pound sterling 

ruled the international financial world, the central role of this single 

financial center was all-important. London served as the efficient 

haven for foreign savings, and as an equally efficient redistributor 

of them through issues floated on the London market. In contrast, a 

person, firm, or government that now wishes access to foreign money or 

capital markets gains that access through a truly international market. 

Enormous amounts of long-term funds are allocated through the Eurobond 

market--or the international bond market generally--while short-term 

funds churn in the Eurocurrency markets, preeminently the Eurodollar 

market. Neither of these markets is located in or controlled by the 

United States, even though both deal chiefly in dollar-denominated 

instruments. 



4GO 

Part of the reason why New York has not asswned London's former 

role relates to two keystones of U.S. balance of payments policy during 

the 1960's. The Interest Equalization Tax (IET), now about a decade 

old, aimed for the short-run objective of stemming foreign borrowing 

in the United States, which was contributing to large outflows on 

capital account. It raised the cost of borrowing in New York by 

foreigners to the point of unattractiveness, and forced foreign firms 

and governments to seek long term funds elsewhere--i.e. in the nascent 

Eurobond market, which until 1965 or so was thoroughly dominated by 

non-U.S. borrowers. Until the Americans arrived, the international 

bond market did not begin to show the phenomenal growth of recent 

years. But as a result in major part of the IET, it was able in these 

formative years to begin to develop the institutional structure which 

enabled it to handle the huge demands placed upon it a few years later. 

Voluntary, then mandatory, controls on outbound direct investment 

capital flows were instituted by the United States in 1966 and 1968, 

respectively. These controls pushed .American direct investors deeply 

into foreign capital markets to finance their capital investment 

abroad, and the Eurobond market responded with alacrity, serving not 

only their needs but the growing requirements of foreign governments 

and firms as well. 

Despite the IET and the best efforts of the Office of Foreign 

Direct Investment (OFDI), however, U.S. balance of payments deficits 

persisted, and more often than not, grew. Indeed, without these 



deficits, it is highly unlikely that the dollar-denominated portion of 

the Eurobond market, and the Eurodollar market at the short-term end 

of the financial spectrum, would have been able to expand as they did 

during the 1960's. It is important to note that most of the cumulative 

outflow of dollar funds ge~erated by U.S. payments deficits did not 

end up in foreign official hands as reserves. From 1960 through 1970, 

U.S. deficits on the liquidity basis of calculation aggregated to some 

$35 billion. In the same period (from the end of 1959 through the end 

of 1970), dollar liabilities counted as reserve items in foreign 

official hands by the IMF rose by only $14 billion. Thus $21 billion, 

or 60 percent of the cumulative deficits, accumulated in private hands 

abroad as the nest egg with which the international money and capital 

markets were built during the last decade. This accumulation did not 

occur by default. It occurred as a result of steady private demand 

pressure which prevented the movement of all those dollars into 

official reserves. !/ 

1/ The integration of the world's money and capital markets over the 
last decade or so also has had a technological dimension. Firms and 
banks which wish to be participants in the vastly expanded milieu of 
international finance require two necessary technological backups: 
(1) Rapid, high-capacity communications systems, with which to gather 
and disseminate information and decisions; and (2) Machinery able to 
process into usable form the masses of information which flow into and 
out of a decision-making financial center. Therefore, without the 
postwar development of communications and computer technology that has 
ta.ken.place, the large-scale international integration of world 
financial markets probably would not have been possible. 
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One of the important.results of progressive intermingling of the 

world's major money and capital markets has been a tendency for both 

long and short-term interest rates in different markets to come 

together--for differentials among them to narrow, often almost to in

significance. Of special economic interest is the cost of long-term 

capital funds. A tendency for such costs to become more uniform across 

international boundaries is evidence that capital is becoming more 

mobile, and that institutional and other barriers which inhibit the 

creation of what amounts to a "world" capital market are coming down 

or being surmounted. 

The figures in Table 1 show the movement of key long-term interest 

rates since the mid-1960's. The table compares yields on U.S. domestic 

corporate bonds with comparable yields on both international bonds 

(dollar-denominated issues of U.S. companies) and domestic corporate 

bond issues in nine individual countries. At the beginning of 1966, 

the difference between the U.S. rate and the average of the other ten 

was significant--1.61 percent. By the end of 1968, the difference 

had narrowed to a mere 0.22 percent. In 1969 and 1970, which embraced 

a period of fairly restrictive monetary policies in many of the leading 

countries, the differentials widened, but re~atively slightly, consid

ering the divisive forces that were at work in the monetary system at 

the time. By the end of 1971--which was another year of international 

monetary upheaval--the average differential had again narrowed, to only 

0.38 percent. The persistence of this trend in a period of extreme 
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Table 1: International comparisons of long-term bond yields, 1966-1971 

(Yields in Percent Per Annum) 

1966 : 1966 : Jan 

U.S. Domestic Corporate Bonds------------------: 4.95 : 
: : 

International Bonds "})-------------------------: 6.33 : 

Other Domestic Corporate Bonds: 
Canada---------------------------------------: 6.03 
Japan----------------------------------------: 7.82 
Belgium--------------------------------------: 5.68 
France---------------------------------------: 7.25 
Germany--------------------------------------: 7.50 
Italy----------------------------------------: 6.63 
Netherlands----------------------------------: 6.44 
Switzerland----------------------------------: 4.60 
United Kingdom-------------------------------: 7.27 

Average of all non-U.S. Issues-----------------: 6.56 

Dec 
: 
: 

5. 70 : 
: 

6.38 : 

6.83 : 
7.54 : 
6.05 : 
7.71 : 
7.80: 
6.71 : 
7.12 : 
5.19 : 
7.63 : 

6.90 : 
: 

1967 : 
Dec 

6.74 : 
: 

6.87 : 

7.59 : 
8.57 : 
6.05 : 
7.52 : 
6.95 : 
7 .15 : 
6.71 : 
5.11 : 
7.97 : 

7.05 : 
: 

1968 : 1969 . 1970 : 
Dec Dec Dec 

7.04 : 8 .95 : 7.90 : 
: : : 

7.25 : 8.13 : 8.08 : 

8.18 : 9:29 : 8.83 : 
8.66 : 9.07 : 9.20 : 
5,92 : 6.96 : 6.92 : 
7.76 : 8.71 : 8.83 : 
6.43 : 7.60 : 7 .77 : 
7.12 : 8.51 : 9.74 : 
6.98 : 8.54 : 7.88 : 
5.13 : 5.58 : 6.09 : 
9.16 : 10.70 : 10.84 :· 

: : : 
7.26 : 8.31 : 8.42 : 

: 
Deviation of average from U.S. yield-----------: +l.61 +1.20 : +0.31 : +0.22 : +o.64 : +0.52 : 

"}) U.S. Companies, dollar-donominated issues. 

Source: Morgan Guaranty Trust Company of New York, World Financial Statistics, March, 1972. 

1971 
Dec 

7.30 

7.84 

8.24 
7.38 
6.12 
8.69 
7.59 
8.46 
7.91 
5.42 
9.19 

7.68 

+0.38 
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unrest in the financial markets is, by itself, strong evidence of the 

integrative forces that were at work in the system. !/ 

!f Comparable data are not available to carry the series used in 
Table 1 back to cover a longer time span. However, in order to verify 
that the large differentials shown for the beginning and end of 1966 
were not freak occurrences, a comparison similar to that in Table 1 
was made for several series of yields on long-term central government 
bonds, for the United States and nine industrial countries. These 
series "splice" well with the corporate bond yield series used in Table 
1. For the years 1959-66, the differentials calculated from them were 
as follows: 

1959° ... o. 75% 1961. ... 1.17% 1963 .... 0.99% 1965 .... 1. 66% 
1960 .... 1.04% 1962 .... 1. 07% 1964 .... 1.49% 1966 .... 1.59% 

Source: International Monetary Fund, International Financial Statistics. 
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Generally similar developments occurred in the money markets-

the markets for short term f'unds. To demonstrate changes in money 

market rates during the 1960's, rates for three-month Eurodollar 

deposits in London, as well as treasury bill or call money rates for 

the United States and eight important foreign countries are compared 

in Chart I. The data behind the chart come from ~able A-1 in the 

appendix to this chapter. 

Part A of the chart shows the general movements of three series: 

the Eurodollar rate, the U.S. Treasury Bill rate, and an average of 

the eight GOmparable foreign interest rates. The first point to note 

from this display is that the period covered was one of considerable 

general movement and change. Short-term interest rates everywhere 

were rising through most of the period, with the rise culminating in a 

demonstrable spasm in 1969--a year of very tight money in the United 

States, when interest rates hit unusually high levels and induced 

similar rises throughout the developed world as dollars were pulled 

out of foreign money centers and into the United States. 

Part A also shows clearly a tendency for the average series for 

the foreign rates and the U.S. rate to merge and to stay merged as 

the twelve-year period covered by the data wore on. Again, this 

tendency persisted despite the severe strains which events were 

placing on the international monetary system as a whole during the 

late 1960's--which is good evidence of the strength of the integrative 

forces that were at work .. 
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On the evidence of Part A, the Eurodollar rate appears to be a 

maverick with respect to the integrative trend. It moves away from, 

rather than closer to the others. Such a conclusion, however, would 

not properly describe the function of the Eurodollar rate and the 

Eurodollar market in the system. One should view the Eurodollar market 

as the market through whicti equilibration or integration takes place. 

Thus, the Eurodollar rate has to be a generally high one with respect 

to the others, because it governs the mechanism by which funds are bid 

away from low-rate centers where money is relatively plentiful and 

cheap, and into markets where it is scarce and therefore expensive. 

Until ·about 1966, the U.S. rate was considerably lower than the 

average cost of money abroad, with the result that there was a net 

incentive in the system to move funds out of New York and into foreign 

money centers. Since the movements involved were primarily dollar 

movements, the "equilibrator," the Eurodollar rate, would therefore 

tend to be higher than, but move generally in concert with, the basic 

U.S. short-term interest rate. This happened. Through 1968, in fact, 

Eurodollar rates held remarkably steady at very nearly 1 percent above 

the U.S. Treasury Bill rate, and in every year of the twelve covered, 

the direction of change in the Eurodollar rate was precisely aligned 

with the comparable change in domestic U.S. money costs. 

The U.S. credit crunch of 1969 produced a strain that partially 

changed these relationships. This strain was the emergence--really 

for the first time--of a strong pull of funds toward the United States 
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rather than in the other direction. The unusually wide disparity 

between the Eurodollar rate and all the others that resulted can be 

explained partly by the sheer severity of restrictive monetary policy 

in the United States at the time, and partly--perhaps mostly--by a 

quirk in the machinery that operated to transfer the funds. Dollar 

funds pulled from Europe in this period did not arrive as deposits; 

they arrived as loans to their head offices by the foreign branches 

of U.S. banks. The reason was simple: loans, unlike deposits, were 

not subject to reserve requirements, and hence U.S. banks were willing 

to pay a premium interest rate on any money their foreign branches 

could find--a premium equal to the exceptionally high rate of interest 

that could be earned on the portion of these funds that did not have 

to be tied up in required reserves and therefore could be loaned to 

customers. Thus victimized by international financial integration, 

in a manner to which past experience had not accustomed it, the 

Federal Reserve finally attempted to plug this loophole by a change 

in its regulations which subjected borrowing from foreign branches to 

reserve requirements. 

During this episode, movements of funds to the United States were 

massive. U.S. banks' liabilities to their f~reign branches hit a peak 

of $15 billion in October 1969. Some of the money that arrived by 

this route actually had taken a circular path from the United States 

itself. Due to another quirk--Regulation Q, this time, which governs 
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maxim.um rates that can be paid by banks on time deposits--U.S. firms 

found it attractive to run off relatively low-yield time deposit (CD) 

accounts and to invest the funds in Eurodollars which, of course, were 

loaned by U.S. banks' overseas branches directly back to their parent 

houses. 

In the context of perennial U.S. balance of payments deficits, 

there is another way of interpreting the equally perennial premium of 

the Eurodollar rate over the comparable U.S. domestic short-term rate. 

This is to view it as the price which the international market was 

willing to pay to discourage private foreigners from moving their 

dollar proceeds across the exchanges, and thus from entering the 

equivalent funds into their domestic money markets or, as otherwise 

would have happened, inserting the dollars into foreign official 

reserves. Thus viewed, the Eurodollar premium over the cost of U.S. 

dollars at home can be considered as the price of creating a large, 

flexible, easy-to-use international money market outside the control 

of any central bank. At a steady one percent or so, this seems cheap. 

To be sure, the premium roughly tripled during 1969--but that was the 

price of prying out of foreign reserves dollars that were already there, 

a movement which occurred in large amounts during that year. 

In 1970 and 1971, U.S. interest rates sagged, then broke sharply 

downward as monetary policy eased. When the break came, an immediate 

and massive "backflow" of dollars from the United States to Europe was 

widely expected. It was several months before it actually developed, 

but the foreign money markets soon found themselves inundated. 
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Central banks recouped th~ outflows that had occurred earlier, and then 

some. In the process, however, the gap between the United States and 

Eurodollar rates never narrowed to the old one-percent level during 

the period covered by Chart I, despite a generalized, rapid fall of 

interest rates almost everywhere--except in a few countries that were 

using officially-induced high interest rates to attempt to stem 

inflation. This was preeminently the case in Germany, where specula

tion on a revaluation compounded the incentives to move in funds. The 

result was an unstoppable and undigestible inflow of dollars by the 

Germans--usually called a "run" on the dollar but just as accurately 

assessable as a mad scramble for DM induced by Germany's disequilibrat

ing interest rate policies--which soon produced a crisis and, finally, 

the unpegging of the German exchange rate. 

The presentation in Part B of Chart I supports all of the points 

made above about the roles of the various interest rate measurements, 

but it makes some of them clearer by focusing on the gaps among the 

different rates rather than their levels. The bottom line on this 

chart clearly shows the principal, general tendency for the national 

money market rates to come together, in the form of a trend toward, 

and then movements around the zero-gap base line. The other two sets 

of plots compare the Eurodollar rate with the U.S. rate on the one 

hand and the "average" foreign rate on the other. Through 1968, the 

narrow fluctuation of Eurodollar interest around a 1 percent devia

tion from U.S. Treasury Bills is apparent. It is also clear that, 
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until 1966, the Eurodollar rate was farther away from the U.S. rate 

than from the average foreign rate--which suggests that the chief 

"pull" at work was one which moved funds from the U.S. market to 

foreign ones, via Eurodollars. In 1966 and 1967 this phenomenon 

essentially disappeared; but then, in 1968 and 1969, it reversed. 

The direction of the pull ~ad shifted toward the west. Finally, in 

1970 and 1971, another reversal was in evidence, with the relationship 

of the first half of the 1960's restored. 

The use of an "average" foreign interest rate is a fiction, 

adopted for purposes of clear exposition. Obviously, nobody lends or 

borrows ag~inst a hypothetical "average" interest rate, and hence this 

analysis cannot be complete until a check is made to ensure that the 

"average" correctly represents what actually happened. 

Chart II provides such a· check. It indicates gaps between the 

U.S. Treasury Bill rate and each of the foreign rates that went into 

the average, expressed in terms of deviations of the U.S. rate from 

the foreign ones. In this chart, it is less important to identify any 

particular rate than to observe how they all moved in relation to each 

other and to the U.S. rate. 

Visually, the chart overstates the case by including the Japanese 

call money rate, which moved from "very far out" to "very far in" over 

the period. In the early 1960's, a discussion of the international 

financial system could safely disregard the Yen because it was safely-

and independently--ensconced behind a wall of policy controls not found 
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in the West. Not all of these controls are gone but, in present-day 

discussions, it is not appropriate to forget the Yen, because it too 

is subject to at least some of the forces affecting the other currencies 

of the system. At the other end of the chart, on top, the Swiss call 

money rate moves "perversely." Throughout the period, it was well 

below the U.S. interest rate and most of the others as well. The Swiss 

domestic money market is probably the least "integrated" with the rest 

of the world. As it is so small in relation to the amounts of foreign 

funds that flow into and through the Swiss banking system, the Swiss 

have developed elaborate and largely effective mechanisms for insulating 

their smal:.].. domestic economy from the massive foreign monetary influ

ences which could be, but are not permitted to be, transmitted through 

their own banks. 

As for the rest of the chart, the first point to be made is that, 

in 1960 and 1961--the beginning of the period of progressive inte

gration under examination-.... the several rates were fairly evenly spread 

across a 3 percent-4 percent total gap, from top to bottom. For the 

next several years, a fairly general tendency for most of the separate 

rates to narrow the gap vis-a-vis the United States is apparent; the 

various plots cluster most tightly in 1966, when, including the United 

States, five of the observations were small fractions of a percentage 

point apart, with two others having pulled in closer to the U.S. rate 

as well. Subsequent movements were more disparate, and it is important 

to note that the widest discrepancies between U.S. interest rates and 

the others occurred in 1968, not 1969, the year when U.S. rates peaked 
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at historic levels. The U.S. rates already were rising in 1968, and 

there was a lag in the foreign response. By 1969, however, the 

response was working and the pattern of plots was pulling closer 

together again. Despite the subsequent reversal of interest rate move

ments in the United States, this trend continued through 1970 and 1971, 

with the result that, in the latter year, the overall spread of the 

plots (excluding the Swiss) was the same as or slightly narrower than 

in 1960--but with Japan in the fold now, rather than far out of it. 

There was one important difference, however. Instead of being 

evenly spread, the plots for 1971 formed two clusters. In one group 

were the Canadian, Belgian, and Dutch rates, against which the U.S. 

rate was only slightly higher (identical in the Dutch case). In the 

other group were the rates of four countries--France, the United 

Kingdom, Japan, and Germany--against which the U.S. rate was sharply 

lower. Each of these countries was defying the markets in one way or 

another. France devalued in 1971, and by yearend was busy absorbing 

the effects of the move, while combatting inflation with tight money, 

behind a barrier of exchange controls that inhibited at least partly 

the efficient inflow of funds that would otherwise have occurred .. 

The other three countries were employing hig9-interest-rate policies 

also--and receiving heavy inflows of funds as a result. 

For one of these countries--Germany--the defiance of the system 

proved to be untenable, as described above. Indeed, the net effect 

of German interest-rate policy since 1966 had been to induce greater 

swings vis-a-vis U.S. interest rates than in the case of any other 
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country. From 1966 to 1968, the U.S. rate moved from a point about 

half a percent lower than the German rate, to a level nearly 3 percent 

higher. Germany was in or coming out of a fairly severe recession in 

1966 and 1967, and in only the early phase of a new boom in 1968, so 

that easy money was the rule. By 1969, the Germans, focusing hard on 

domestic rather than external policies were beginning to think about 

cooling the boom slightly. They put up their rates and, happily for 

a change, narrowed the gap against the U.S. rate. Heavy reserve out

flows from the Bundesbank were continuing that year, however, as the 

Eurodollar market sucked funds up for transmittal across the Atlantic. 

But then, in 1970, Germany was again moving perversely with respect 

to the trend, and the U.S. rate moved sharply against the German rate, 

the gap shifting by better than 4 percentage points. That year, and 

in 1971, the results came swiftly in train. The German central bank 

was swamped with funds and in practical terms lost control of its own 

monetary policies. In that situation, the only alternative was to 

allow the exchange rate to float and, ultimately, to alter the parity 

of the DM permanently. 

Three main points are clear from the foregoing discussion of 

money and capital market integration during the 1960's. The first is 

that the Eurobond market for long-term funds and the Eurocurrency 

markets at the short-term end play a crucial role as the mechanisms 

through which integrative developments take place. Thus, a single, 

powerful national financial system does not play the role of integrator; 

this role is played by a pair of international markets that stands 
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outside and largely uncontrolled by the authorities of the separate 

national economies that are affected by the process. Secondly, strong 

tendencies for an international equalization of interest rates emerge 

as both. result and symptom of the integration process. Third·--and this 

is a consequence of the entire integration process--it has become 

increasingly difficult, sometimes impossible, for the central bank 

authorities of any one country to move in directions which run counter 

to international money and capital market trends, because the markets 

react with inflows (or outflows) of funds that most domestic monetary 

systems cannot stand for long periods. Thus, even if a currency's 

exchange parity is not in serious disequilibrium, a perverse movement 

of national interest rates can force such a change because of an 

economy's vulnerability to massive, highly volatile flows of short

term funds. 

The International Bond and Eurocurrency Markets 

Because they have come to play such a crucial role in the inter

national financial system, the markets which have been described in 

this chapter as the "integrator" markets--the international bond market 

and the Eurocurrency market--require separate and extensive discussion. 

Both are markets in which the MNCs, as well as the multinational banks, 

(to be described later), have important influences. 



The international bond market 

International capital issues, 1/ in the form of foreign bonds 

sold outside the borrower's country, have been an important feature 

of international finance for centuries. Yet the Eurobond, which in 

a few years has come virtually to dominate the international bond 

market, is barely a decade· old. Its history began in the early 

1960's, when groups of European investment bankers--chiefly in 

Belgium and Luxembourg, in the beginning--started to organize multi-

national syndicates of underwriters in order to market long-term 

bond issues simultaneously in a number of financial centers. Many of 

these first issues were denominated in unfamiliar monetary units, 

such as the European "Unit of Account." These were nothing more than 

rather complicated combinations of the major currencies, which per-

mitted the lender (purchaser) the option of choosing the currency of 

ultimate repayment, as a protection against possible exchange rate 

changes. The advantages of such combinations were overwhelmed by 

their complexities in the eyes of borrowers and lenders, however, and 

soon Eurobonds were mainly, almost exclusively, in fact, denominated 

in single currencies. Chief among these is the dollar. 

Spurred by the Interest Equalization Tax and later by the U.S. 

investment restraint programs as well as the innovative efforts of 

London bankers, chiefly the merchant bankers, the Eurobond market 

1/ See definitions of the various types of bonds discussed here 
on-pp. 453-455. 



grew at a staggering rate~ with volume of new issues climbing to 

heights that experts had deemed impossible. New issue volume was a 

mere $164 million in 1963. By 1968, it had reached $3.6 billion 

whence it dropped to about the $3 billion level in 1969 and 1970, 

moved to over $3.6 billion in 1971 and, in the first 10 months of 

1972, pushed strongly upward, to $4.9 billion (see Table A-2 in the 

appendix to this chapter). 

Meanwhile, the foreign bond market--handling the traditional type 

of issues that are not internationally syndicated and are sold mainly 

in one center in the currency of that center--has not fallen into 

disuse. The growth in the volume of new issues in this market has been 

rather more variable than the growth of Eurobond issues but, overall, 

it has risen strongly. In 1963, new issues of foreign bonds were 

$389 million. Since then, volume has climbed erratically to $1.1 

billion in 1968, $1.5 billion in 1971, and $1.7 billion in the first 

ten months of 1972 (Table A-2). 

The international bond market as a whole, therefore, has undergone 

great expansion during the past decade, led by the strong performance 

of its Eurobond sector and aided by fast growth in new foreign bond 

issues. The following tabulation illustrate$ this growth, showing 

total new issue volume outside the United States (in millions of U.S. 

dollars) from 1963 to the present. 



Year 

1963 
1964 
1965 
1966 
1967 

Volume 

553 
983 

1,417 
1,520 
2,405 

Year Volume 

1968 4,708 
1969 3,983 
1970 3,344 
1971 5,153 
1972(Jan-Oct)6,632(preliminary) 

Source: Morgan Guaranty Trust Company of New York, World Financial 
Statistics, March 1972; and World Financial Markets, Oct., 1972. 

No market of this size can survive without the presence of a strong 

and flexible "secondary" market, in which ·holders of bonds and investors 

can trade, with little effort, securities that have been issued in the 

past. Such a market has been developed by a large group of financial 

houses with multinational connections. These houses generally are 

also the principal underwriters of new .issues. Among them are the 

major European banks, including the London merchant banks, as well as 

European subsidiaries of many of the United States' most important 

financial institutions. 

Certain data from the'appendix Table, A-2, are pulled together in 

summary fashion in Table 2, to point up some of the important 

characteristics of the international bond market. Table 2 focuses on 

two years of peak issue volume (1968 and 1971) for which full-year 

data are now available. It shows clearly the extent to which the 

Eurobond sector dominates the market--to the tune of 76 percent in 

1968 and slightly less, 70 percent, in 1971. This small decline in 

the share of Eurobonds in total new issues testifies to the 

continuing strength of the traditional form of foreign bond in world 

capital markets. 
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Table 2: Some structural characteristics of the International Bond 
Market in 1968 and 1971 

(a.mounts in millions of U.S. dollars) 

Total International Bond 
Issues------------------: 

Eurobonds------------------: 
Foreign bonds--------------: 

Types of borrower: 
U.S. companies-------------: 
Other companies------------: 
State-owned enterprises----: 
Governments----------------: 
International organi-

zations------------------: 

Currencies: 
U.S. dollars---------------: 
German mark----------------: 
Dutch guilder--------------: 
Swiss franc----------------: 
Italian lira---------------: 
Pound sterling-------------: 
Other----------------------: 

Types of security: 
Long-term straight debt----: 
Medium-term straight debt--: 
Certificates of deposit----: 
Convertible issues---------: 

Amount 

4,708 
3,573 
1,135 

2,235 
659 
361 
817 

626 

2,554 
1,588 

238 
72 
19 

237 

2,064 
659 

75 
1,910 

1968 

Percent 
of total 

100 
76 
24 

47 
14 

9 
17 

13 

54 
33 

5 
2 
1 
5 

43 
14 

2 
41 

Source: Table A-2. See notes to that table. 

1971 

Amount 

5,153 
3,624 
1,529 

1,290 
1,327 

996 
733 

807 

2,203 
1,094 

298 
661 

32 
138 
727 

3,829 
999 

325 

Percent 
of total 

100 
70 
30 

25 
26 
19 
15 

15 

43 
21 

5 
13 

1 
3 

14 

74 
19 

17 



Among the important borrowers, business firms (including both pri

vate enterprises and state-owned corporations ~uch as some of the large 

Italian conglomerates) hold a commanding position; in both 

years, they accounted for 70 percent of all new issues. However, the 

relative positions of American and non-American enterprises changed 

rather radically between the two years, with the share of U.S. firms in 

total borrowings falling from just under half to one-fourth and the 

proportions accounted for by other types of enterprises rising accord

ingly. The 30 percent of the market which remained after business 

enterprise~ had their fill was shared about equally in both years by 

foreign governments and international organizations (such as the World 

Bank--IBRD--and its affiliates). 

Not shown in Table 2 is the distribution of international capital 

issues by country or area. The United States--i.e. U.S. companies-

took up exactly a quarter of all new issues in 1971. Entities in other 

developed countries had the lion's share--58 percent--of which 43 per

cent fell to the Europeans. The international organizations' 15 per

cent already is reflected in Table 2. A considerable portion of these 

funds, of course, is destined to finance capital projects of one sort 

or another in the LDCs whose share of the market otherwise was a mere 1 

percent, or $52 million in 1971. Their access to the market never has 

been great. It peaked in 1968, at $256 million, or roughly 5 percent 

of total new-issue volume in that year. 

On the evidence of Table 2, there has been a significant increase 

in the usage of currencies other than the dollar in the international 

bond market. While the dollar still reigned supreme as the currency 
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with the largest single share of the market in 1971 (43 percent), this 

share was well under the 54 percent of 1968. This drop is due partly 

to the weakened reputation of the dollar in the international monetary 

system and partly--probably mainly--to the lesser demands of U.S. 

companies on the market. At the same time, and despite its strength, 

the Deutsche mark also saw its share of the market reduced, from about 

a third in 1968 to just over a fifth in 1971, as greater usage of 

several other currencies became popular. Consequently the combined 

shares of the market's two principal currencies, the dollar and the 

DM, fell sharply from 87 percent to 64 percent--the difference being 

accounted for by a significant increase in the usage of a number of 

other currencies. There also has been some revival of interest in 

combination packages, which allow the lender options on the currency 

of repayment as a protection against exchange parity changes. Such 

developments are natural in periods of severe unrest on the foreign 

exchanges such as 1968-71. Overall, the flexibility of the market in 

adapting its rapid growth to very restive environmental conditions is 

impressively demonstrated by its willingness to shift into a wider 

range of currency denominations for new issues. 

Among the different types of securities .issued, there is clear 

evidence of a great revivial of interest in ordinary straight debt 

bonds. These accounted for almost three quarters of the market in 

1971, as against only 43 percent in 1968. The most important reason 

for this change was a steep decline in convertible issues of U.S. 

companies--i.e. bonds convertible into the common stock of the firm. 



Convertibles had been popular in the mid-1960's, often allowing firms 

to borrow in the market at significantly lower interest costs. How

ever, the coming of less than buoyant fortunes to the U.S. stock 

markets destroyed much of the attractiveness of convertibles to the 

European lender, and their.usage dropped apace. 

Publicly-announced, medium-term, straight debt issues increased 

considerably over the period. However, the increase in medium-term 

loans no doubt has been much greater in the aggregate, because much 

of this debt is privately placed with banks and institutions such as 

insurance c.ompanies and thus never enters into the published record. 

The entire medium-term market is of fairly recent vintage. It 

represents in many cases a bridge or filler for the gap between the 

long-term "Eurocapital" market and the short-term Eurocurrency or 

"Euromoney" market. Very often, a bank will use this market to borrow 

short--through Eurodollar deposits--and lend long--against medium-term 

notes. For borrowers in general, it represents an important new source 

of funds. Loans of this type also are discussed in the Eurocurrency 

section (p. 495) below. 

The data in Table 3 focus on a narrower subject, the activity of 

U.S. companies alone in the international bond market in 1968 and 1971. 

The table reflects the roughly 50 percent drop in U.S. firms' share of 

total new-issue activity. Virtually all of this drop occurred in the 

Eurobond sector, where their share fell from 59 percent of total new 

issues to 30 percent. The drop in relative position was spread across 

both of the major currencies in which issues are denominated--the dollar 
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Table 3.--U.S. Company activity in the International Bond Market, 1968 and 1971 

(amounts in millions of U.S. dollars) 

1968 1971 

U.S. company issues Total U.S. company issues 

Percent issues 
Percent 

Amount :of U.S.: 
of type . Am t oun of all : shown : : of U.S.: of all 

'fotal 
issues 
of type 

shown 
(amount) Co 

issues: 
issues of:(amount) : : Co : issues of 

International Bonds, 
Total---------------: 

Eurobonds--------------: 
Foreign bonds----------: 

Straight debt----------: 
Convertible------------: 

U.S. dollar---------~--: 
German mark------------: 
Swiss I'ranc------------: 
Dutch guilder----------: 
Other currenci~s-------: 

4,708 

3,573 
1,135 

2,798 
1,910 

2,554 
1,588 

238 

328 

2,235 

2,096 
139 

593 
1,642 

1,915 
226 

94 

100 

94 
6 

27 
73 

86 
10 

4 

0 

type : : : issues : type 

47 

59 
12 

21 
86 

75 
14 
4o 

0 

5,153 

3,624 
1,529 

4,828 
325 

2,203 
l,094 

661 
298 
897 

1,291 

1,090 
200 

1,116 
175 

995 
82 

170 
14 
30 

100 

84 
16 

86 
14 

77 
7 

13 
1 
2 

Source: Morgan Guaranty Trust Company of New York, World Financial Statistics, March 1972. 

25 

30 
13 

23 
54 

45 
8 

26 
5 
3 
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and the DM--and the:: Swiss franc as well. U.S. firms increased their 

shares of new issue~ denominated in the other currencies. 

This decline in U.S. firms' relative dominance of the market, it 

should be stressed,· occurred in the context of a rapidly rising 

volume of new issues in general. While it also represented an absolute 

decline of some magnitude for the U.S. firms, the real significance of 

this development is bound up with the market's ability to adapt 

increasingly to the long term financial needs of the international 

community as a whole, rather than those of U.S. firms alone. That 

three-quarters of the market's new issues in 1971 were those of non-U.S. 

entities (including business enterprises, governments, and international 

organizations) is extremely significant. It should allay fears often 

expressed during the 1960's that the Americans had found a way to 

advance upon European capital markets in a manner that would effec

tively freeze out other borrowers on their own home ground. Instead, 

it appears that the new institutions and the new technology of the 

international bond market have been able to increase the efficiency 

with which savings are mobilized to the service of those who require 

borrowed financial capital--and probably to increase the volume of 

savings so mobilized as well. 

In both of the two years covered by Table 3, U.S. firms relied 

most heavily on the Eurobond sector of the market. Despite their 

declining share of total issues in that sector, they still obtained 

84 percent of their international long-term financing through it in 

1971, as against 94 percent in 1968. Nevertheless, thei~ usage of 
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the foreign bond sector did increase somewhat, from 6 percent to 16 

percent of their total issues. At the same time, their switch away 

from convertibles to straight-debt issues is clearly apparent. Of 

all U. s·. company issues floated in 1968, 73 percent were convertibles 

and 27 percent were straight-debt; in 1971, these proportions were 

substantially reversed, at 14 percent and 86 percent, respectively. 

Although .American companies accounted for less than half of all 

new dollar-denominated issues floated in 1971, the dollar remained the 

currency of issue that they favored; it accounted for over three

quarters of their flotations in that year, as against 86 percent in 

1968. This is not surprising. "Multinationalism" goes only so far, 

and for even the largest MNCs, the dollar remains their "home" 

currency, their currency of account, and the currency in which most 

of their cash flow is generated. As debtors, they also should clearly 

prefer to have their obligations denominated in a currency which has 

not been among the strongest over the period under review. The 

market's continued willingness to accept that dollar-denominated debt 

without excessive interest premiums reflects in part a collective 

judgment that the dollar is a strong currency in the long run. 

Indeed, with the possible exception of Swiss.franc bonds, the position 

of U.S. firms in the markets for new issues denominated in currencies 

other than the dollar is of little significance. These markets 

remain dominated by non-U.S. borrowers. 
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Eurocurrencies 

Eurocurrencies may be defined as bank deposits denominated in 

currencies other than those of the countries in which they are 

deposited. Eurocurrency operations can take place in any national 

currency so long as it possesses convertibility and is deposited 

outside of the country from which it comes. For example, when U.S. 

dollar deposits are placed in a bank not within the territorial 

boundaries of the United States, the result is the formation of 

Eurocurrency, in this case Eurodollars. 

Mechanics of the market.--The initial deposit described above 

is the first step in the ~rocurrency market cycle. This deposit 

does not involve a foreign exchange transaction; rather, it involves 

a loan of foreign currency repayable in the same currency. It 

entails the owner's lending and the accepting institution's borrow

ing of the foreign currency deposit, which is now in Eurocurrency 

form. From its acceptance into the system until the time of its 

removal, the deposit may be subject to numerous loan transactions 

which could involve banks of the same country or different ones. 

Once accepted by the bank, this Eurocurrency deposit may then be 

used to improve the bank's general position in one of several ways. 

The bank may use it for the purpose of extracting a profit through a 

transaction; or to alter its liquidity position; or solely for 

expansion. The bank can make a profit either by lending the deposit 

directly to a customer or, more o~en, by acting as an intermediary 
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to another bank·, either domestic or foreign. Due to the minimum risk 

involved in the intermediary position, the interest rate differential 

between the borrowing rate which the bank accepts and the lending rate 

which it dictates is quite small. The major reason for a bank to act 

as an intermediary is to reduce its risks while still realizing a 

profit .. 

Whether the Eurocurrency cycle continues is determined by whether 

this intermediary position is taken. If the bank finds it more advan-

tageous to lend the currency directly to a customer who eventually 

removes it from the bank for daily·operations; if the bank uses it to 

buy exchange for a domestic loan in local currency; or if the bank 

uses the currency to increase its reserves--it will then have removed 

the currency from the Eurosystem and the cycle will be completed. 

Thus, there are three types of participants involved in the Eurocurrency 

system: The "Original lenders" who are those institutions, whether 

financial or nonfinancial, which make Eurocurrency deposits; the 

"intermediaries", which are commercial banks that relend deposits to 

other commercial banks both local and foreign; and the "Final Borrowers" 

who in numerous ways extract from the system currencies which earlier 

had been injected through deposits. The Eurocurrency system may be 

viewed "as a series of chains along which the deposit of an original 

lender is transferred to a final borrower via the intermediation of 

commercial banks." Y 

!/Swoboda, Alexander K., The Eurodollar Market: An Interpretation, 
essays in International Finance. No. 64, Princeton University, 1968, p.2. 
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These transactions, essentially international borrowing and 

lending, would appear to be a part of the Fesponsibility of a bank's 

credit department. However, they are normally conducted through 

foreign exchange departments, for at least two reasons. One is that 

credit departments, genera.+ly organized for transactions in local 

currency, do not focus on conditions abroad and therefore are less 

able to determine risk. Also, Eurocurrency operations often involve 

foreign exchange transactions, since foreign deposits frequently are 

accepted " •.. solely for the sake of swapping the proceeds into the 

local currency or into a third currencr." !I 

Suppliers of Eurocurrencies.--The creation of Eurocurrency 

deposits is due largely to dissatisfaction with the yields obtainable 

in national money markets. Individuals, organizations, and governments 

holding foreign currency deposits may choose to invest in either 

national money markets or the Eurocurrency market. As pointed out in 

the preceding section (pp.467-471 ) , Eurorates, being those which 

serve to pull funds from low-rate money centers to high~rate ones, 

generally are higher than most deposit rates in national money markets. 

Therefore, they are attractive to lenders. 

There are three major suppliers of Eurocurrency: Official 

institutions, commercial banks, and non-banks. Official institutions, 

the major suppliers of deposits until 1963, are thought to be the 

1/ Einzig, Paul, The Eurodollar System, London, Macmillion, 1970 
(4th ed.), p. 12. 



originating force behind the Eurocurrency market, with official dollar 

deposits having served as the initial resource. These institutions, 

consisting of central banks, governments, and international organiza

tions, can supply deposits in many ways, both direct and indirect. 

Central banks may supply deposits by placing foreign reserves in 

commercial banks located outside of the country where the currency 

originates. These deposits can be in the form of either swap agree

ments or direct deposits. The first requires the borrowing bank to 

surrender or "swap" domestic currency for the Eurocurrency deposit of 

the central bank, often with a repurchase agreement for the authorities 

to buy back the deposit at a specified date. By varying the spread 

between the spot rate at which it sells Eurocurrencies to its banks 

and the forward rate at which it repurchases them, the central bank 

can create an incentive for the banks to deal with it. This has been 

done, notably by the Germans, who used the technique to push .their 

large accretions of dollar reserves back out into the market, soaking 

up DM liquidity in the process. Only too often, however, these ._; 

dollar funds wound up back in the Bundesbank's coffers. In addition 

to swaps, central banks also can make direct deposits of Eurocurrencies 

with any commercial banks (in any country) t~at will take them on the 

terms offered. Finally, the depositing procedure can be less direct, 

th_e foreign currency deposits being placed with an international 

organization that redeposits them in commercial banks. Both the Bank 

for International Settlements (BIS) and the European Investment Bank 

(EIB) have played this role. 
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Foreign central banks have continued to have a fairly important 

position as suppliers of Eurocurrency, particularly Eurodollars. 

Because of generally high interest rates available, the Eurodollar 

deposit represents ·an attractive form in which to hold a nation's 

official dollar reserves •. Through most of the 1960's--through 1970, 

in fact--the most important suppliers of the market in this fashion 

were the central banks of the industrial countries. Eventually, 

however, the logic of their activities penetrated the central bankers' 

thinking, when they saw fUnds which they had placed in the market 

returning, .with obvious inflationary effects. The placing of dollar 

reserves as Eurodollar deposits merely recycled them along paths by 

which they had arrived in the first place. An agreement was reached 

among the central bankers of the developed countries to cease and 

desist, and to "wind down" their placements in the Eurodollar market. 

At the same time, however, the LDCs as a group began to experience 

heavy additions to their dollar reserves, especially in 1971. Having 

no reservations about the Eurodollar market, which affects their 

monetary systems much less directly than those of the developed 

countries, they began to make heavy placements in the market. As a 

result, the total of estimated official holdings in the Eurodollar 

market has risen virtually without interruption since at least 1964. 
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The following t·abulation shows IMF estimates of official holdings of 

Eurodollars and "unidentified" foreign exchange reserves which may 

have a Eurodollar component (in billions of dollars): 

Identified Eurodollar holdings: 

Industrial Countries 
LDCs 

Total 
Unidentified item 

1964 

o.8 
.Jh2. 
1.3 

-0.6 

1966 

1.4 
_Q!l 

2.0 
-0.4 

1968 

2.3 
1.3 

3.b 
-1.1 

1970 

4.9 
4.2 
9.2 
2.8 

1971 

3.5 
...2..:.§. 

9,3 
8.o 

Source: International Monetary Fund, Annual Report, 1972, p. 30. 

The second major type of supplier in the Eurocurrency market is 

the commercial bank. While commercial banks are primarily intermediary 

borrowers of Eurocurrency, they may also act as suppliers by purchasing 

foreign currency in the exchange market. The swaps described above 

are a variation on this. These funds may then be used for intermediary 

purposes or to finance foreign or domestic trade. Commercial banks 

also may supply the market through their foreign branch banks. In 

this case they place domestic funds with overseas branch banks. The 

principal motivation for commercial banks supplying funds to the 

market is the likelihood of a gain in.ryield with little or no loss in 

liquidity and safety. Commercial banks norm~ly act as suppliers only 

when an interest arbitrage differential is present. This differential 

may exist between Eurocurrency rates and those of domestic currency 

or, possibly, between different types of Eurocurrencies. Although 

banks employ these funds for arbitrage purposes this does not result 
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in a weakening of the commercial banks' liquidity, because Eurocurrency 

deposits at call or with short maturities can be retrieved easily. 

The final category of Eurosuppliers consists of non-bank institu~ 

tions such as corporations and individuals. As international business 

expands, so do the foreign.deposits held by corporations and indi

vidual$. These deposits, whether used for operations or reserves, may 

enter the Euromarket whenever placed in a commercial bank which is 

foreign to the currency. The most notable examples of firms acting 

as suppliers a.re non-U.S. firms holding large dollar reserves for 

liquidity ~s well as yield purposes, and foreign subsidiaries of U.S. 

firms generating and holding large balances of dollars abroad. 

The demand for Eurocurrencies.--Demand for Eurocurrency is broken 

into two major categories. The first category consists of those demands 

placed on the market by banks, whether for redepositing or final usage. 

Banks acting as intermediary users borrow fUnds only to redeposit them. 

As final users, however, banks demand funds which they will eventually 

remove from the Euromarket. The second category covers those demands 

placed on the market by non-bank institutions, generally in final 

usage form. Non-bank institutions are federal and municipal authorities, 

business enterprises, and, on occasion, very wealthy individuals. 

Governments, while active suppliers of Eurocurrency, are relatively 

small users. However, they do borrow on occasion for various purposes, 

perhaps to cover budget deficits or benefit from interest rate 

differentials. The business enterprise uses Eurocurrenc.y to help 

supplement both domestic and foreign operations. Individuals seldom 
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undertake transactions in·Eurocurrency even though the opportunity is 

open to them, because transactions generally are conducted in very 

large standard amounts. 

Commercial banks of various size in various countries welcome the 

opportunity to borrow in the Eurocurrency market. Although the inter

est rates paid on these loans may be considerably higher than those 

allowed on domestic currency deposits, the availability of these 

funds, along with the relative ease with which they can be negotiated, 

make them increasingly important. Obtaining traditional bank credit 

in a foreign country, even for banks in good credit standing, is a 

complex process, demanding time and commitment. Often credit is 

totally unavailable at prevailing rates •. However, banks of first-class 

standing can borrow Eurocurrency deposits in minutes if standard ' ' 

maturity dates are followed. Eurocurrency availability to banks is as 

flexible as the banks' willingness to pay. Although borrowing limits 

between banks do exist, a bank can borrow simultaneously from a 

number of different lenders; therefore, the total available is almost 

unlimited. Although when acting in a redepositing capacity, a 

commercial bank needn't borrow the Eurodeposits from another commercial 

bank, it must lend to another commercial bank. or to someone who will 

allow the deposit to remain in a commercial bank in Eurocurrency form. 

The purpose of this lending is to reduce risk while still realizing 

an acceptable profit through slight interest differentials. 
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In recent years there have been several new developments in this 

type of intermediary lending. Occasionally banks will borrow and then 

re-lend with no apparent attempt at profit for the sole reason of 

keeping their name in the markets' eye or to maintain and strengthen 

some desirable relationship. Also, and of much greater importance, is 

the trend towards borrowing at short-term and lending at medium-term 

which has recently gathered. considerably strength. The movement in 

this direction appears to have been stimulated through pressures placed 

upon commercial banks by business borrowers to provide them with term 

loans. The inherent risks of such operations are in question, the 

major worry being the increased possibility of a liquidity crisis. 

Where such actions (in domestic monetary systems) in the past have 

resulted in a loss of liquidity on a domestic scale, there is little 

more than speculation as to how they will affect, or if they will 

affect, an international market of this size. Finally, with the 

introduction of medium term loans there has been an increased number 

of loan agreement clauses providing for renegotiation every few months 

of the rate at which the funds were extended. These renegotiations 

offer the lender a protective device against upward movements of 

interest rates. It also acts as a protective device for the borrower 

when rates fall. 

Banks also use Eurocurrency credits to finance foreign trade 

operations. Since the banks' total credit base is increased by Eurocur

rency deposits, they are able to increase lending in both domestic and 
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foreign currency. This also provides a greater ability to meet 

customers' foreign currency needs. The customer, who previously was 

required to make payment in foreign currency and had found it nearly 

impossible to gain credit abroad and too costly to buy forward, now 

can borrow foreign funds in Eurocurrency form directly from a domestic 

commercial bank. Another operational advantage granted banks through 

their access to the Eurocurrency market is that they are able to 

balance their foreign exchange commitments more efficiently than by 

conventional borrowing. This enables them· to avoid buying currency 

when the exchange market is against them. 

The further expansion of the Eurocurrency market over recent years 

has done more than just offer an efficient lending instrument to 

commercial banks; it also has increased the volume of funds available 

for different arbitrage purposes. In past years the lack of substan

tial funds available for these purposes has allowed large di~crepancies 

to arise between forward rates and their interest parities. These 

funds were at a minimum since foreign exchange departments were 

allocated only a small amount of working capital for arbitrage purposes, 

and increased allotments come only with a very high bookkeeping 

interest rate on the amount. The availability of Eurocurrency deposits 

thus has had the tendency to reduce interest rate differentials by 

increasing the market's ability to conduct arbitrage among them, 

through the Eurocurrency market. 



Traditional interest arbitrage occurs whenever a holder of 

currency deposits converts them into Eurocurrency deposits, or the 

reverse, in order to take advantage of a rate difference. There are 

other types of arbitrage which have risen in importance since the 

expansion of Eurocurrency. Short-borrow/medium-lend, discussed 

earlier, is considered a time arbitrage. Whether it is carried out 

in one· currency or between several, its basic justification still rests 

on the fact that short maturity rates are lower than long maturity 

rates. Thus, if funds can be borrowed and reborrowed at short 

maturities and lent on one long maturity loan, a profit can be realized. 

Another typ.e of arbitrage worth mentioning is space arbitrage, which 

involves taking advantage of the discrepancies between various 

markets' quoted rates for a certain Eurocurrency. This type of 

discrepancy exists because Eurocurrency rates are occasionally affected 

by local factors in vard:ous markets. 

Eurocurrency deposits also serve as an excellent bridge between 

the first and second categories of demand, banks and non-banks. They 

help meet the domestic liquidity needs of banks, aiding them in 

meeting the demands placed upon them by non-banks. Originally, 

Eurocurrency deposits were used almost exclusively for financing 

foreign trade. Later, they were found to be more and more useful in 

indirectly meeting demands for domestic currency by acting as part of 

the banks' credit base. Eurocurrency may also serve only for window

dressing purposes, when it is periodically borrowed by banks for a 
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short length of time to generate large reserves, only for appearance's 

sake. This permits the ability to gain additional liquidity at year

end to give strength to financial statements without disrupting other 

investments. 

The second category of demands consists of those placed on the 

market by non-bank institutions. Governmental borrowing of Eurocur

rency has been of little magnitude. In the cases where it has 

occurred, specific reasons haveoalways been quite clear. For.~ 

instance, the United Kingdom local authorities, among the more con

sistent governmental borrowers, employ the market for interest arbitrage 

purposes. After they borrow Eurodollar deposits, swaps are made for 

sterling thereby generating the same results as short-term domestic 

loans. This type of operation can be recognized as arbitrage between 

Eurodollars and the domestic money market. 

Another non-bank institution which generates heavy demand for 

Eurocurrency is the business enterprise. Whether acting in an 

importing-exporting capacity, or in a far more internationally developed 

form such as a multinational corporation, the business enterprise still 

has Eurocurrency available for financing purposes. It uses Eurocur

rency to finance both foreign trade and domestic business, the later 

use having grown rapidly in importance in recent years. Since the 

beginning of international trade, there always has existed the problem 

of currency acceptance, since the seller of a commodity wanted payment 

in his local currency and the buyer had the inconvenience and cost of 
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complying. In the past, unless the buyer was willing to buy and hold 

spot exchange (with its attendant risks), he depended upon the ability 

to obtain currency credit abroad, which was often difficult, or the 

ability to buy forward currency for a particular date, which was often 

expensive. However, the e~pansion of the Eurocurrency market provides 

a thi~d means. The borrowing of Eurocurrency enables firms to make 

payment in those currencies and thus postpone covering requirements 

until exchange rates have adjusted more to their liking. 

Several factors may entice an enterprise to follow the 

Eurocurrency path of financing. The primary factor is the presence 

of a sizeable interest differential between Eurocurrency loan and direct 

currency credits of similar denomination and risk. Even though firms 

of immense size and of multinational stature cannot obtain Eurocurrency 

loans at market rates (they have to pay, in normal conditions, anywhere 

from 1/2 percent to 2 percent more than deposit rates) they still are 

able o~en to borrow at favorable rates compared with those on direct 

foreign credits. This is true in English and American currency, and 

possibly to a greater extent in other currencies. Many experts feel 

that this aspect of the Eurocurrency markets, made feasible by Euro

banks' acceptance of smaller margins between deposit and lending rates 

than is customary in domestic markets, has acted as one spark which 

induced the rapid expansion of the market over the last few yea.rs. 

A second factor, crucial in generating business demand for 

Eurocurrency, has been the commercial bank's inability or unwillin~ness 



to make available the volume of credit sought for foreign lending. 

For example, U.S. commercial banks have been limited in their freedom 

to make foreign loans by the imposition of the United States credit 

restraint programs. Foreign firms and U.S. subsidiaries had previously 

used U.S. credit abroad for reserves and operations. With restraints 

in force, they may be forced into the Euromarkets even when the U.S. 

is in an easy money situation with no shortage of credit and low 

interest rates. As a result, the interest differential between Euro-

dollars and national interest rates has lost some of its importance 

in governing the demand for Eurodollars by firms operating abroad. 

A third factor increasing the demands upon the Euromarkets is the 

availability of domestic credit to domestic firms--or the lack of it. 

When domestic industry finds it hard to obtain credit due to a tight 

monetary policy, it may turn to other sources, including the Euromarket. 

Firms have found it advantageous in times of tight money to locate and 

obtain currency in their local denomination in the Euromarket abroad. 

Another similar operation is the increased domestic usage of foreign 

currency by firms. While in the past all domestic business was con-

ducted in domestic currency, it now is desirable and possible in.some 

cases to buy and sell with a foreign currency, when that currency is 

is acceptable to both parties involved. The currency used most 

frequently for such operations has been the Eurodollar. Such actions 

have raised the question whether national monetary policies may not be 

irreparably eroded by this escape mechanism. That some such erosion 

has occurred is beyond question. 
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Estimated size of the Eurocurrency market.--Measuring the size 

of the Eurocurrency market is a complicated task. The data most 

needed for measuring the market are those involving the foreign cur

rency positions of banks vis-a-vis non-residents. In addition to the 

difficulty of gathering these data from diverse banks throughout the 

world, a number of conceptual problems arise. In the first place, 

prior to the establishnient of the market, commercial banks always had 

maintained some mutual foreign currency accounts with correspondents 

in other countries in the normal course of economic activity. The 

extent to which the market is composed of these balances is not 

known; it is clear, however, that banks may have foreign currency 

assets and liabilities that are not connected with their Eurocurrency 

activities. Secondly, due to the intermediary position frequently 

taken by banks, there is the problem of double counting. When banks 

redeposit funds over and over, there is a need for adjustment of 

statistics. Finally, adding to these inadequacies, there is a com

plete lack of data reflecting Eurocurrency transactions between a 

commercial bank and residents of the country in which the bank operates. 

In the absence of any definitive statistics, the annual reports 

prepared by the Bank for International Settlements give, probably, the 

best measure of the size of the Eurocurrency market, including specific 

statistics on the Eurodollar market. The BIS gathers and compiles 

asset and liability figures in such a way as to indicate the. role of 

the sources of the foreign currencies, which are, for the most part, 

bank liabilities, and the uses dfi the foreign currency, which are 

bank assets. 
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Table 4 presents.the latest BIS estimate of the Eurocurrency 

market, stressing the origins and destinations of Eurocurrency flows. 

It attempts to correct the inadequacies and dietortions stated above, 

depending however, to a large extent on estimates. Considered in the 

formulation of Table 4 were: (1) the downward adjustments of trans

actions vis-a-vis the United States, which were separate from Euro

currency activities; (2) the double counting which arises when funds 

pass through more than one reporting bank on their way from original 

suppliers to final user; (3) the banks' positions vis-a-vis domestic 

non-bank residents; and finally, (4) on the sources side, the Euroeur

rency funds supplied by the banks themselves by switching out of dom

estic currency; and, on the uses side, the Eurocurrency fUnds employed 

by the banks for switching into domestic currency. 

The estimated size of the Eurocurrency market as of December 1971 

was $71 billion. This was a 26 percent increase over th~ previous 

year's estimate of $57 billion and representative of the rapid expan

sion over the last decade. ·These estimates, comparing the "inside" 

or European reporting area with the United States and the rest of the 

world, makes it possible to determine geographic movements of funds 

and fluctuations in these movements. It can be seen that a shift in 

the structure of the Market has been taking place during the three 

year period shown. Initially, the United States was clearly a net 

user of funds, to the extent of $16.8 billion in 1969, or 38 percent 

of the total market. On the other hand, the United States that year 

supplied only $4.1 billion, or 9 percent of the market. By the end 
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Table 4.--Estimated Eurocurrency market size 

(billions of U.S. dollars) 

1970 1971 

Sources: 

Outside area 1/: 
United State&---------------------: 4.1 4.5 6.1 
Rest of world---------------------: 17.6 24.o 31.5 

~~-'-~~~-...,,-'--'--'~~---=.;:...:...:'::-

Tot al - - - - - - - - - - - - - - - - - - - - - - - - - - - : __ 2_1_ . ....:..7 ___ 2_8 ...... 5~-----"'3..:...7_. 6_ 

Inside area±:._/: 
Banks-----------------------------: 10.7 15.0 18.2 
Non-banks-------------------------: _g/_1 __ 1_._6__.: ?J=--_1..,..3 ...... 5'--_ _.U=--_l..._5_. 2,_ 

Total---------------------------: 22.3 28.5 33.4 
~~~-'---~~~---'-~~--~--'~ 

Grand total---------------------: 44.o 57.0 71.0 

Uses: 

Outside areal./: 
United States---------------------: 
Rest of world---------------------: 

~~..,,,.---=--~~---~~--~-----~ 

Total---------------------------: 
~--~-------=-~--~----....;:.,,:~ 

Inside area 1f: 
Banks-----------------------------: 
Non-oanks-------------------------: 

~~~----~-r---~~-----"--.,,.. 

Total---------------------------: 
~~--~~~-----~~~----''--

Grand total---------------------: ============================= 
!:_/ ThE BIS reporting area consists of eight countries: Belgium, 

France, Germany, I~aly, ~he Netherlands, Sweden, Switzerland, and 
the United Kingdom. 

5.J Including t~ustee funds to the extent that they are trans
mitted by the Swiss banks to the other banks within the reporting 
area and to the extent ~hey are not reported as liabilities vis-a
vis non-banks outside the reporting area by the Swiss banks them
selves. 

Source: Bank for International Settlements, Annual Report, Basle, 
June, 1972, page 155. 
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of 1971, due to the large backflow of f'unds to the market in response 

to domestic monetary ease in the United States, the United States be-

came much more balanced in the "source" and "use" columns ($6.1 billion 

vs $8.3 billion). Aithough the 1971 column shows that the European 

reporting area is almost in balance, this is not indir·ative of the 

individual countries in this area since the United Kingdom, Germany, 

and Belgium are very large net users while Switzerland is F large net 

supplier. 

Eurodollars.--The Eurodollar, the first Eurocurrenc to n~v~lop, 

has always had the largest individual market in the Eurosystem. 1/ 

The dollar component of the system rose to $54 billion in 1971, thus 

representing 76 percent of all Eurocurrencies outstanding. The market 

is not geographically located in any one area, although its major 

financial centers have tended to locate in large European cities such 

as London, Paris, Geneva, and Frankfurt. London, already possessing 

highly developed money and foreign exchange markets, ~s the only mar-

ket in which large Eurodollar transaction~ can be made at any time in 

bQth directions. 

Early major stimuli to Eurodollar market growth were the United 

States balance-of-payments deficit and Federal Reserve Regulation Q. 

The balance-of-payments deficit made available to the world a large 

quantity of U.S. dollars. These dollars--to the significant extent 

to which they did not move into official reserves--created an excellent 

lf Otper significant eurocurrencies are Sterling, DM, French and 
Swiss Francs, and Dutch Guilders. Of these, Eurost~rli~~ is ttP 
most important. 
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base for the development of the market. Regulation Q prohibits the 

payment of interest on bank deposits of less than 30 days and sets 

maximum permissible rates of interest that can be paid on time and 

savings deposits in the United States. It thus prohibits U.S. time 

deposit rates (including CD rates) from responding to demand and 

supply after the maximum ceiling point has been reached. Since inves

tors have been limited in interest compensation by a fixed ceiling, 

they have tended to look for more attractive markets to invest in, 

and the Eurodollar market was a result. In October of 1962, in an 

attempt to reduce the flow of funds from U.S. banks to the Eurodollar 

market,, there was a partial relaxation of Regulation Q. Time deposits 

made by foreign governments and certain international financial insti

tutions were made exempt from the interest ceiling. Although Euro

dollar rates have their ups and downs, they generally remain substan

tially higher than any domestic rates offered. Hence, the incentive 

for U.S. residents to move dollar funds into the Eurodollar market 

has persisted almost without interruption. 

Whereas most transactions denominated in other currencies can be 

explained by risk and return factors, or by specific inadequacies in 

domestic money markets, the overwhelming acceptance of the Eurodollar 

is traceable in large part to its use as a vehicle currency, a currency 

used in financial transactions between countries which are foreign to 

it. Theoretically, any convertible currency can assume this role, but 

widespread acceptance depends on several characteristics which presently 

make Eurodollars the most satisfactory. The first characteristic is 
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that the supply of a vehicle currency must be large enough to meet 

both domestic demands as well as vehicle currency demands. Second, 

the costs associated with the vehicle use of a currency will be low 

enough and sufficiently stable only in the case where that country's 

money market is large enough to handle erratic demand movements with

out undue disturbance of·domestic monetary conditions. Instability in 

demand could be fatal to an economy of a small nation, with a small 

money market that might be unable to absorb the change. 

One final aspect exclusive to Eurodollars is the ability of their 

rates to affect other Eurocurrency rates. Because of their relatively 

small size, other Eurocurrency markets tend to have rates which are 

largely determined by their own forward rates plus the Eurodollar rate. 

More specifically, most Eurocurrencies' rates are calculated by adding 

(or subtracting) the currencies' forward discount (or premium) to (or 

from) the Eurodollar rate. This, in fact, can l.ead to Euro.curnency 

rates moving in the opposite direction from that of national interest 

rates, which is visible evidence of the Eurodollar market's "integrator" 

function. 

The Growth of Multinational Banking 

The progressive integration of the world's major money and capi

tal markets during the past decade or so ma.y be interpreted as an econ

omic phenomenon. It has its insititutional counterpart in the rapid 

expansion not only of multinational business, which has been a major 

force in the stimulation of truly "interna~·ional" finance, but also of 
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multinational banking. The focus here is on multinational commercial 

banking, but it should be borne in mind that the investment banking 

field, too, has undergone a similar development. Merchant banking, a 

kind of cross between the two types of banking enterprise in which the 

British excel, always has been a largely international business. Per

haps "multinational" before their time, the merchant bankers have 

reaped great benefit from the fast growth of international business 

around them. The simultaneous, parallel growth of both business and 

financial firms into international "space" has important symbiotic 

elements, of course. The one serves the other. 

The overseas movement of U.S. banks and U.S. firms, both of which 

proceeded at a pace that quickened notably in the second half of the 

1960's, exemplify this symbiosis best. A key reason for the widening 

of the international branch networks of the major U.S. banks has been 

to serve the banking needs of similarly expanding U.S. business firms, 

especially those in the manufacturing sector. 

As recently as 1960, overseas branching was not a predominant 

characteristic of the international business conducted by most of even 

the largest U.S. banks. At that time, only two large banks--the Bank 

of America and the First National City Bank.of New York--had decisively 

moved in the direction of setting up foreign branch coverage that could 

accurately be called "networks." Other banks had foreign branches-

sometimes multiple ones--but their structure of branch operations did 

not yet reflect a commitment to use branch operations as the principal 

path of international expansion. Most banks, even those with enviable 
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reputations in internati.onal banking, still preferred to develop their 

foreign business through widespread correspondent banking that had been 

developed in a time when most international banking activity was con

cerne~ with financing foreign trade of the traditional, arm's-length 

variety. Through correspondents, a bank could process collections, 

letters of credit, and a certain amount of foreign loan activity with 

reasonable efficiency. 

Two developments changed the background to international banking 

during the 1960's, however. The first was the increasingly sophisti

cated development of international business itself. This generated 

new corporate financial needs which were not best serviced through the 

correspondent banking system. Companies with coor~inated international 

financia.J. operations needed similarly coordinated banking support. At 

the same time, multinational business bred a new generation of corpor

ate treasurers who are well informed about international banking. 

They began to see traditional international banking procedures as 

unnecessarily time-consuming and costly. They balked at transfer delays. 

Knowing that a customer--possibly their own affiliate--had paid a debt 

with "good funds" in London last night, they wanted "good funds" 

credited to their account in New York tomorrow--not next week--and they 

did not care to see these balances eroded away in transit by "banking" 

charges that could aggregate to a sizeable amount relative to a trans

action's value. As a result, pressure was put on the banks to stream

line their operations. In fairness, it.should also be noted that many 

innovative bankers helped push this process along, often providing the 

spark which alerted company officials to the possibilities of cutting 



509 

the costs of international financial transactions. 

The second development that altered the international banking 

climate was the growth of the Eurocurrency market itself. The only 

way for a bank to obtain a proper piece of that action was to be 

there. Moreover, as the events of 1969 showed, the ability to use 

foreign branches as a sou~ce of dollar :f'unds when monetary cond~tions 

were stringent in the United States led to demonstrable advantages, 

and set off a boom in branching activity. 

These two developments went together. Neither one was primarily 

causal in the sudden growth of multinational branching by U.S. banks. 

In fact, the rapid speedup of the branching process itself led to new 

kinds of business and new developments, so that the entire process of 

increasing multinationalism on all fronts fed upon itself. In Europe, 

for example, the U.S. banks were practically the only ones which have 

had a branch "presence" in nearly all the important countries. As a 

result of this, they found it much easier than did local banks to move 

money around the continent to where the needs--and banking profits-

were. Thus, when money was tight in Germany and loan rates were high, 

the Frankfurt branch of Bank A could arrange with its Brussels sister 

to loan dollars to a German customer direct~ Bigger German banks, 

without Brussels branches, could not match this service. 

The result of all these developments has been a vast increase in 

the number and financial resources df U.S. banks' foreign branches-

along with a wholesale shift in .American bankers' outlook, towards 

using branching as the principal device for expansion of their foreign 
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business. Banks joined the other MNCs as heavy direct investors 

abroad. Data showing the development of foreign branch banking be

tween 1966 and 1970 indicate that the number of branches of U.S. 

banks .abroad more than doubled over the period, from 244 to 536 (Table 

5). At the same time, total assets/liabilities of the branches, world

wide, more than quadrupled, from $12.4 billion to $52.6 billion. In 

1970, three quarters of the total asset figure was accounted for by 

branches in Europe. Also notable was a substantial expansion of 

branch activity in the Bahamas, which is close to the U.S. geographic

ally, close to Europe technologically and institutionally, and has a 

minimum of regulations and restrictions. 

Some $36.5 billion, or nearly 90 percent, of the foreign branches' 

total deposit liabilities in 1970 took the form of time deposits, the 

form in which Eurocurrencies normally are held. This testifies to the 

heavy activity of the branches in the Eurocurrency markets, ·especially 

the Eurodollar market. Time deposit liabilities accounted for nearly 

70 percent of the total liabilities of the branches of U.S. banks in 

1970, and about 80 percent of these were held in U.S. banks' European 

branches. 

There are some important differences between the asset and liabil

ity structures of U.S. branch banks overseas and those of commercial 

banks generally in the United States. These differences are attribu

table mainly to the heavy activity of the branches as intermediaries 

in the Eurodollar market. In general, such activity leads to heavy re

liance on time deposits relative to other deposit liabilities, strong 



Table 5.--A profile of U.S. Banks' expansion abroad, 1966-1970 
~ 51-1 

(amounts _in millions of dollars) 

Total number of branches: : 
1966----------------------: 
1970----------------------: 

Total assets/liabilities: 
1966----------------------: 
1970----------------------: 

Of which cash: : 
1966----------------------: 
1970----------------------: 

Loans: 
1966----------------------: 
1970----------------------: 

Amounts due from head 
offices 2/: : 

1966------=-------------~--: 
1970----------------------: 

·Demand deposit liabilities: : 
1966----------------------: 
1970---------------------- :, 

Time deposit liabilities: 
1966----------~----------: 
1970----------------------: 

Amounts due to head 
offices.2/: : 

1966------=----------------: 
1970----------------------: 

Total 

244 
536 

12,384 
52,611 

1,732 
13,625 

4,951 
20,414 

4,951 
8,565 

2,669 
4,931 

7,411 
36,548 

607 
l,745 

United 
Kingdom Y 

22 
44 

6,445 
29,668 

1,057 
8,934 

2,169 
11,340 

2,613 
5,653 

895 
l,816 

4,832 
23,568 

55 
l,194 

1/ Including Ireland. 
""ff.! Includes amounts due to/from other branches. 

Other 
Europe 

26 
72 

2,022 
9,496 

318 
2,826 

753 
2,604 

360 
1,145 

589 
1,082 

976 
5,976 

47 
35 

Bahamas 

NA 
61 

NA 
4,421 

NA 
1,306 

NA 
2,217 

NA 
422 

NA 
115 

NA 
3,779 

NA 
92 

Source: Federal Reserve Board, as reported in Journal of Commerce. 

Latin . Far 
America · East 

102 
223 

1,052 
2,055 

173 
265 

576 
1,129 

85 
38 

437 
684 

342 
438 

92 
78 

57 
79 

1,808 
4,423 

NA 
157 

845 
2,152 

395 
437 

402 
769 

717 
1,276 

259 
178 

Rest 
of 

World. 

37 
57 

1,057 
2,548 

184 
137 

608 
972 

1,498 
870 

346 
465 

544 
1,511 

154 
168 
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cash positions, and weak loan positions, as Eurodollars may be lent 

in the interbank market ·Simply as placements Of deposits With other 

banks. Whereas the branches as a group show time deposit liabilities 

as nearly 90 percent of their total deposits, the comparable figure 

for commercial banks in the United States is only 48 percent (1970 

figures). Similarly, the branches in 1970 held 33 percent of their 

assets in the form of cash; the comparable figure for U.S. domestic 

commercial banks was only 19 percent. About 55 percent of the branches' 

total assets appeared in their loan accounts, a proportion not much 

different from the 54 percent reported for domestic banks. However, 

a large proportion of these luans was "captive" in the form of loans 

to head offices in the United States. Excluding these, the proportion:: 

for the branches of loans to total assets drops to under 40 percent. 

In addition to the ordinary elements of commercial banking, the 

U.S. banks operating overseas have engaged in an immense variety of 

new services and activities. As the expansion of multinational busi-

ness proceeded, often on the part of nonbank firms with little prior 

exposure to international b~siness or foreign investment, the banks 

began to offer their services as consultants, investment counselors, 

and promoters in general, particularly to advise multinational corpor-

ations on the techniques of International Money Management (IMM). 

Taking advantage of relaxed banking laws in some countries and 

the Edge Act in the United States !f the banks have become involved in 

1/ The Edge Act permits U.S. commercial banks to establish domestic sub
sidiaries strictly to conduct international business, with considerable 
relaxation of restrictions on the kinds of activity in which they can en
gage~ Edge Act subsidiaries have proliferated in recent yea.rs, although 
the enabling legislation has been on the books for many decades. 



5:13 

many species of inyestment banking operations, including both medium

and long-term financing of capital projects. They have led in the 

development of leasing techniques abroad. Finally, the U.S. banks 

operating abroad have become major purveyors to customers of economic, 

financial, and credit information--intelligence organizations of some 

skill. 

Foreign bankers have responded competitively. Including branches, 

representative offices, subsidiaries and shareholdings in foreign banks, 

the U.S. banks have a presence in an estimated 2,000 foreign banking 

offices of one sort or another. British bankers, with the legacy of 

their own. banking system's strong international position, have a simi

lar presence in around 5,000 places. Elsewhere, foreign banking tradi

tions, especially in Europe, put a strong brake on multinational bran

ching or mergers. But tie-ups of various sorts among foreign banks 

have begun to increase in recent years. They range across the spectrum 

f'rom gentlemen's agreements on "close cooperation," to the establish

ment of new multinationally-owned banks which--notably indeed in light 

of the development of the Eurocurrency and Eurobond markets as hall

marks of international financial integration--are strongly oriented to 

medium- and long-term financing as well as investment banking, plus 

services specifically geared to the requirements of multinational 

enterprises. 

Table 6 is a partial listing of 18 of the more important, truly 

"multinational" banks--i.e., banks with ownership by persons of more 

than one nationality. All are creations of other banks in different 
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Table·6.--A listing of 18 banks with multinational ownership 

1. Midland and International Banks Ltd. 

Founded---------~--------------------- 1964 
Headquarters-------------------------- London 
Participating nationalities----------- British, Canadian, Australian 

2. Ameribas Holding S.A. 

Founded------------------------------- 1966 
Headquarters------..:------------------- Luxembourg 
Participating nationalities----------- American, French 

3. Societe Financiere Europeene S.A. 

Founded------------------------------- 1967 
Headquarters-------------------------- Paris 
Participating nationalities----------- American, British, German, 

French, Italian, Dutch 

4. International Commercial Bank Ltd. 

Founded------------------------------- 1967 
Headquarters-------------------------- London 
Participating nationalities----------- American, British, German 

5. Compagnie Internationale de Credit a 
Moyen Terme S.A. 

Founded------------------------------- 1967 
Headquarters-------------------------- Lausanne 
Participating natienalities----------- American, British, German 

French, Belgian, Italian, 
SWiss, Luxembourgeoise, 
Swedish, Norwegian 

6. Banque Europeene de Credit a Moyen Terme 

Founded-------------------------~---~ 1967 
Headquarters-------------------------- Brussels 
Participating nationalities----------- British, German, French, 

Italian, Belgian, Dutch 

7. Manufacturers Hanover Bank 

Founded------------------------------- 1968 
Headquarters-------------------------- London 
Participating nationalities----------- American, British, Italian 
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Table 6.--Listing of multinational banks {cont.) 

8. European-American Banking Corporation 

Founded------------------------------- 1968 
Headquarters-------------------------- New York 
Participating nationalities----------- British, German, French, 

Belgian, Dutch 

9. Partnership Pacific Ltd. 

Founded------------~------------------ 1969 
Headquarters-------------------------- Sydney 

. Participating nationalities----------- American, Australian, Japanese 

10. Union Internationale de Financement et 
de Participation 

Founded------------------------------ 1969 
Headquarters-------------------------- Paris 
Participating nationalities----------- American, British, German, 

French, Italian, Belgian, 
Swiss, Canadian 

11. Atlantic International Bank Ltd. 

Founded------------------------------- 1969 
Headquarters-------------------------- London 
Participating nationalities----------- American, British, French, 

Italian, Dutch 

12. Rothschild Intercontinental Bank Ltd. 

Founded------------------------------- 1969 
Headquarters-------------------------- London 
Participating nationalities----------- American, British, Belgian, 

French, Dutch, Swiss, 
Japanese 

13. London Mul tinationaJ. Bank 

Founded------------------------------- 1970 
Headquarters-------------------------- London 
Participating nationalities----------- American, British, Canadian 

14. United International Bank 

Founded------------------------------- 1970 
Headquarters-------------------------- London 
Participating nationalities----------- American, British, German, 

French, ·Italian, Dutch, 
Canadian 



516 

Table 6.--Listing of multinational banks (cont.) 

15. Orion Bank Ltd., Orion Multinational 
Services Ltd., Orion Termbank Ltd. 

Founded---------------------------------- 1970 
Headquarters----------------------------- London 
Participating nationalities-------------- American, British, German, 

Italian, Canadian, Japanese 

16. European Banks International Co. 

Founded------------~--------------------- 1970 
Headquarters----------------------------- Brussels 
Participating nationalities-------------- British, Germ.an, Belgian, 

French, Dutch, Austrian 

17. Euro-Pacific Finance Corporation 

Founded---------------------------------- 1970 
Headquarters----------------------------- Melbourne 
Participating nationalities-------------- American, British, German, 

Belgian, Dutch, Australian, 
Japanese 

18. Centrofin 

Founded---------------------------------- 1971 
Headquarters----------------------------- Vienna 
Participating nationalities---------'~---- British, French, Italian, 

Japanese,'Spanish, 
Austrian, Polish 

Source: K. Saito, "Internationalization of Banking," Fuji Bank Bulletin, 
October 1972, pp. 178-179. 
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countries . .Americans are represented in 13 of the 18 institutions 

listed. 

The MNCs' Financial Needs and IMM Practices 

So far in this chapter, the MNCs themselves--i.e., U.S. corpora

tions with direct investments abroad--have received scant mention so 

far as their activity in the international financial markets is con

cerned. The objective of the discussion so far. has been to establish 

and describe part of the framework within which the MNCs operate--and 

which they have themselves had a large hand in creating. As indicated, 

it comprises a steadily more integrated world of international finance, 

supported by a fast-expanding network of international--not to say 

multinational--banking institutions. The questions now at hand are, 

"What kinds of activities do the MNCs engage in, within this frame

work?" and, "Have they changed the framework itself?" 

The large multinational corporation is involved in a multitude of 

financial activities that transcend national boundaries and involve 

dealings in both long- and short-term funds. For purposes of exposi

tion, however, it is better to think in terms of a process -which begins 

with planning and ends with involved activity. This process begins 

with some form of strategic thinking on the part of management. It 

usually takes place at least once a year, and can vary from "budget" 

discussions to full-fledged planning of a very sophisticated sort. 

For any firm with international production facilities, one funda

mental decision--an operating decis~on with strong financial implica

tions--has to be made and held to for fairly long periods. That 
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decision concerns the firm 1 s locus of profit responsibility. Is final 

accountability to be placed with the manager or head of each local 

branch or subsidiary; with a regional headquarters; or with the corpor

ate headquarters in the United States? From a financial point of view, 

much hangs on this decision. On the one hand, if the firm decides to 

grant maximum autonomy to its local managers abroad, then it forecloses 

the possibility of centralized financial management in the interests of 

the corporation as a whole, except possibly for the most fundamental 

investment decisions. Obviously, if the local manager's performance 

is to stand or fall on his contribution to profitability, he will 

demand--and should get--nearly total control, indluding financial 

control, of his operation, lest his position become untenable. On 

t~e other hand, the corporation can maximize its control over its 

far-flung financial activities only if it centralizes profit respon

sibility, so that the performance of the corporate treasurer and his 

finance department is integrated into the overall profit performance 

of the firm as a worldwide whole. 

Many firms do not yet practice centralized control although the 

trend is in that direction--as any big bank's IMM consultant staff 

will quickly point out. Centralization is more or less a matter of 

corporate maturity and corporate size. Small firms with small head

quarters staffs and only a few direct investments usually will pre

fer to hire a good manager and let him go, with full profit respon

sibility. The same often is true of very rapidly expanding firms, 

on a path of fast overseas growth, which have not yet taken the time 
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to reorganize their corporate management structure sufficiently to 

provide for centralized control. 

A large, mature corporation, however, one with a fairly sizeable 

network of overseas branches and/or subsidiaries and with considerable 

international experience usually begins to think in terms of central

ized management. Its objective becomes the profitability of the organ

ization as a whole rather than the individual performances of overseas 

holdings engaged in unseemly and possibly unprofitable competition 

with each other. From this viewpoint, centralization becomes a sine 

qua non for efficient IMM. 

Assuming that the decision to centralize has been made, the pro

cess of corporate planning typically involves detailed inputs from the 

foreign subsidiaries, including sales forecasts, related production 

plans, and investment plans. In very large MNCs, these plans are co

ordinated and cleared by regional management staffs before being 

brought to the corporate headquarters in the United States. Finally, 

however, the process leads to detailed plans which are approved at 

headquarters and become the operating Bible for the firm over the 

course of the plan period--which usually has linked phases extending 

from the operating year (for which plans are most complete) out to 

three, five or ten year horizons. 

The financial aspects of the plans are complex, for a lar~e firm, 

with each subsidiary having an operating budget to which it is expected 

to conform. One of the primary targets of the firm as a whole concerns 

capital investment. Investment decisions are taken fairly far in ad

vance, whence they are built into operating goals. Decisions about 
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capital spending obviously are built into the planning process. If 

investment is to be financed out of internally-generated funds, it 

must be decided where these funds are to be generated within the over

all corporate structure, and whether the source is to be primarily depre

ciation charges, retained earnings, or some combination of the two. 

If retained earnings are involved, the profit remittance policies of 

the company clearly are affected. Decisions also must be made on 

how much capital is to be transferred from the parent organization, 

how much is to be borrowed in the parent country, and how much abroad. 

Guidelines are required for changing these decisions in the course of 

the plan period, should capital market conditions change, and systems 

must be set up to effect such changes. All of these, essentially, are 

questions about "cash flow" which, in the centrally-managed corporation, 

is planned, watched, and manipulated by the headquarters organization. 

In sum, the long-term planning of investment merges with the 

short-term management of cash flow in the ongoing financial life of 

the firm--and it is the job of the corporate treasurer's department to 

watch over it all. It is important to note, however--and this o~en 

is overlooked in discussions of IMM practices--that most modern cor

porations work against fixed plans covering all aspects of the busi

ness over a fairly long term. The plans are flexible, and they allow 

for much reaction to current developments, but they are there, and 

corporate management generally has a clear notion of where it wants 

to go. 

The financial sides of corporate operations are closely inter-



twined with the firm's banking relationships. Typically, a large 

corporation will have a "lead" bank, with which it maintains large 

balances, and on which it depends for a variety of financial services. 

It also will have accounts with one or more other banks--each vying. 

with the others and with the lead bank for a larger share of the firm's 

business--which gives the. firm some optional control over the institu

tions through which transactions will flow. Each of the firm's subsid

iaries will have similar banking relationships, and one of them is 

likely to be with a foreign branch of one or more of the firm's banks 

at home. It is obvious but of'ten forgotten that, except for some 

intracomp~ny transactions treated as offsetting bookkeeping entries, 

any transaction made by a firm or its subsidiaries is made through one 

or more banks • 

At one end of the financial spectrum, the firm borrows capital 

funds, to the extent that it has decided not to finance expansion out 

of internally-generated funds. There is a choice here, among three 

options: (1) to use the parent's domestic capital markets, thence 

transferring direct investment capital to desired locations abroad; 

(2) to use one or more of the local capital markets in which the exis

ting subsidiaries are based; or (3) to borrow in the international 

market, perhaps through a "finance subsidiary" created by the firm 

specifically to float such issues. The actual route ·:taken depends in 

the first instance on relative interest costs, net of any applicable 

truces and underwriting costs. It always makes sense to borrow in the 

cheapest market. However, other factors enter. Regulations, such as 
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capital controls at· home_, may put a physical limit on the amount of 

capital that can be transferred abroad to a given location. Local 

capital markets may be too narrow to support a large borrowing. The 

international market may be insisting on sweeteners such as convert

ible issues, or it may prefer DM issues over dollar issues, which 

brings up for decision the question of whether the firm wants to risk 

a long-term debt in a currency that the market thi~s is likely to 

appreciate. It is likely that, in the process of choosing from among 

these options, the firm will have coordinated closely with an invest

ment banking house that has wide international connections and that, 

if' an international issue is chosen as the path to follow, ultimately 

will put together a large, multinational underwriting consortium. 

Still another factor may be involved. The distinction between 

"long-term" and "short-term" is not nearly as sharp as described so 

far. Medium-term financing has risen considerably in popularity. This 

usually means bank financing, probably abroad, and often with funds 

related to the Eurocurrency markets. It may involve term loans, or a 

portfolio of notes spread around to a number of banks~ (and possibly 

other financial institutions). It could take the form of simple 

short-term financing that is rolled over and over until it has that 

long-term look. It represents another choice for the firm in its 

financial planning. Often, this kind of f'inancing is "privately 

placed" with little or no publicity. If so, observers cannot count 

it when they go about guessing how large the international financial 

markets really are. 
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Once a borrowing decision is made, the firm comes into possession 

of large amounts of f'unds which it must put somewhere until they are 

spent for their designated purposes. These now have become, from the 

firm's point of view, short-term or money market balances, and they 

thus merge with the other operating cash flows of the firm. What 

happens from now on essen~ially becomes the subject matter of I.MM. 

A distinction should be made here between "stocks" of funds and 

"flows" of funds. The "'stocks" are the balances under the command of 

the firm at any moment. The "flows" are compounded of the movements 

of these stocks as well as the patterns by which the stocks are in

creased or decreased in response to the firm.' s worldwide operations. 

For simplicity, ~he operational flow-generating mechanisms of 

the firm--i.e., payrolls, sales, payments for materials and components, 

interest flows, intracompany payments and all the rest--will be ignored 

temporarily in order to focus without distraction on what happens to 

the stocks which exist at any given moment. Since the stocks or bal

ances of the firm are likely to be quite sizeable, financial officers 

are highly unlikely to hold them in idle, non-interest-earning forms, 

except for the necessary demand deposits needed to support current 

operations, which have just been assumed for the moment to have 

fallen to zero. 

In deciding where to hold its balances, the firm has at least 

half a dozen money markets to choose from, as well as a much larger 

number of forms in which the balances can be held. Three factors 

will govern decisions about where the stocks will be allocated. First, 
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because the operations of the firm come first (it is not a bank, but 

a business), the mon·ey ought to be put where it is going to be needed 

for future use, i.e., for future flows. This may not be an especially 

important factor, because transfers between and among money markets 

have become both simple and fairly low in cost in the modern world. 

One real constraint, however, is the element of time--one cannot in-

vest one's balances for six months when he needs to spend them in 

three, except in the extraordinary case where he can earn more on the 

investment than it will cost him to borrow at short term to meet the 

three-month obligation. 1./ Second, relative interest rate levels on 

different kinds of instruments in different money markets will influ-

ence both the locations and the forms in which balances are held. 

Other things being equal, the firm clearly will go for the highest 

possible interest return on its balances,. 

Third, however, exchange risks intervene. The high-interest 

country may have a shaky exchange rate, which not only incheases t~e 

risk of a loss on moving the funds ultimately into a needed currency, 

but also increases the risk that, to defend its exchange rate, the 

country in question may offer inducements for short-term capital to 

flow in, while placing controls on letting capital flow out again. 

Conversely, the low-interest country may have an exceedingly strong 

!/ Exchange risks have a bearing here. If one expects soon to make 
a payment denominated in a presently weak currency, ·it makes sense to 
hold off on that payment as long as possible in order to take.advan
tage of any exchange depreciation that might occur. On the other hand, 
buying a strong currency now avoids having to pay more for it on the 
exchange markets later. 
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exchange rate, one so strong that a finance officer who knows the mar

kets will see clearly that "speculative" pressures are building up for 

a possible revaluation on which a profit might be made--a profit possibly 

bigger than the interest earnings foregone. 

In both these cases--liigh-interest-plus-weak-exchange-rate, as 

well as low-interest-plus-strong-exchange-rate--the final decision 

about where to place funds depends in the end on a weighing of risks 

against potential gains. It is subjective. Most corporate finance 

··officers "go with the market" which is the ostensibly safe thing to 

do, unless the market is wrong, which usually-is not the case. The 

more cour~geous but less numerous ones will follow their subjective 

instincts. 

Financial decisions sometimes are easy to make. Weak-currency 

countries with low interest rates repel funds, while strong-currency 

countries with high interest rates attract them, and objectives do 

not conflict. The latter situation applied to West Germany in 1970-

71. In retrospect, it seems hard to understand why anyone with 

available funds would not have placed them with the Germans in that 

period. 

One reason for ignoring operational flows for the moment in this 

analysis has been to make the obvious point that decisions about where 

to put stocks of funds lead automatically to flows which can be sig

nificant, even before one begins to consider the effects of flows gen

erated by the firm's day-to-day operations. The simplified analysis 

also serves to reveal the basic principles which govern the movements 
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of the firm's-funds: (i) the need to get funds to where they are 

needed, when they are needed; (2) considerations of interest returns 

available; and (3) foreign exchange market risks and opportunities. 

~hese principles do not disappear when operational flows are re

introduced into the analysis. They continue to function because they 

govern where the firm will be holding its balances at any given 

moment, this structure of balances being determined ultimately by all 

the flows which have taken place up to that moment. Thus, the discus

sion almost could end here, except that there are some important side 

issues to explore. 

The flows generated by the firm's operational activities--as op

posed to the flows produced by its IMM-oriented financial managers-

may not necessarily be oriented in directions dictated by IMM require

ments. IMM is overlaid upon these operational flows. In some cases, 

the firm is able to direct or redirect the flows as they occur--a 

customer can be asked to direct his payments to any of the firm's loca

tions, for example, provided that no additional costs for him are in~ 

curred. Similarly, all intr~company payments can be controlled as 

desired, with offsetting bookkeeping entries. In other cases, how

ever, when operational flows give rise to balances in one spot, IMM

indueed flows may well move these balances to other spots. The result 

is an increase in the overall rate of turnover of the firm's fund 

balances, so that the volume of transactions which passes through the 

national and international money markets is increased. 

At the same time, however, there are volume-minimizing forces at 



527 

work. One of the primary objectives of IMM--an objective which has 

little if anything to do with the balancing of interest rates against 

exchange risks--is the rationalization of the structure of cash flows 

in such a manner as to keep down its costs. This is accomplished in 

a variety of ways. 

Consider the firm which has no IMM procedures and no centralized 

finaricial control. The parent organization, with its domestic business, 

and the foreign subsidiaries--each operating with its own profits in 

view--all are at work, busily generating flows of funds into and out 

of national and international money markets, and across the foreign 

exchanges·. Some of these flows relate to dealings with outsiders, and 

some are internal to the firm--i.e., intracompany payments. These 

flows incur costs, in one or both of two ways. A movement of funds 

through a bank or across the exchanges incurs a charge, generally a 

small one, but a charge nevertheless, that, when aggregated with all 

the others, can mount over a period of time to substantial amounts for 

a large firm. These charges have nothing to do with interest rates 

or exchange rate movements; they simply are the costs of making trans

actions. Lower than in the past, they still remain generally higher 

than the costs of transactions in a single," domestic money market~ 

The second kind of costs involved is concerned with time. Transfers 

from one place to another, especially if they are not coordinated, take 

time. A payment ordered tod~y could take a week to reach its destin

ation as "good funds" in another country, depending on'the route it 

follows. Until these funds are "good"--i.e.·, until the firm can draw 
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on them--there is a dead loss compounded of both the cash flow that is 

unusable and the imputed interest cost of not having that money avail-

able as an interest-earning asset. 

IMM procedures can reduce these costs by eliminating duplicative 

transactions and by cutting down the time it takes to make them. The 

techniques available for doing this are legion. Intracompany payments 

are a prime target for rationalization. If detailed, frequent finan-

cial reports can be made to a headquarters from all the far-flung 

enterprises that it controls, duplicative and costly transfers within 

the company can be identified and eliminated by bookkeeping offsets 

and consolidation of payments. If foreign branch A is to make a pay-

ment to branch B, while branch Bowes money to branch C, then it is 

a simple matter to cut the transaction flow by having branch A remit 
. 

directly to branch C. In actual practice, of course, matters become 

a good deal more complex than this simple example, but the principle 

is unaltered. Techniques for reducing costly delays can be illustrated 

by the case of payments coming from outsiders such as customers. In 

the uncoordinated situation, cus\omers are making payments to the firm 

from all over, to all over, depending on what branch of the enterprise 

happened to sell the goods. These funds are "collected·;" in bankers' 

parlance, through many banks in many locations. In the coordinated 

situation, it is feasible in many of these transactions to ask the 

customer to remit his payment to a central address, whence the neces-

sary documents can be moved through a single bank and collected in an 

organized way. Time delays thus are cut significantly. 
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The use of IMM essentially as a cost-cutting, rationalization tool 

has been termed the "tactical" phase of International Money Management. 

On balance, it probably has a good effect on the international finan

cial system, contributing to its overall efficiency. On the other 

hand, the "strategic" use' of IMM, which embraces the movement of funds 

as dictated by relative interest rates and exchange risk factors, may 

not have such a good effect inasmuch as it could tend to magnify the 

flows and send them in directions that are destabilizing from the 

viewpoint. of the system as a whole. The estimation of these possible 

effects of "strategic" IMM will be considered in the next section of 

this chapter; in anticipation of that section, however, it is useful 

to examine some of the techniques that are available to the firm, 

acting as an MNC, for taking this kind of action. 

It can be taken for granted that the MNCs operate in the inter

national financial markets--the money markets, the capital markets, 

and the foreign exchange markets--with much the same techniques that 

all firms with international.business employ. In this sense, the MNC 

behaves no differently from the ordinary trader, for example, except 

that it probably has bigger balances to play with. Thus, it reacts 

to market developments in the same way as the "small fellow," but with 

greater speed and with a heavier quantitative impact on the system. 

It moves more money faster. 

In addition to these "normal" sorts of transaction techniques, 

however, the MNC (or a multinational bank), becau~e of _its unique 

presence in a number of countries on a continuing basis, has certain 



other powerfu~ options available. With its far-flung operations, it 

is continually generating payments into and out of different markets 

and currencies, building up debt, liquidating it, and granting credits. 

The range of its financial interests is large and, most important, a 

considerable part of this range of transactions is internal to the 

firm as a whole--or subject to some control through internal firm 

decisroons. 

"Leads and Lags" are a case in point. A non-MNC firm dealing with 

foreigners has some opportunity to play this game, but it is limited. 

He can delay his payments to a weak-currency country and speed his pay

ments to a strong-currency one for a time; but he cannot do so indef

inately unless he can find someone--with whom he must deal at arm's 

length--to lend him the necessary resources as his debts fall due. 

The MNC, on the other hand, can instruct its subsidiaries to go on 

leading and lagging in their intracom;pany payments for a very long 

time. When the subsidiary in the weak-currency country runs short, 

it can be told to borrow in its own domestic money market, which helps 

the firm as a whole to inflate its debt position in the weak currency, 

which is just what is wanted. Similarly, the strong-currency subsid

iary may shortly be swimming in funds, which it can pla~e in its 

local money market, thus building up the entire firm's assets in the 

strong currency, which also is to be coveted. 

Variations on the basic theme of altering the timing of intracom

pany payments can be used across the whole spectrum of a firm's dealings. 

Intrafirm trade payments a.re only part of the picture. Interest and 
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dividend remittances, royalties and fees, and even capital flows can 

be affected. Moreover, as the above description of "leads and lags" 

suggested, the manipulation of timing in intracompany transactions can 

affect the firm•ls net positions vis ... a-vis outsiders by changing the 

patterns of subsidiary b~rrowing and lending in different markets. 

Again, however, no mystery attaches to the reasons for such behavior.· 

They result from the decisions taken by the firm to minimize interest 

costs, maximize returns, and avoid exchange risk. These are the basic 

motivations behind the behavior of any person or entity with balances 

denominated in currencies other than his own. If the MNCs make a 

difference for the system, therefore, it is a difference of degree 

rather than kind. All the rest--the entir.e field of dazzling IMM 

techniques and rituals--turns out to be mere technical embellishment 

which increases the efficiency of the international financial system 

but does not alter its character. 

The Role of the MNCs in Generating Liquid Short-Term Capital 
Flows and International Monetary Crises 

Since 1967, the international monetary system has been subjected 

to a series of shocks that have threatened its foundations, called into 

question the utility of the Bretton Woods Agreements of 1944 on which 

it is based, and, finally, forced the abandonment of the parity of its 

lynchpin, the United States dollar. The only comparable period of 

such strain on the system within living memory was that of the hectic 

international monetary history of the 1920's and 1930's. Indeed, the 

threat of a return to the disordered conditions of those two decades--

and the fear of it--lend urgency and fire to the current debate about 
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just what is wrong with the present system. It should be clearly 

underlined, however, that despite the recurrence of severe interna
( 

tional financial crises in recent years (especially since 1967), the 

economic troubles which beset the major countries in the 1920's and 

1930's have been absent. Despite disruptions in the monetary sphere, 

world economic growth, world trade, and international investment have 

reached record levels. 

The tyPical '!crisis" 

The international monetary crises of recent years have been more 

alike than different. They have so many characteristics in common 

that it is an easy matter to describe the "typical" financial crisis, 

which begins with a balance of payments disequilibrium between one 

country with a relatively large deficit and one or more countries with 

large surpluses, the counterparts of that deficit. National policies 

are applied with greater or lesser enthusiasm in order to correct this 

disequilibrium. Generally, they are applied more severely in the 

deficit country than in the surplus ones, and sometimes the policies 

applied by the surplus countries turn out to be perverse, from the 

balance of payments point of view. That is, they find themselves, 

despite payments surpluses, in inflationary situations which they 

attempt to combat with tight money and high interest rates. These 

kinds of policies work to increase rather than decrease payments 

di sequili bria-

In any case, exchange rates begin to reflect the payments prob-

lems. The deficit country's rate becomes "weak" and_ the surplus 



countries' rates become "strong." Under a par value system of the 

Bretton Woods type, exchange rates are fixed within the short run; in 

practice, the monetary authorities of the developed countries have at

tempted to keep them fixed in the long run too. Central banks have 

bent every effort to defend existing rates. In this process, the 

deficit country must sell off its reserves, while the surplus countries 

accumulate them. 

In fairly short order, this pDocess has led to huge and heavily 

disequilibrating flows of liquid short-term capital. Funds move away 

from the weak currency and toward the strong ones. The deficit country 

loses its reserves at a rapid rate; the surplus countries gain them 

equally as fast. The deficits get bigger, and so do the surpluses. 

Soon, the question of the appropriateness of policies to rectify bal

ance of payments problems in the long run--or even the extended short 

run--becomes academic. Capital flows have depleted the deficit 

country's reserves and swelled the surplus countries' holdings to the 

point of unwelcomeness. 

The Accusation Against the MNCs 

Opponents of the MNCs argue that they play a crucial, destructive 

role in international monetary crises. The argument sometimes includes 

an accusation that they bear responsibility for at least part of the 

balance of payments problems that originally generate the crises, but 

this accusation is not central to the argument. Rather, the central 

point is that the MNCs are a source of the large flows of liquid short

term capital that are the proximate cause of the ·wreckage. Moreover, 

it is argued that these flows arise because the MNCs are predilected 



toward sustained, unstoppable "speculative" attacks upon exchange 

rates. Thus, it is held, speculators, with the MNCs in the van, can 

cause enough havoc within the system to produce the threat of devalu-

ation_s or revaluations of exchange rates even if underlying national 

economic po1icies are appropriate and severely enough applied to 

rectify the balance of payments disequilibria--if only the speculators 

would give them the necessary time, which they do not. 1/ 

The evidence 

An evaluation of the allegations made against the MNCs should in-

valve an analysis of flows of liquid, short-term capital as they show 

up in the balance of payments, isolating and measuring those flows 

that are attributable specifically to the MNCs. Unfortunately, this 

is not possible. Data for the flows attributable to the MNCs are not 

available. In this respect, central banks. and governments are tech-

nologically· inferior to the MNCs which, in their own operations, are 

able to gather, analyze, and act upon the information necessary to 

them. 

There is a useful alternative, however. This approach, the one 

taken in the following analysis, involves, first, an identification 

of all those kinds of institutions--banks and business firms--which 

have dealings in the international money markets, as opposed to 

1f Defenders of the MNCs are sensitive to these accusations and has
ten to deny them. See, for example, The Economist, Oct. 31, 1970, pp. 
54-55; Business Week, Sept. 25, 1971, pp. 82-107 (especially pp. 101-
102), and Newsweek, Nov. 20, 1972, pp. 96-104. For a statement of the 
problem that is not necessarily accusing in tone, see Foreign Trade, A 
Survey of Current Issues to Be Studied by the Subcommittee in Interna
tional Trade of the Committee on Finance, U.S. Senate, Washington, 
USGPO, May 14, 1971, p. 4. 
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strictly domestic ones. Once this identification is made, the next 

step is to add together, as accurately as possible, the total resources--

assets and liabilities vis-a-vis each other--which these institutions 

have at their command. Essentially, this procedure estimates the 

amounts of short-term funds that can flow in a crisis situation. If . --
the numbers turn out to be small, then it can be conclu~~d that these 

institutions' financial muscle is overrated by the critics. If they 

are large, then it can be concluded at least that the possibility of 

disequilibrating behavior becomes strong. All that is le~ to ask in 

the latter two cases is whether this behavior is speculative. That 

is, do the .MNCs speculate aggressively (by risking assets for finan-

cial gain), or do they merely react protectively, to guard their 

assets against possible loss in value due to an exchange rate change 

brought on by the underlying balance of payments disequilibrium? 

At least seven discrete types of institutions can be identified 

as significant participants in the international money markets. These 

are: 

1. United States commercial banks; 
2. United States "nonbanks"--i. e., nonbanking business enter

prises, including the parent firms of the MNCs; 
3. Foreign commercial banks, not including foreign branches of 

U.S. banks; 
4. Foreign goverll!llents, central banks, and international organ

izations; 
5, Foreign nonbanks, the counterpart of U.S. nonbanks in (2) 

above; 
6. Foreign affiliates of U.S. nonbanks--the MNCs' affiliates; 
7, Foreign branches of U.S. banks. 

Assets and liabilities of these groups should be included only to the 

extent that they are connected closely with the 'international markets, 
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either becauae of the nature of the institutions which hold them or 

because of the kinds of transactions from which they derive. Also, 

the balances measured should be defined as carefully as possible as 

those_ short-term, liquid items that could and would move across inter-

national boundaries in times of crisis. Thus, one should exclude 

reserve holdings of the principal central banks, even if they happen 

to be held as deposits in commercial banks, because it is highly un-

likely that the major central banks would engage in speculation with 

those assets; they probably would remain so loyal to their fraternity 

that even protective movements against a weak~currency central bank 

would not take place. 

The appropriate estimates for the seven sets of participants ap-

pear in Table 7, In accordance with the guidelines described above, 

the estimates for each have been made as follows: 

United States Banks--all short-term balances with all foreigners, 
excluding foreign central banks and including foreign·branches 
of the U.S. banks. Also included are small liabilities to non
monetary international institutions such as the IBRD and IADB. 

United States Nonbanks--short-term assets and liabilities with 
foreigners. 

Foreign Banks--external (i.e., non-domestic) foreign currency pos
itions of banks in eight European countries reporting to the BIS 
(Belgium-Luxembourg, France, Germany, Italy, Netherlands, Sweden, 
Switzerland, and the United Kingdom),.plus Canada and Japan. 
These figures have been modified in two major ways. First, the 
ten countries' banks' positions with U.S. banks were subtracted 
and replaced in the totals by figures showing assets and liabil
ities of U.S. banks against all foreign banks. This extends the 
coverage of the estimates. Secondly, on the assumption that most 
foreign branch activity of U.S. banks is concentrated in these 
ten countries, the worldwide asset and liability figures for U.S. 
bank branches were subtracted from the totals and shown in a sep
arate section of the table. 
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Table 7.--EstimateJ shor•-term asset and liability positions of principal 
institutions in International Money Markets, 1969-71 

(Billion of U.S. dollars) .. 
Holder"of assets 

or liabilities 

Denominated 
dollars 

in Denominated in 
foreign currencies Total 

United States banks 1/: 
1969--------------=---------------: 
1970-----------------------------: 
1971-----------------~-----------: 

United States nonbanks: 
1969-----------------------------: 
1970-----------------------------~ 
1971--------------------~--------: 

foreign banks 2/: 
1969---------=---------------------: 
1970-----------------------------: 
1971-----------------------------: 

foreign gover"nments, central 
banks, and international 
organizations 4/: 

1969--------------=----------------: 
1970-----------------------------: 
1971-----------------------------: 

Foreign nonbanks 5/: 
1969------------=------------------: 
1970-----------------------------: 
1971-----------------------------: 

Foreign affiliates of U.S. 
nonbanks 6/ 

1969---------=---------------------: 
1970-----------------------------: 
1971-----------------------------: 

Foreign branches of U.S. 
banks 8/ 

1969------=------------------------: 
1970-----------------------------: 
1971-----------------------------: 

Totals: 
1969-----------------------------: 
1970-----------------------------: 
1971-----------------------------: 

Assets :Liabilities: . . 

8.9 28.1 
10.1 21.8 
12.1 15.8 

3.5 I. 7 
3.6 2.2 
4.7 2.2 

y 64.9 y 52.3 
43.0 31. 7 
44.3 38.3 

4.9 NA 
10.0" NA 
10.7 NA 

7.3 6.2 
7.6 9.4 
6.8 : ll.4 

NA NA 
NA NA 
NA NA 

7/ 7/ 
-34.6 -36.l 

40.2 42.1 

89.5 88.3 
108.9 101. 2 
118.8 109.8 

Assets \iabi Ii ties: Assets . . 

0.5 0.2 9.4 
0.6 0.2 10.7 
0.9 0.2 13.0 

0.7 0.4 4.2 
0.6 0.5 4.2 
0.5 0.4 5.2 

y 10.7 'JI 10.6 y 75.6 
5.8 5.8 48.8 
8.4 8.2 52.7 

0.4 NA 5.3 
2.8 NA 12.8 
8.0 NA 18.7 

NA NA 7.3 
NA NA 7.6 
NA NA 6.8 

NA NA 59.9 
NA NA 80.6 
NA : NA 110.0 

7/ ?! 7/ 
-12.7 11.3 -47.3 

21. 2 19.4 61.4 

12.3 11. 2 161.7 
22.S 17.8 212.0 
39.0 28. 2 267.8 . . . . . . . . . . . . . 

\iabilities 

28.3-
22. 0 
16.0 

2 .1 
2.7 
2.6 

y 63.0 
37.5 
46.5 

NA 
NA 
NA 

6.2 
9.4 

11.4 

34.9 
46.9 
63.0 

7/ 
-47.4 

61.S 

134.5 
165.9 
201.0 

1/ Data are total foreign short-term assets and liabilities of U.S. banks as reported in U.S. 
sources, less claims on and liabilities to official monetary institutions. 

2/ Basically, these data are those reported to the BIS by banks in eight European countries (Belgium
Luxembourg, France, Germany, Italy, Netherlands, Sweden, Switzerland, and the United Kingdom), plus 
Canada and Japan. Figures from U.S. sources relating to foreign branches of U.S. banks have been 
subtracted from these figures and are shown separately to the table for 1970 and 1971. Also, the 
eight European countries' assets and liabilities vis-a-vis the·U.S. denominated in dollars were removed 
from the totals, and data from U.S. sources on total dollar claims and liabilities against foreigners 
were added. --

3/ Includes foreign branches of U.S. banks. 
4/ Data cover (1) identified official holdings oB Eurodollars, (2) unidentified holdings of 

Eurocurrencies plus residual sources of reserves--both as estimated by the IMF--plus (3) claims on 
U.S. banks of nonmonetary official institutions such as the IBRD and IADB. "N.A." = not available. 

5/ Available data cover U.S. and foreign banks' claims on and liabilities to all foreign nonbanks, 
including foreign branches/affiliates of U.S. nonbanks. To insure elimination of double-counting, 
since positions of the U.S.~affiliated firms are shown separately, the available data have been 
reduced by 50 percent--i.e. it is assumed that half of the assets and liabilities reported by U.S. 
and foreign banks against foreign nonbanks actually are liabilities and assets, respectively, of 
foreign affiliates of U.S. nonbanks. 

6/ Data are estimated current assets and liabilities of non-financial affiliates of U.S. firms. 
7/ Included under "foreign banks." 
Bl Figures are from U.S. sources citing total assets and liabilities of branches. Therefore, 

some long-term items are included. --

Sources: Federal Reserve Bulletin, Sept. 1972; U.S. Treasury Bulletin, Sept. 1972; Bank for 
International Settlements, Annual Report, 1971 and 1972; International Monetary Fund, Annual Report, 
1972; U.S. Commerce Department, Cffice of foreign Direct Investment, Foreign Affiliate Financial 
Survey, July 1971 and Foreign Direct Investment Program, Selected Statistics, July 1971; and data 
furnished by U.S. Department of Commerce, Bureau of Economic Analysis, Foreign Investment Division •. 
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Foreign Governments, etc.--These data are restricted to foreign 
official holdings in the Eurocurrency markets, plus small amounts 
of claims held by nonmonetary international institutions on U.S. 
banks. 

Foreign Nonbanks--seriously deficient in coverage, these figures 
include only U.S. and foreign banks' external claims and liabil
ities against nonbank firms outside the United States. The ori
ginal figures obtained include all foreign nonbanks, including 
foreign affiliates of U.S. firmS:-which are shown separately in 
the table and therefore should not be double-counted. In the 
absence of any hin~ of the share of U.S.-based affiliates in 
these totals, the totals were reduced by 50 percent in order to 
reduce the possibility of double-counting. 

Foreign Affiliates of U.S. Nonbanks--estimates of the current 
assets and current liabilities of all non-financial affiliates 
of U.S. firms. 

Foreign Branches of U.S. Banks--balance-sheet figures for total 
assets and liabilities of the branches. These data include some 
long-term, non-liquid items which should not be in the estimates, 
but this deficiency could not be removed. 

Table 7 contains some purposeful double-counting, in the following 

sense: As the table is constructed the assets of any one set of factors 

listed constitute the liabilities of all the others to it. The powers 

of debtors as well as creditors should be borne in mind. The decision 

to move a balance from one location to another depends not only on the 

motivations of the balance's owner--who clearly can shift a deposit, 

say, f'rom a bank in one country to a bank in another--but also upon 

those of the institution which owes the money; it can transfer its 

liability with equal facility. The thrust of the analysis is to iden-

tify the decision points and measure the resources that are available 

at each of them. 

There is absolutely no doubt that ~able 7 contains figures that 

should not be there, either because they are not to be considered vol-

atile or because they represent balances of an essentially domestic, 

\ 
\ 
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rather than international character. On the other hand, it fails also 

to account for large balances that should be included, such as the 

assets and liabilities of non-U.S. MNCs. On balance, there is an 

error in the overall estimates, in one direction or the other. How

ever, as the subseq_uent analysis will imply, substantial errors could 

be present in the estimates without necessitating any fundamental al

teration of the conclusions which are derived from them. 

The key figures in the table are the overall total asset and 

liability estimates in the lower right-hand corner. The·se measure the 

amounts of short-term funds that may have been capable of flowing with

in the s!stem at the end of each of the 3 years covered--$162 billion 

in 1969, $212 billion in 1970, and $268 billion in 1971 on the assets 

side; and $135 billion, $166 billion, and $201 billion respectively on 

the liabilities side~ 

These indeed are very large numbers. They should lay to rest any 

doubts that the seven sets of organizations involved are capable of 

generating flows that could disrupt normal payments relationships 

among countries and, in fact, help to generate international monetary 

crises. Consider the total assets estimated as available at the end 

of 1971--$268 billion. A movement of a mere 1 percent of these, or 

$2.7 billion, in response to exchange rate weakness or strength is 

q_uite sufficient to produce a first-class international financial 

crisis. 

The seven categories of institutions listed represent a diffuse 

group. All are heavily involved in the international financial system, 



but all are not MNCs under even a very broad definition. The role of 

the latter 1/ can be estimated by adding only the assets/liabilities 

of the U.S.-related groups: U.S. banks and their branches; plus U.S. 

nonbanks and their affiliates. In 1971, these four classes of insti-

tutions controlled $190 billion--or 71 percent--of the total assets 

of $268 billion shown for that year. Thus, the potential role--and 

almost certainly the active role--of the U.S.-based MNCs (including 

the multinational banks) is great. In fact, it dominates the syste~. 

A question hardly has to be asked respecting their capacity for 

disruptive movements of funds. Such a capacity exists. However, if 

one is willing to presume that at least some movements of fUnds take 

place for protective reasons, or alternatively, to admit that only a 

small fraction of the corporate treasurers and bank vice-presidents 

in the system tend to speculate, the~ one can give a clean bill of 

health to most of the MNCs on this question. The total estimates are 
. 

so large that only small fractions of the potential flow (or large 

flows generated by a very few firms) are fully capable of producing 

monetary crisis. In other words, there is a choice between two con-

clusions, neither one of which is especially damaging to the MNCs as 

a group. These are: 

(1) That the MNCs react protectively, making only marginal 
adjustments in their asset and liability_positions in 
the face of crisis. These adjustments add up to an 
enormous impact, but they do not redound unfavorably on 
the motivations of the MNCs; or 

1/ For the purposes of thl.s analysis only, the definition of "MNC" 
has been expanded to include U.S. banks and their foreign branches. 
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(2) That most MNCs hardly react at all, while a small minor
ity, capable of generating heavy, disruptive movements 
of fUnds do so. Some or all of these few firms may 
actually "speculate" in the sense that, more than simply 
taking steps to protect their assets in ti~es of monetary 
unease, they actively risk assets to gamble on the pro
fits that can be made from exchange rate changes. 

The estimates of Table 7, however, raise an even larger question. 

They give evidence of the size of the independent, largely uncontrolled 

monetary system that has sprung up within the comfortable old world of 

domestic systems, central banks that manage them (or try to), and 

stocks of international reserves used to hold things steady until bal-

ance of payments "adjustments" can. work themsel-!tes out, largely through 

the mechanism of international trade. Some comparisons are appropriate 

here. The $268 billion asset figure shown in the table for 1971 is: 

equal to nearly 60 percent of the U.S. money stock at the end 
of 1971, defined as currency, demand deposits, and time depos
its at commercial banks (excluding large CDs) ($465 billion); 

about equal to the combined stocks of money (currency and de
mand deposits) and quasi-money (time and savings deposits) of 
the United Kingdom, Germany, France, and Belgium together at 
the end of 1971 ($269 billion); 

more than three times as large as the total international re
serves of all the "industrial countries" (as defined by the 
IMF) at the end of 1971 ($88.5 billion); 

well over twice as large as total world reserves ($122 billion). 

The comparison with total world reserves is perhaps the most 

startling. During the long debate that raged over the 1960's about 

the adequacy of international liquidity--i.e., levels Qf officially-

held liquid reserves--and that culminated in the creation of Special Draw-

ing Rights (SDRs) as a new type of reserve asset, attention generally 

was focused on.the adequacy of reserves to finance the traditional 
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types of int~rnational business, chiefly trade. Little attention 

was given to the adequacy of reserves as· a we!';l.pon to counter:':movements 

of funds into and out of the international money market. Yet that 

market now commands resources which overshadow those of the central 

banks by a significant multiple. Because of this, a merely marginal 

shift in the location of asset holdings in the international money 

market--especially in a crisis situation where the shift is likely 

to be reflected in reserve movements--can produce a multiple effect 

on the location of international reserves. Consider a concrete 

example: In 1971, West Germany's reserves rose by $4.8 billion, of 

which $2.4 billion represented an underlying balance of payments sur

plus (on current and capital accounts). Assuming that the remaining 

$2.4 billion, essentially composed of flows of liquid, short-term 

capital, represented a shift in the locus of assets controlled by 

the international money market, this implies a movement of 1.1 per

cent of the total assets in the market at end-1970 ($212 billion). 

But it also implies a much larger relative shift--2.5 percent--in 

the locus of world reserves, cal.cul.ated on the basis of world re

serve holdings of $92.5 billion at the end of 1970. Actually, most 

of the shift was concentrated among a relatively few of the indus

trial countries. If the comparison were narrowed from a worl.d per

spective to include only those countries, the multiple effect clearly 

would be far larger. 

In sum, therefore, while it is not appropriate to judge that 

speculative behavior characterizes the international financial 



dealings of the great majority of MNCs, it is appropriate to stress 

that they have been a primary creative force in the growth of the 

international money and capital markets. This is the sense in which 

the MNCs indeed have altered the international realities around which 

policies of governments--and the international monetary "system" in 

general--are framed. Indeed, if the large amount of privately-held 

liquidity which now characterizes the international markets had not 

been generated as it was by the MNCs, then the last decade's upsurge 

in world economic growth, trade, and investment might have been more 

restricted in the absence of some cooperative international effort to 

act in the MNCs' place. 

The size of the international money·.~market which the MNCs have 

helped to create would not, by itself, necessarily represent an effec

tive change in the realities of international finance, were it not for 

the parallel and complementary development of new institutions--espe

cially the Eurocurrency markets--which give the market flexibility and 

an ability to generate almost instant flows of funds among national 

money markets. In an earlier.time, central banks and governments had 

more freedom to work out appropriate monetary policies because the 

institutions of international finance were sufficiently underdeveloped 

that national money markets remained partially isolated from one 

another. The development of a strong, flexible international money 

market has taken away that advantage, allowing the international fin

ancial community to focus its flows quickly and directly--a focus 

which, as the recent international monetary crises have shown, has 

caused serious problems for the world's central banks. 
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Conclusions 

Volatile, short-te~m capital flows are the chief proximate cause 

of the crises which have racked (but not wrecked) the international 

money system in recent years. It follows that some method of dealing 

with ·these flows by either controlling them or neutralizing their 

effects could have a beneficial effect on the functioning of the sys

tem. 

The flows in question arise from an international money market 

of vast size, a market in which the MNCs (including the multinational 

banks) have a key role. It will be recalled that the assets held in 

that market--an estimated $268 billion--amounted to more than twice 

the volume of world reserves ($121 billion) at the end of 1971. It 

is clear also that a shift in the locus of only a small fraction of 

the international money market's assets, of which the U.S.-based MNCs 

control a large share, constitutes a movement large enough to generate 

a crisis condition--and that a shi~ of this magnitude can· induee a 

multiple relative effect on the locus of central bank reserves. 

Remedial steps, therefore, if they are to be oriented toward pre

serving as many of the features of tne-1)resent system as possible, 

will have to be concentrated on the international money market.as the 

source of disruptive flows. Some countries--France, for example--have 

toyed already with such remedial measures, in the form of controls on 

capital movements. Exchange controls of this variety are not a new 

thing. The United States has its own versions in the shape of the 

Foreign Direct Investment Program (which attacks movements of long-
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term capital) and the restrictions under which U.S. banks now operate. 

Most private businessmen would argue that exchange controls of 

any sort are distasteful in the extreme and that they should not exist. 

This argument begs the question of whether or not controls on capital 

flows might not constitute a second-best solution which at least saves 

the system for the preservation of freedom to conduct current trans

actions. Those who apply the controls accept them as just such a 

second-best solution, but there is ample evidence that the controls 

are hard to administer, full of loophciles, and only partially success

ful. The markets soon learn to evade them. 

One of the striking conclusions that emerges in an analysis of 

the IMM techniques of the MNCs is that they partake of a high level 

of technology and management science. In particular, their systems 

embody procedures for the fast development, dissemination, and action 

upon an extEaordinarily complete body of international financial in

telligence. It is true that most of this information is about their 

own internal operations on a worldwide scale, but it is impressive 

nevertheless; it gives them a basis for decision-making and a scope 

for independent action rather than mere reaction. 

Contrast these systems with those of governments. It is unset

tling in the extreme to see much of a country's knowledge about what 

has happened in an international monetary crisis listed under "Errors 

and Omissions" in the balance of payments. One has to presume that 

a handful of central bankers in the world possess some better knowl

edge about the details--but this "better knowleqge" cannot be very 
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well organiz~d, because the best that central banks can muster for 

the struggle is a reactive, delayed defense rather than an offense, 

and they o~en lose. 

There is a need, therefore, for governments--primarily central 

banks--to develop information systems at least as good as those pos

sessed by the MNCs. Since the MNCs, at least the important ones, 

already are developing such information for themselves about them

selves, it would seem possible and not excessively costly for central 

banks to require such information,on a confidential basis, from the 

MNCs. Access to reports on short-term asset and liability positions 

and where they are held would greatly enhance the perspective of the 

monetary authorities respecting international financial problems as 

they develop, and it would provide insights into the possible solutions 

to such problems before they degenerate into international monetary 

crises. The U.S. Government already has such reporting programs, 

although they presently fall far short of complete international 

reporting systems covering all or most of the information items that 

would be of interest. The greatest need, which :ts still unmet, is 

for information which is comprehensive, collected by authorities in 

the important Western countries in compatible formats, and then both 

shared and acted upon in concert by the major central banks. 
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Table A-1.--Representative money market rates and deviations of U.S. rates from them, 1960-1971 

(All figures in percent per annum) 

1960 ~ 1961 ~ 1962 ~ 1963 ; 1964 ; 1965 ; 1966 ; 1967 : 1968 : 1969 : 1970 : 1971 
. . . . . . . . . . . . . . . . . . . . . . . . 

Rate levels: : : : : : : : : : 
U.S. Treasury Bills"!/---------~: 2.94 : 2.38 : 2.78 : 3.16: 3.55 : 3,95 : 4.88 : 4.33 ·= 5,35: 6.69: 6.44.: 4.34 . . . . . . . . . . . . . . . . . . 
U.K. Treasury Bills 1/----------: 4.88 : 5.13: 4.18 : 3.66: 4.61 : 5.91 : 6.10 : 5.82: 7.04 : 7.64 : 7.01 : 5,59 
Belgian call money 2/-----------: 2.79 : 2.56 : 2.13 : 2.28 .; 3.34 : 3.14 : 3.89 : 3.22 : 2.86 : 5.30 : 6.25 : 3.72 
French call money 2/-----------: 4.08 : 3,65 : 3.61 : 3,98 : 4.70 : 4.17 : 4.79 : 4.77 : 6.21 : 8.97 : 8.67 : 5.84 
German call money 2/-----------: 4.55 : 2.94 : 2.66 : 2.99 : 3.29 : 4.11 : 5,34 : 3,35 : 2.58 : 4.81 : 8.67 : 6.10 
Dutch Treasury Bills"!/--------: 2.14 : 1.12 : 1.84 : 1.94 : 3,37 : 3.87 : 4.74 : 4.57 : 4.46 : 5.55 : 5,97 : 4.34 
Canadian Treasury Bills 1/------: 3.32 : 2.82 : 4.00: 3,57 : 3.74: 3,97 : 5.00: 4.60 : 6.25: 7.17 : 6.12: 3.58 
Japanese call money 2/----------: 8.40: 11.44 : 10.31: 7.54 : 10.03 : 6.97 : 5.84 : 6.39 : 7.88 : 7,70 : 8.29: 6.42 
Swiss call money 2/--::---------: 1.10 : 1.03 : 1.33 : 1.75 : 2.35 : 2.63 : 3.18 : 2.71 : 2.25 : 3.28 : 3.33 : 1.23 

(Average of aboVe rates----: 3.91 : 3.84 : 3.76 : 3.46 : 4.43 : 4.35 : 4.86 : 4.43 : 4.94 : 6.30 : 6.97 : 4.60 
London Eurodollars-------------: 3.85 : 3.58 : 3.77 : 3,95 : 4.62 : 4.81 : 6.l2 : 5.46 : 6.36 : 9".76 : 8.52 : ·6,58 . . . . . . . . . . . . . . . . . . . . . . . . 

Deviations of U.S. Treasury Bill 
rates from: 

U.K. Treasury Bills----------~-: -1.94 : -2.75 : -1.46 : -0.50 : -1.06 : -1.96 : -1.22 : -1.49 : -1.69 : -0.95 : -0.57 : -1.25 
Belgian call money-~------------: 0.15 : -0.18 : 0.65 : 0.88 : 0.21 : 0.81 : 0.99 : 1.11 : 2.49 : 1.39 : 0.19 : 0.62 
French call money--------------: -1.14 : -1.27 : -0.83 : -0.82 : -1.15 : -0.22 : 0.09 : -0.44 : -0.86 : -2.28 : -2.23 : -1.50 
German call money-------_;,------: -1.61 : -0.56 : 0.12 : 0.17 : 0.26 : -0.16 : -0.46 : 0.98 : 2.77 : 1.88 : -2.23 : -1.76 
Dutch Treasury Bills-----------: 0.80 : 1.26 : 0.94 : 1.22 : 0.18 : 0.08 : 0.14 : -0.24 : 0.89 : 1.14 : 0,47 : 0 
Canadian Treasury Bills--------: -0.38 : -0.44 : -1.22 : -0.41 : -0.19 : -0.02 : -0.12 : -0.27 : -0.90 : -0.48 : 0.32 : 0.76 
Japanese call money-------------: -5.46 : -9.06 : -7.53 : -4.38 : -6.48 : -3.02 : -0,96 : -2.06 : -2.53 : -1.01 : -1.85 : -2.08 
Swiss call money---------------: 1.84 : 1.35 : 1.45 : L4J, : 1.20 : 1.32 : 1.70 : 1.62 : 3.10 : 3.41.: 3.11. : 3.lJ 

(Average of above devi· a- · i - · • · • · . • · ·, - ;-- - -----: ·-- -- • -- --:: · --- - - • • • 
• • i • 46. oA. • • • • • • . • 6 

tiop_s--------===.,.:· 1 -0.97: -1. : _ _:~_::._: _ _:-_9_. 30: .,,o. 88-.r-,,..0.40 : 0.02 ; _o.lO--:-. .O-~L- _ o. 32l_ -O. 35: -0. 2 . . :~ .;. : : : ; : 
- __ _..--1....-.__ __ ._ -- -- - - --- - ----~ --- --~--~-~---- -

1/ Aver-age tender rate for 3 month Treasury Bills. 
g) Average of daily or weekly call money rates. 
'lJ Average daily quotes for 3 month deposits. 

Sources: IMF, International Financial Statistics. Eurodollar rates for 1960-62 from Morgan Guaranty Trust Co. of New York, World 
Financial Statis"tics , March, 1972. --
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Table A-2.--Development of the International Bond Market, 1963-1971 

(Issue volumes in millions of u.13_. dollars) 

1963 1966 1968 1969 1970 1971 
: :Foreign: :Foreign: :Foreign: :Foreign: :Foreign: :Foreign 
,Eurobonds: Bonds :Eurobonds: Bonds :Eurobonds: Bonds :Eurobonds: Bonds :Eurobonds: Bonds :Eurobonds: Bonds 

. . . . . . . . . . . . . . 
Totals, Each type---------------------------: 164 : 389 : 1,142 : 378 : 3,573 : 1,135 : 3,156 : 827 : 2,966 : 378 : 3,624 : 1,529~ 
Totals, Both types (International Bonds)----: 553 1,520 __ li_,70B 3,9B3 3,344 5,153 

By Category of Borrower: 
U.S. companies----------------------------: 
Other companies---------------------------: 
State-owned enterprises-------------------: 
Governments-------------------------------: 
International organizations---------------: 

By Currency of Denomination: 
U.S. dollar-------------------------------: 
German Mark-------------------------------: 
Dutch Guilder-----------------------------: 
Swiss Franc-------------------------------:. 
Italian Lira:.-----------------------------: 
Pound sterling----------------------------: 
other 1/----------------------------------: 

By Type of Security: 
Long-term straight debt-------------------: 
Medium-term straight debt-----------------: 
Certificates of deposit-------------------: 
Convertible--------------------------------: 

25 
Bo 
53 
6 

102 

62 

92 
52 

20 

99 
41 

183 
66 

4o 

143 
24 

137 
45 

362 
27 

439 
376 
llB 
108 
101 

921 
14T 

T4 

6T5 
225 

242 

24 
Tl 
7 

76 
200 

94 
139 
76 
69 

376 
2 

2,096 
603 
349 
500 

25 

2,554 
914 

105 

1,108 
480 
75 

1,910 

139 
56 
12 

3l'l' 
6ll 

6T4 

238 
72 
19 

132 

956 
1T9 

1,005 
817 
682 
584 

68 

l,T23 
1,338 

lT 

TB 

1,852 
l'l'3 

1,131 

223 
128 
lOT 

98 
271 

531 

196 
24 

76 

641 
120 

66 

T41 
1,065 

594 
351 
215 

1,775 
688 
391 

ll2 

1,995 
733 

238 

55 
83 
16 
53 

lTl 

89 

193 

12 
84 

345 
33 

1,090 
1,119 

838 
479 
98 

2,203 
786 
298 

337 

2,623 
706 

295 

200 
208 
158 
254 
709 

308 

IS61 
32 

138 
390 

1,206 
293 

30 . . . . . . . . . . . . 
JJ Eurobonds include European unit-of-acco~t issues: Europe~n Currenc; Unit (ECU) issue~, andlJiDM option.issues .. Foreign bonds in~lude t/$ ~ption 

issues. Amounts included in "other" may include small amounts of specific denominations listed above and indicated by a dash {-) entry. 

Source: Morgan Guaranty Trust Company of New York, World Financial Statistics, March 1972. 
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CHAPTER VI 

TECHNOLOGY, R&D, AND THE MULTINATIONAL FIRM 

Introduction 

One of the parado~es of U.S. foreign-trade performance during 

the bulk of the postwar period--i. e. until the balance·. of trade dete

rioriated seriously in the latter half of the 1960 1 s--was the persistence 

of.strong exports and a sizeable trade surplus despite the high-wage 

cost structure of U.S. industry. There have been many explanations 

of thi~ paradox, the most orthodox being the view that U.S. trade 

performance was attributable largely to the extraordinary productivity 

of the American worker, which so surpassed that of the foreign worker 

that much higher wages in the domestic economy were not only possible 

but justified. 

Complementary explanations began to find increasing acceptance 

during the last decade. One of these stressed that the United States' 

position as a surplus•:trading nation and its high productivity levels 

stemmed from the overwhelming technologi~al superiority of American 

manufacturing industry. This superior "f:und" of technological know.;. 

ledge--knowhcw, in common parlance--was held to have its origin in 

the enormous R&D effort which came to be institutionalized in the 

postwar economy and which provided a continuous stream of new products 

and new techniques that, by sheer size and quality, kept the nation 

and its exports in the industrial vanguard of the developed countries. 
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The foregoing argument has been challenged by the lackluster 

performance of U.S. trade in recent years. There is question whether 

U.S. technology and the R&D effort which generates it still can have 

much influence on the patterns of trade, and whether, even if they 

do, the United States ~ay not be in the process of throwing away its 

technological patrimony by dispensing its techniques and: expertise 

too freely and too rapidly abroad. Historians will recognize in this 

an argument which raged across Europe when the U.S. was a young 

nation and the Industrial Revolution was likewise in its infancy; 

many a· process or design which formed the basis for fledgeling indus

try in America had to be smuggled past s~iff barriers erected against 

the outflow of technology from the United Kingdom and other economic 

powers of that age. The United States today has few such barriers, 

and its technology undeniably is spreading rapidly throughout the 

world. Those who see American technological leadership dwindling 

wonder whether barriers ought not be erected. 

In recent years the overseas investments of the MNCs in techno

logically advanced industries have raised deep concern because some 

consider the MNCs to be the principal institutional conveyor for the 

export of American technological knowhow. Ultimately, the allegation 

runs, foreign industries owned partly or wholly by Americans will 

combine U.S. technology with low foreign wage rates to threaten even 

the strongest U.S. industries in domestic and foreign markets. The 

critics believe that Japan and the large Europ~an countries already 

have almost caught up with American technology not only from their 



own ·e·fforts but also from the transfer abroad of vital U.S. techno-

logy by the MNCs. 

"Technology" is informa"l'.ion or knowledge about physical rela-

tionships that permits some task to be accomplished, some service 

rendered, or some product produced. Conceptually, technology can 

be distinguished from."science", which organizes and explains data 

and observations by means of theoretical relationships. Technology 

translates scientific relationships into "practical" use. 

The activities which generate and implement the technological 

innovative process are labeled "R&D", which includes a range of 

activities from research devoted exclusively to the disinterested 

pursuit of scientific knowledge to work designed to improve existing 

products and to find new uses for them. The three basic types of 

R&D are the following: 

Basic research: 
Work undertaken primarily for the advance

ment of scientific knowledge and discovery, 
without a special practical application in view. 
Scientific knowledge and discovery is the tiny 
but essential core of B.11 technological advance. 

Applied research: 
The same, but with a specific practical aim 

in view. 

Development: 
The use of the result of basic and applied 

research directed to the introduction of useful 
materials, devices, products, systems, and pro
cesses, or the improvement of existing ones. 

In the United States the division of R&D effort has been about 65 

percent for development, 20 percent for applied research, and 15 



percent for basic research. Except for. the few unusual years during 

and following World War II, the Europeans have led in the output of 

useful scientific discoveries and basic research. American companies' 

prowess has lain in quickly converting such results into commercially 

successful products and processes. 1/ 

Technological innovation cannot be satisfactorily measured. 

Only the inputs of manpower and financial resources to R&D can be 

measured. It has not yet proved possible to find satisfactory mea-

sures of the value of the output of R&D. Hence, comparisons of 

inputs' into R&D cannot be related to outputs or achievements of 

R&D or to the entire innovative process. 

The evolution of technological application, or innovation, has 

led it to rival investment as the principal agent causing growth. 

Increasingly, nations feel that they must develop, maintain and 

exploit technology from a worldwide viewpoint. Many observers have 

concluded that worldwide science and technology commitments are now 

so great that no country--not even the United States--can develop 

internally all the technology it needs for all its purposes. No 

nation can achieve or maintain modern living and competitive stand-

ards solely on the basis of its own technologies and markets. Rather, 

.1/ According to a recent count made by the OECD, 38 of the 50 most 
important inventions of the 20th century were developed or brought 
to fruition in the United States. This record is the effect as well 
as the cause of America's unique position in the world economy. Its 
high wage level fosters the invention of labor-saving machinery and 
high per capita incomes encourage the type of consumer experimenta
tion that makes the introduction of new products relatively easy_ .. 
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each nation must decide selectively where to concentrate its own 

precious science and technology resources, and how best to secure 

and apply the technologies it cannot effectively develop itself. 

The. adoption of this point of view has characterized the selective 

economic-technical strategies of countries as diverse as Japan, 

Sweden, and Israel. 

In the free world, private companies are the primary holders of 

peaceful (nonmilitary) technologies, and the MNCs unquestionably are 

the dominant institutions transferring industrial technologies across 

national borders. The MNCs combine superior management techniques, 

better product or manufacturing technologies, worldwide research 

activities, centralized authority structures, large financial 

resources, and good communications systems to ~ring technological 

solutions found in one geographical area to bear on a problem or 

opportunity perceived in another. They have sufficient worldwide 

market and resource access to benefit from economies of scale in 

many aspects of their business. 

The Technological Prowess of the Multinational Firm 

Two basic measures have come into general use as indicators of 

technological effort in an industry: (1) funds spent on research and 

d~V.elopment; and (2) professional labor (scientists, engineers, and 

technicians) employed in R&D. For various reasons, the R&D employ

ment series--which in most industries tends to follow R&D funding and 

hence seems ostensibly comparable--is not conducive to accurate 
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estimation of R&D effort. The most important of these reasons lies 

in variations in the intensity with which non-R&D labor is used in 

different industries. Some industries (e.g. fibers, textiles, and 

motor vehicles, as well as some food processing) are inherently 

labor intensive. Even if R&D is important in them, R&D personnel 

would tend to represent a small share of total employment. At the 

other end of the spectrum are industries like basic chemicals, with 

large-scale, continuous-flow processes carried on in automated plants 

where operating labor is almost absent and maintenance labor is 

provided by outside contractors. In these industries, measures of 

R&D employment as a share of total employment overstate R&D inten

sity. 

On these grounds, the comparisons employed in this chapter rest 

on R&D funding figures. Unless otherwise specified, these numbers 

measure total R&D outlays in the various industries--i.e., spending 

funded both by private enterprises and by governments, primarily 

the Federal govenment. The totals are used because the focus is 

on how the MNCs share in the spending rather than where the money 

comes from. 

Fairly hard data are available for R&D spending by all firms in 

1966 and 1970, and by the MNCs (in the United States) in 1966. These 

figures are displayed for a number of manufacturing industries in 

table 1. The 1966 data indicate that, with few exceptions, the MNCs 

are overwhelmingly the most important spenders .of R&D funds; non-MNC 
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Table 1.--R & D spending in all firms and in MNCs, United States, 1966 
and 1970 (est.) 

~A.mounts in millions of doll!i!:,!:s) . 
1966 . 1970 

All : MNCs as All MNCs 
firms MNCs : percent of: 

firms ~ (est) 2/ all firms: 
All manufacturing-------: 14,656 7,598 52 16,581 9,197 

Food products-----------------: 153 136 89 198 176 

Paper and allied products-----: 88 64 73 119 87 

Chemicals---------------------: 1,461 1,258 86 1,809 1,556 
Drugs---=-------------------: 318 303 95 484 460 
Industrial chemicals--------: 955 777 81 1,075 871 
Other chemicals-------------: 188 178 95 250 225 

Rubber------------------------: 178 127 71 238 169 

Primary and fabricated 
metals-------------------: 386 312 81 448 363 

Nonelectrical machinery-------: 1,300 743 57 1,727 984 

Electrical machinery----------: 3,586 1,814 51 4,324 2,172 
Radio, TV., Comm. equipment, : 

and electronic compon-
ents----------------------: 2,216 685 30 2,6~3 827 

Other electrical machinery--: 1,370 1,129 82 1,641 1,345 

Transportation equipment------: 6,786 2,537 37 6,648 3/ 2,790 
Textiles and apparel----------: 51 29 57 64 36 
Stone,clay, and glass---------: 128 103 Bo 188 150 
Instruments-------------------: If 34 371 85 694 590 
All other manufacturing-------: l/ 105 104 1/ 100 124 124 

1/ Estimated. 
g/ Estimated on basis of 1966 percent shares of total. 
'lJ Estimated based on 10 percent growth of non-aircraft R & D, 1966-1970. 

Source: All-firm data from National Science Foundation, Research and 
Development in Industry, 1969 (NSF Publication: NSF 71-18), Washington, April 
1971, and Highlights (NSF 71-39), Dec. 10, 1971; MNC data are from U.S. 
Department of Commerce, Bureau of Economic Analysis, International Investment 
Division. 
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firms hardly count. For the industries shown, the MNCs' share of 

total outlays for R&D a-verages 52 percent. However, :this average 

actually is pulled. down by a few exceptionally low numbers. in a few 

industries. Excluding these, it would be higher--about 80 percent, 

or high enough to prec~ude any doubt that the amounts and patterns 

of R&D spending in the United States in general are governed primarily 

by the amounts and patterns of R&D spending by the MNCs. 

The atypical numbers require explanation. The most important 

one in quantitative terms shows up in the transportation equipment 

industries, where the MNCs in 1966 had only a 37 percent share of 

total R&D spending of $6.8 billion. The aggregate figure for this 

industry is heavily weighted by outlays in the aerospace industries, 

which have few multinational connections. The MNC figure, on the 

other hand, is dominated by motor vehicle manufacturers which, 

although heavy R&D spenders, do not measure up to the aerospace 

branch in terms of total outlays. Thus, the small share shown for 

the MNCs results largely from the unavoidable inclusion of dissimilar 

"industries" in the two data series compared. 

The other important atypical measure is the exceptionally low 

(30%) share of total R&D spending accounted for by the MNCs in the 

electronics subsector of the electrical machinery industry .. It con

t~asts sharply with the 82 percent share of the MNCs in the rest of 

the industry. It probably results from two principal factors. First, 

the electronics industry has an unusually low ~evel.of concentration; 



many small firms, rather than a few large and dominant ones, charac

terize its organization. Thus, much R&D in this industry is carried 

out in small firms which do not have significant foreign direct invest

ments and hence are not MNCs. Second.,.the industry as a whole is 

characterized by extremely fast rates of "diffusion" of technology 

among competing firms. Proprietary control of a new bit of exclusive 

technology is an ephemeral thing in this industry. Hence, it is 

possible for firms--including the MNCs--to include newer technologies 

in their products without incurring the R&D costs of developing them. 

This factor is especially relevant in the case of consumer products, 

which often incorporate technologies originally developed for space, 

military~ or industrial applications. 

The "MNC" column for 1970 in table 1 contains derived figures, 

based on the proportions of total R&D spending accounted for by the 

MNCs in each industry in 1966. The purpose of these figures is merely 

to indicate roughly how MNC spending may have looked in relation to 

the generally expanded R&D outlays of all firms in each industry in 

1970, assuming no great changes in the distribution of total spend

ing among the various industries over the period. 

Simple figures on R&D spending do not, by themselves, distin

guish between large and small industries, and therefore each must 

be related to some indicator of industry size in order to measure 

appropriately the "intensity" of R&D effort. Development of such 

an "intensity" series is essential for making interindustry compari

sons of R&D performance with other variables, such as investment or 
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trade performance. The simplest way to proceed here would be to 

calculate a set of ratios that compare total R&D spending in the 

United States with total shipments generated in each industry; this 

is a fairly standard procedure. However, the available data on R&D 

spending of the MNCs contain a more detailed break.down by industrial 

sector than do the all-firm figures, while at the same time the 

industry definitions are more strictly comparable to those found in 

the other compilations of MNC data that will be used in the compari-

sons. Therefore, "technological intensity" will be measured here 

as the' ratio of MNC spending on R&D (in the United States) to total 

(all-firm) shipments generated in each industry. Thus, the series 

endeavors to measure R&D intensity in terms only of the MN€s' contr.i-

. butions to R&D. It would be more appropriate to cast the ratios in 

terms of the MNCs' shipments alone, but data for the MNCs' domestic sales 

or shipments that would facilitate such a comparison are not available. 

The ratios to be used will allow comparisons of the MNCs' investment 

and trade performance with the degree to which the MNCs themselves 

impact upon the technological intensity of their industries in the 

United States, thus permitting a closer focus on the results of their 

operations without the intrusion of the effects of R&D spending by 

firms without multinational affiliations. 1/ 

1/ It could be argued--the electronics industry being a case in 
point--that the MNCs, because of rapid technological diffusion in the 
United States, may have access to others' technology developed from 
R&D in the United States, so that they can transfer _it abroad for use 
in their foreign operations. This would imply.that all-firm figures 
on technological intensity are the appropriate basis for comparison. 
(Footnote continued on next page.) 
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The basic series on the MNCs' R&D intensity in manufacturing 

for 1966 (the last year for which solid data on MNC spending for 

R&D are available) is displayed in table 2. The table covers twenty-

six separate branches of manufacturing, and shows ratios of MNC R&D 

spending to total shipments. The ratios range from a high of 8.29 

percent in electrical machinery to a low of 0.07 percent in textiles 

and apparel. The series is arranged according to the degree to which 

MNC R&D spending characterizes these industries as "high," "medium," 

or "low" technology industries. 

Note that the two "exception" industries (transportation equip-

ment and electronics), discussed earlier as ones in which the MNCs 

have a relatively light impact on total R&D spending, appear in these 

rankings as '!high-technology" industries. Relative to total ship-

ments, the spending of the MNCs in these industries nevertheless is 

large and is a major factor tending to put them in the top rank as 

spenders of funds on R&D. Their impact is all the more impressive, 

considering that non-MNC firms bear a relatively greater weight in 

total R&D spending. 

Groupings of industries into "high," "medium," and "low" classes 

usually are arbitrary, and those made here are no exception. The 

distinction between "high" and "medium" is fairly clear; there is a 

quite sharp break in the values of the R&D intensity ratio between 

This argument was not considered strong enough to prompt the sacri
fice of industrial detail that using the all-firm data would involve 
(eleven subsectors would have to be dropped), especially because the 
argument can be taken account of in the analysis. It is not lost by 
use of the different series. 



Table 2 . .:.-The MNCs' contribution to R & D Intensity in United States.tilanu
facturing industries, 1966 

(Millions of dollars) 

High Technology Industries 

Electrical machinery and apparatus, incl. 
household appliances---------------------: 

Drugs--------------------------------------: 
Industrial chemicals------------~----------: 
Instruments--------------------------------: 
Transportation equipment-------------------: 
Radio, T.V., electronic components---------: 
Farm machinery and equipment---------------: 
Electronic computing equipment and 

miscellaneous nonelectrical machinery----: 
Office machines-------------------··--------: 

Medium Technology Industries 

Soaps and cosmetics------------------------: 
Rubber products----------------------------: 
Industrial machinery and equipment---------: 
Miscellaneous chemicals not included 

elsewhere--------------------------------: 
Stone, clay, and glass products------------: 
Primary and fabricated aluminum, plus 

misc. metal products---------------------: 
Fabricated metals (excl. aluminum, copper, : 

and brass)-------------------------------: 
Miscellaneous electrical machinery not 

included elsewhere-----------------------: 
Grain mill products------------------------: 
Plastics-----------------------------------: 

Low Technology Industries 

Primary metals (excl. aluminum)------------: 
Paper and allied products------------------: 
Miscellaneous manufacturing (incl. ordnace,: 

leather, and tobacco)--------------------: 
Lumber, wood products, and furniture-------: 
Miscellaneous food products (excl. grain 

mills)-----------------------------------: 
Printing and publishing--------------------: 
Textiles and apparel-----------------------: 

Total MNC . All firms' 
R & D • 

d . 11:shipments g/: spen ing _ : 

1,100 13,267 
303 4,826 
777 13,857 
372 8,833 

2,537 71,650 
685 21,009 
119 4,322 

332 16,895 
108 5,964 

66 6,108 
127 11,976 
184 19,413 

81 8,585 
103 14,629 

44 9,141 

138 30,508 

29 6,566 
41 9,242 
31 7,404 

. 130 37,960 
64 20,414 

61 24,357 
25 18,257 : 

95 70,509 
17 20,201 
29 39,571 

561_ 
R & D as 

percent of 
ship

ments 3) 

8.29 
6.28 
5.61 
4.21 
3,54 
3.26 
2.75 

1.97 
1.81 

1.08 
1.06 
0.95 

0.94 
0.70 

o.48 

e.45 

o.44 
o.44 
o.42 

0.34 
0.31 

0.25 
0.14 

0.13 
0.08 
0.07 

1f MNC spending on R & D in the United States. g/ Shipmen:ts (sales) of all 
U.S. firms in each industry. lf This series measures 'the MNC qontribution to 
technological intensity in each U.S. industry. 

Source: Table 1 and U.S. Census of Manufactures. 
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the ~wo groups. ·But such is not the case for the distinction between 

"medium" a.Iid "low". For example, there are five industries at the 

bottom of the "medium" range which could be candidates, on the basis 

of the R&D intensity measurements, for a low-technology rating. 

Another question to be explored in this section is whether R&D 

intensity can be said to have any relation to either domestic invest

ment in the United States or foreign investment by the MNCs. Is 

there, in other words, any tendency for those industries which show 

high technological levels as measured by R&D intensity to be also 

the heavier investors at home and/or abroad--and vice-versa for low

technology industries? 

Some measurements relating to an attempt to answer this question 

appear in table 3. The table compares the R&D intensity series with 

several different measures of domestic and foreign investment for the 

26 branches of manufacturing. At the bottom of the table' are sets 

of correlation coefficients which reveal such assoications as there 

are between the compared series. Two of these coefficients in each 

group measure "rank" correlation--i.e., they result from comparisons 

of the rankings of the several industries rather than their values-

while the ''linear" measure derives from direct comparisons of the 

values themselves. 1/ 

The second and third columns of table 3 contain data on capital 

stocks of all domestic U.S. firms (column 2) and net fixed capital of 

1/ See footnote on p.564 . 



Electrical machinery and apparatus, 
incl. household appliances------------: 

Drugs-----------------------------------: 
Industrial chemicals--------------------: 
Instruments-----------------------------: 
Transportation equipment----------------: 
Radio, TV, Electronic components--------: 
Farm machinery and equipment------------: 
Electronic computing equipment and 

misc. nonelectrical machinery---------: 
Office machines-------------------------: 
Soaps and cosmetics---------------------: 
Rubber products-------------------------: 
1ndustrial machinery and equipment------: 
Miscellaneous chemicals-----------------: 
Stone, clay, and glass products---------: 
Primary and fabricated aluminum, plus 

misc. metal products------------------: 
Fabricated metals (excl. aluminum, 

copper, and brass)--------------------: 
Miscellaneous electrical machinery------: 
Grain mill products------.---------------: 
Plastics---------------~---------------: 
Primary metals (excluding aluminum)-----: 
Paper and allied products---------------: 
Miscellaneous manufacturing (incl. 

ordnance, tobacco, leather)-----------: 
Lumber, wood, and furniture-------------: 
Miscellaneous food products-------------: 
Printing and publishing-----------------: 
Textiles and apparel--------------------: 

Correlation with R lie D Intensity 
s~ries: 

Rank (Spearman)------------------: 
Rank (Kendall)-------------------: 
Li,near----~------__:.. _____________ , 
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Table 3: Comparison of R lie D intensity in U.S. industries with domestic and foreign investment variables 

R.lle D 
Intensity 11 

(Value 

Domestic 
Capital Y 

in millions of dollars, except 

Foreign 
Capital 1/ 

Change in 
domestic 
Capital, 

1966-1970 

as noted) 
Change in 

foreign 
Capital, 

1966-1970 

Percent change in 

:Domestic Capi-: Foreign Capi-: 
tal, 1966-7.0 : tal, 1966-70 

Ratio of 
absolute 

changes J:.j 

Value ' Rank ' Value ' Rank • Value ' Rank ' Value ' Rank ' Value : Rank : Value ' Rank Value ' Rank ' Value' Rank 

8.29 
6.28 
5.61 
4.21 
3.54 
3.26 
2.75 

l.97 
l.81 
l.08 
l.06 
0.95 
0.94 
0.70 

o.48 

0.45 
o.44 
0.44 
0.42 
0.34 
0.31 

0.25 
0.14 
d.13 
0.08 
0.07 

l : 5,174 
2 : 2,693 
3 18,620 
4 4 ,o84 
5 20,418 
6 8,356 
7 l,388 

8 9,746 
9 832 

10 l,748 
11 7 ,977 
12 : 8,401 
13 : 4,417 
14 :13,237 

15 : 8.525 

16 :14,998 
17 : 2,577 
18 : 3,098 
19 : 8,559 
20 :33,860 
21 :19,357 

22 6,979 
23 8,554 
24 22,453 
25 10,105 
26 13,945 

18 
22 

5 
20 

3 
15 
25 

10 
26 
24 
16 
14 
19 

8 

13 

6 
23 
21 
11 

l 
4 

17 
12 

2 
9 
7 

**-0.387 
**-0.277 

0.188 

: : : : : : : : : : : 

l,363 
681 

l,929 
l,345 
5,131 

606 
204 

2,247 
416 
478 
974 
931 

1,576 
1,046 

907 

1,030 
644 
289 

2,204 
682 

2,007 

602 
1,296 
1,564 

138 
625 

0.176 
0.126 
0.210 

8 
17 

5 
9 
l 

20 
25 

2 
23 
22 
13 
14 

6 
11 

15 

12 
18 
24 
4 

16 
3 

21 
10 
7 

26 
19 

l,678 
986 

5,308 
l,571 
6,455 
3,228 

413 

3,665 
226 
527 

2,976 
2,473 
l,415 
3,075 

3;643 

4,029 
943 
700 

2,388 
6,957 
5,-145 

2,097 
2,549 
5,947 
3,050 
3,755 

-0.255 

18 
21 
4 

19 
2 

10 
25 

8 
26 
24 
13 
15 
20 
11 

9 

6 
22 
23 
16 

1 
5 

17 
14 

3 
12 

7 

-0.182 
0.129 

992 
271 
737 
961 

1,670 
332 
-41 

l,260 
238 
179 
242 
300 
140 
370 

-573 

477 
133 

14 
l,096 

423 
594 

408 
650 
407 
82 

344 

0.158 
0.117 

**0.386 

4 
17 

6 
5 
l 

15 
25 

2 
19 
20 
18 
16 
21 
13 

26 

9 
·22 
24 

3 
10 

8 

11 
7 

12 
23 
14 

48.o 
57.8 
39.9 
62.5 
46.2 
62.9 
42.4 

60.3 
37.3 
43.2 
59.5 
41.7 
47.1 
30.3 

74.6 

36.7 
57.7 
29.2 
38.7 
25.9 
36.2 

43.0 
42.4 
36.o 
43.2 
36.8 

•0.523 
**0.335 

0.183 

8 
6 

17 
3 

10 
2 

14 

4 
19 
11 

5 
16 

9 
24 

l 

21 
7 

25 
18 
26 
22 

13 
15 
23 
12 
20 

267.4 
66.o 
61.8 

250.2 
48.2 

121.l 
-16.7 

65.8 
133.7 

59.8 
33.0 
4f.5 
9.7 

54.7 

-38.7 

89.4 
26.0 

5.0 
98.9 

163.3 
42.0 

210.3 
100.6 

35.1 
146.4 
122.4 

0.008 
0.022 

***0.349 

l .591 
12 .274 
14 .138 

2 .611 
17 .258 

8 .102 
25 -.099 

13 . 343 
6 l.053 

15 .339 
21 .081 
18 .121 

.098 

.120 
23 
16 

26 :-.157 

11 .118 
22 .141 
24 .020 
10 .458 

4 .060 
19 .115 

3 .194 
9 .255 

20 .068 
5 .026 
7 .091 

**0.448 
**0.292 

... 0.370 

3 
7 

12 
2 
8 

17 
25 

5 
1 
6 

20 
13 
18 
14 

26 

15 
11 
24 

4 
22 
16 

10 
9 

21 
23 
19 

. . . . . . . . . 
•statistically significant at .01 levei. **statistically signifi~ant at .05 lev~l. **"Statlstically significant at .10 l~vel. . . 
11 R lie D spending by.the MNCs in the United States as a ~ercentage of shipments (sales) of all firms in the respective industries. 
Y Cumulative value of fixed capital stocks of all firms, 1970. 
"j/ Net fixed assets of foreign affiliates, 1970. 
:!!j' Ratio of changes in foreign capital to change in domestic capital. 

Ratio of 
percent 

change" !:/ 

Value · Rani< 

5.570 
1.143 
l.5~B 
4.00L 
l.045 
1.926 
-.393 

1.170 
3.584 
1.386 

.556 
1.326 

.205 
l.805 

-.479 

2.351 
.450 
.175 

2.555 
6.305 
l.160 

4.890 
2.363 

.977 
3.338 
3.326 

-0.102 
-0.076 

0.163 

2 
18 
13 

4 
19 
11 
25 

16 
5 

14 
21 
15 
23 
12 

26 

10 
22 
24. 

8 
1 

17 

3 
9 

20 
6 
7 

Source~ MNC R lie D figures from.Table 2. Shipme~ts and domestic investment data from U.S. Census of Manufactures. Foreign investment figures from U.S. Department of Collllterce, 
Bureau of ~conomic Analysis, International Investment Division. 
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U. S ~·-based MNCs· 'abroad (column 3) • Ne-i ther of these shows a very 

strong association (correlation) with the R&D intensity series. The 

correlation between the MNCs' stock of foreign capital and R&D inten-

sity is so weak that it signifies nothing. The domestic capital 

stock series, however, reveals weak but statistically significant 

rank correlations with the R&D intensity series--and they bear nega-

tive signs. Thus there is a feeble inverse relation between the 

rankings of the various industries in terms of technological inten-

sity and their rankings as domestic investors. The higher ranked 

industries in technological terms are the lower ranked ones as domes-

tic investors, and vice versa for the lower ranked R&D spenders. 

The appearance of this inverse relationship between domestic 

capital stocks and R&D intensity should not be surprising. Techno-

logical muscle and investment do not necessarily go together as 

economic phenomena, and they may actually move in opposite directions. 

While in some industries high levels of technology require large 

stocks of expensive, complex capital equipment, it also i's true that 

relatively low-technology industries (e.g. basic metals) require some-

times even larger amounts of fixed capital because of the nature of 

their production. Moreover, some industries, such as electronics, 

get by on relatively little capital, while they depend heavily on 

technology. This kind of assymmetry between capital intensity and 

1/ Here, as in subsequent sections of this chapter, 1970 figures 
for various items of data are sometimes compared with the 1966 R&D 
intensity series. 
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technological intensity probably is the principal influence on the 

domestic fixed investment series that tends to produce the inverse 

correlation. The correlation is weak because there are some indus

tries--e .g. industrial .chemicals or transportation equipment--in which 

the assymmetry is less pronounced so that the rankings match fairly 

well. 

Other factors muddy the waters when one tries to compare R&D 

intensity with investment, especially domestic investment. R&D efforts 

lead ma~nly to investment in plant and equipment to handle new pro

ducts or processes, and the capital stock data make no distinction 

between new-product or new-process investment and the larger sums 

invested in old-line products or systems. Shortly, comparisons will 

be made using changes in capital stocks--i.e., new investment--and 

some of this problem may thereby be removed, inasmuch as new invest

ment will tend to have a higher proportion of advanced technology 

than the cumulative investment of the past. Additional complicating 

factors are the amounts, directions, and results of R&D efforts in 

leading foreign countries. A nonprogressive U.S. industry relative 

to its foreign counterparts ought to be vulnerable to more efficiently 

produced or more technologically advanced imports; but higher techno

logy imports from abroad will dampen or preclude domestic investment 

growth only if (a) the imports are not blocked or limited by U.p. 

import duties or quotas (as in the case of steel and some textiles); 

and (b) the foreigners have not been willing to license their techno

logy to U.S. companies or to build the more efficient or new-p+oduct 
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plant in the United States themselves (as they have done in steel, 

plate glass, and certain commodity chemicals and plastics). 

An interesting result of the calculations shown in table 3 is 

that technological intensities and the stocks of foreign capital owned 

by the MNCs are so poorly correlated. There are no grounds in this 

result for alleging that high-technology industries have been associ

ated with the larger stocks of U.S.-owned foreign investment capital, 

with the implication that they have taken their technology abroad with 

them. Nor are there grounds for a reverse allegation, that companies 

which are strongest technologically (and thus perhaps more competitive) 

tend to remain at home while the technologically weaker ones move 

overseas in a search for lower costs to retain their competitive edge. 

However--and this is important--these kinds of comparisons take no 

account of whatever association may be present in~ investment, the 

capital that has flowed abroad in recent years. Changes in capital 

stocks may be positively associated with R&D intensity. 

The remainder of table 3 is an exploration of what associations 

may be present between different measures of change in domestic and 

foreign investment and the R&D intensity series. Columns 4 and 5 

of the table consider the absolute sizes of changes in domestic capital 

stocks and the foreign capital of the MNCs, respectively. The domes

tic investment series shows no meaningful relationship with R&D inten

sity, although the two rank correlation coefficients do retain their 

negative signs. For the series on the MNCs' foreign investment, the 
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rank correlations remain wea'.k and statistically insignificant but, 

interestingly, the linear measure emerges as a statistically signifi

cant one although it is not very strong. 

These results are basically indeterminate, but they cease to be 

so when combined as in 'column 8. The combination takes the form of 

a ratio between changes in foreign investment by the MNCs and changes 

in domestic investment by all U.S. firms (which the MNCs dominate as 

investors). Thus, this series measures recent (1966-70) flows of new 

U.S. fixed investment into foreign locations relative to flows of new 

fixed capital placed in U.S. industries. Somewhat stronger and stat

istically significant positive correlations now appear between the 

ratio series of column 8 and the R&D intensity series in column.l. 

With respect to new investment in the 1966-70 period, the data reveal 

in the high-technology industries a ... tendency for re la ti vely less 

domestic investment and relatively more foreign investment, with the 

reverse occurring in the low technology industries. The resulting 

correlation coefficients are not especially large. The associations 

uncovered here are rather weak, but they exist, nevertheless. 

A look at relative changes (percentage changes) in the invest

ment variables (see columns 6, 7, and 9 in table 3) would appear 

to throw the foregoing conclusion into disarray. The series in 

column 6 (1966-70 domestic investment as a percent of the domestic 

capital.stock in 1966) shows significant rank correlations with R&D 

intensity, indicating that industries which ra~ high (low) in R&D 
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intensity also tended to rank high (low) in terms of the percentages 

by which their domestic· capital stocks increased over the period. The 

series in column 7 (1966-70 foreign investment by the MNCs as a 

percent of their net fixed capital abroad in 1966) shows no really 

reliable correlation with R&D intensity in the U.S.--and the same goes 

for the column 7/colum.n 6 ratios in column 9, 

What sense can be made from these apparently contradictory bits 

of evidence about how technological intensity in the United States 

has affected foreign direct investment by the U.S. MNCs? It is easy 

to see how, in the public debate over this question, each side has 

found its ammunition. Critics of the MNCs can cite the kinds of 

evidence revealed by the column 8 series in the table and assert that 

in the high technology industries tendencies to move capital abroad 

have been stronger than tendencies to invest it domestically in recent 

years. At the other extreme, defenders of the MNCs can cite the 

evidence of column 6--that the larger relative changes in domestic 

. capital stocks have tended to occur in the higher technology indus

tries. A key point for the referee to note in this debate is that 

neither of these positions necessarily excludes the other, and both 

make economic sense. One should expect that--as column 6 shows--the 

technologically dynamic industires would r~nk higher as recipients 

of.new investment relative to existing capital stocks, if only because 

they usually tend to be growing faster than less progressive indus

tries. Similarly, dynamic, high technology industries will usually 

invest more abroad relative to domestic investment because they 
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generally are the stronger industries. The weaker, low technology 
j 

industries (textiles or footwear, for example) find themselves under 

severe economic pressure at home. With the struggle for domestic 

survival dominating their investment activity, only a small number 

of more viable industry leaders are capable of generating the resources 

to establish significant foreign direct investment enterprises. 

In this context, the case of the textile and apparel industry 

is worth examining in some detail. This industry ranks last--26th--

in the R&D intensity series. However, it is a large domestic indus~ 

try, ranking seventh in terms of the size of its capital stock and 

in terms of the absolute value of new investment. Domestic rates 

of new investment are low; the industry ranks 20th as a new investor 

relative to the size of its capital stock. As a foreign investor, 

the industry is near the bottom of the rank order--19th--in terms 

of absolute value of net fixed foreign assets. Because the increase 

($344 million) in its foreign capital stock from 1966 to 1970 is 

large in relation to a base of only $281 million in 1966, it ranks 

7th in terms of the relative change in foreign direct investment 

capital; however, it ranks about in the middle (14th) in absolute 

amount of new foreign direct investment. The industry's foreign 

direct investment is less than ten percent as great as its relatively 

low level of new domestic investment, placing it·l9th in the final 

tabulation of column 8, or in the same range as its last-place show-

ing in the R&D intensity series. 
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The results· of the foregoing analysis are summarized in the 

following tabulation, which groups some of the key figures from table 

3 into the three .classes of "high," "medium," and "low" technology 

industires. Amounts are shown in millions of dollars: 

Technology levels as measured 
by R&D intensity 

1966-70 High Medium Low 

Change in domestic capital stock: 
Amount---------------------- 23,530 
Percent--------------------- 49 

Change in MNCs' net fixed assets 
abroad: 

Amount---------------------- 6,420 
Percent--------------------- 86 

Ratio of change (amount) in foreign 
investment to change (amount) .in 
domestic investment------------- .272 

22,169 
43 

2,378 
31 

.107 

29,500 
34 

2,908 
72 

.098 

The tabulation indicates the fairly close association between R&D 

intensity and relative change in domestic capital stocks. New invest-

ment at home as a percent of total investment drops steadily as R&D 

intensity moves downward. The same is true for new foreign invest-

ment as a percent of total foreign investment, except for the 72 per-

cent four-year growth rate for foreign investment in the low techno-

logy group. Well over 40 percent of the new foreign investment in 

this group occurred in the wood products and paper industries, which, 

more than most manufacturing industries, are resource-based. They 

send their capital to where the trees are and technology plays little 

role in that process. Finally, the already-observed and close associ-

ation between R&D intensity and the ratios between foreign and direct 

investment stands out clearly in the bottom line of the tabulation. 
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MNC Activity and U.S. Trade in High Technology Goods 

Has overseas investment by U.S. firms tended to reduce or 

increase net U.S. exports of high technology goods? Are the MNCs · 

increasing their imports of high technology items (especially from 

their overseas affiliat·es) and allowing their own foreign production 

of ·similar goods to supplant U.S. exports in foreign markets? 

The background to these questions lies in clear evidence that 

the fortunes of U.S. export trade in general--like the export trade 

of most industrial countries--depend heavily on high levels of tech-

nology.· With imports of low technology items and raw materials 

increasing rapidly, exports of high technology goods have been the 

principal factor preventing the U.S. trade deficit from reaching 

levels even higher than those recently experienced. The following 

tabulation ~ highlights this point with some selected U.S. commodity 

trade balances (in billions of dollars) across the twelve-year span, 

1960-1971: 

High technology manufactured goods------- +6.6 
Agricultural products-------------------- +1.0 
Low technology manufactured goods-------- ·-0.9 
Raw materials---------------------------- -1.7 

+9.1 
+2.1 
-2.9 
-2.8 

+9.6 
+1.5 
-6.2 
-2.5 

1971 

+8.3 
+1.9. 
-8.3 
-4.1 

It is apparent from these figures that high technology manufactures 

and agricultural products (which really are high technology commodi

ties for the United States) have been holding up the trade accounts, 

~ From a statement by Secretary of Commerce, Pet~r G. Peterson, 
before the House Subcommittee on Science,'Research, and Development, 
April 11, 1972. 
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while trade .deficits in raw materials and, even more, in low techno-

logr manufactures are large and rapidly deteriorating. Aside from 

the serious balance of payments implications of these trends, the 

social implications of lost trade positions in the low technology 

industries are severe. These industries also happen to be the more 

labor-intensive sectors of U.S. manufacturing (as well as the less 

multinational sectors), so that a given drop in net exports leads to 

a greater direct loss of employment than would a similar deterioration 

in net exports in the high technology and less labor intensive sectors. 

There is a further, and not especially encouraging, dimension 

to the background of deteriorating overall U.S. trade performance. A 

recent study by the U.S. Tariff Commission 1J looked fairly rigorously 

into the relationships between technological prowess and U.S. exports 

and imports of manufactured goods. While it confirmed that as 

recently as the late 1960's U.S. exports remained more technology-

intensive than either U.S. imports or domestic production in general, 

it also ·round that the technology content of U.S. imports was rising 

faster than that of exports and that the last decade's changes in 

the technology content of traded goods was leading to an erosion of 

the United States' comparative advantage in high technology products. 

1/ See U.S. Tariff Commission, Competitiveness of U.S. Industries, 
first report to the President on Investigation No. 332-65 under Sec
tion 332 of the Ta.riff Act of 1930, TC Publication 473, Washington, 
April, 1972, especially pp. 151-162 and 193-201. This analysis was 
in part merely an updating of an important study conducted by Donald 
B. Keesing, "The Impact of Research and Development on United States 
Trade," Journal of Poli ti cal Economy, February, -1967. 
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Another analysis, by Harvey Brooks, !/ looks at trade in goods 

of different technology levels from a geographic perspective. One 

unsettling finding was that, although in 1970 the U.S. trade bale.rice 

in high technology products still was favorable by over $9 billion, 

it was negative with Japan by $1.1 billion, positive with Europe by 

$2.4 billion, and favorable with the rest of the world (excluding 

Canada) by $7.4 billion. Thus, three quarters of the 1970 U.S. trade 

surplus in even these products was largely with the less-developed 

world. 

With fairly solid evidence of the United States' declining 

superiority in _exports of high technology goods, it remains to ask 

what role the MNCs may be playing in this decline. Statistics anal-

yzing this role appear in tables 4 and 5. - Table 4 presents sets of 

correlation coefficients measuring the degree of association between 

the R&D intensity series developed in table 2 and a number of series 

on MNC-related trade in manufactured goods. Table 5 presents several 

ratios indicating trade performance by all firms and by the MNCs in 

the three groups or classes of manufacturing industries characterized 

by high, medium, and low E&D intensity ratios. In both tables, the 

sample data include twenty-five sectors of manufacturing--all those 

listed in table 2, except transportation equipment (mainly motor 

vehicles). This industry is ex~luded because, as pointed out in 

1/ Brooks, Harvey, "What's Happening to the U.S. Lead in Technology?", 
Har:;ard Business Review, May-June 1972, p.· 110 ff. 
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Table 4.--Comparison of R & D intensity and trade variables for 25 industries 1f 

Correlations with U.S. 
R & D inten~itY-series 

Rank 
Linear 

Spearman Kendall 

MNC- Related U.S. Exports gf 
Value, 1970------------------------------: ** 
Change, 1966-70--------------------------: 
Percent change,1966-70-------------------: 

Exports to MNC Affiliates Y 
Value, 1970------------------------------: * 
Change, 1966-70--------------------------: 
Percent change, 1966-70------------------: 

MNC-Re.lat ed U.S. Imports 2/ 
Value, 1970------------------------------: 
Change, 19~6-70--------------------------: 
Percent change, 1966-70------------------: 

Imports from MNC Affiliates Y 
Value, 1970------------------------------: 
Change, 1966-70--------------------------: 
Percent change, 1966-70------------------: 

Ratio: MNC-Related Exports to MNC-Related : 
Imports 

Value, 1970------------------------------: ** 
Change, 1966-70 4/-----------------------·c 

Ratio: Exports to MNC Affiliates to all 
MNC-Related Exports 

Value, 1970------------------------------: ** 
Change, 1966-70 '!±./-----------------------: 

Ratio: Imports from MNC Affiliates to all : 
MNC-Related Imports 

Value, 1970------------------------------: 
Change, 1966-70 '!±./-----------------------: 

o.451 ** 
0.303 
0.059 

0.327 ** 
0.180 
0.040 

0.652 
0.301 

-0.022 

-0.091 
0.044 
0.107 

0.159 
0.219 
0.128 

o.46o 
-0.029 

o.418 
0.059 

0.201 
0.270 

: * o.425 
0.151 

-0.050 

-0.060 
0.027 
0.077 

0.114 
0.194 
0.100 

** 0.311 
-0.013 

: *** 0.276 
0.040 

0.164 
0.211 

** 

o.477 
0.312 

-0.105 

o.499 
0.267 

-0.076 

-0.130 
-0.051 

0.102 

-0.016 
0.078 
0.218 

0.113 
-0.191 

0.214 
-0.105 

0.240 
0.116 

1/ Includes the 26 industries shown in table 2, excluding transportation equip
ment. 

2/ Exports or imports by parent firms to/from affiliates and others, plus 
exports or imports by non-parents to/from MNC affiliates. 

JI Exports/imports by all U.S. firms to/from MNC affiliates. 
'!±./ Changes are calculated in ratio form--i.e. 1970 value divided by 1966 value. 

*Statistically significant at .01 level. 
**Statistically significant at .05 level. 
*** Statistically significant at .10 level. 

Source: R & ·D intensity series from Table 2. Trade data from U.S. Commerce 
Department, Bureau of Economic Analysis, International Investment Division. See 
3.1.so Chapter III. 
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Table5.--Aggregate and MNC-related trade performance in 25 U.S. industries, by R & D intensity class 1/ 

Ratio (in percent) 

Ratios based on levels of trade in 1970: 
Total U.S. exports to total U.S. imports-----------------------~---: 
MNC-related exports to MNC-related imports 2/----------------------: 
Exports to majority owned affiliates to imports from majority 

owned affiliates 2/----------------------------------------------: 
Exports to majority-owned affiliates E} to total U.S. exports------: 
Imports from majority owned affiliates 2/ to total U.S. imports----: 
Majority owned affiliates' sales outside U.S. to total U.S. 

exports----------------------------------------------------------: 
Majority owned affiliates' sales outside U.S. to MNC-related 

exports 'EJ-------------------------------------------------------: 
Ratios based on increases or decreases in trade, 1966-70: 

Total U.S. exports to total U.S. imports---------------------------: 
MNC-related exports to MNC-related imports 'EJ----------------------: 
Exports to majority owned affiliates to imports from majority 

owned affiliates 2/----------------------------------------------: 
Exports to majority-owned affiliates 2/ to total U.S. exports------: 
Imports from majority owned· affiliates E} to total U.S. imports----: 

. Majority owned affiliates' sales outside U.S. to total U.S. 
exports----------------------------------------------------------: 

Majority owned affiliates' sales outside U.S. to MNC-related U.S. 
exports 'EJ-------------------------------------------------------: 

Eight High 
Technology 
Industries 

168 : 
396 : 

: 
473 : 

45 : 
·16 : 

169 : 
: 

203 : 
: 
: 

124 : 
433 : 

: 
425 : 

46 : 
13 : 

229 : 

289 : . . 

Ten medium 
Technology 
Industries 

232 : 
191 : 

294 : 
15 : 
12 : 

242 : 
: 

536 : 
: 
. 

171 : 
149 : 

167 : 
11 : 
11 : 

299 : 
: 

777 : 
: 

Seven low 
Technology 
Industries 

62 
142 

88 
12 

8 

185 

433 

81 
193 

120 
11 

7 

180 

487 

1/ See table 2 for classifications of industries by R & D intensity. 
shown in table 2, except for transportation equipment. 

This table includes all industries 

2/ See table 4 for definitions of "MNC-related" and "affiliate" trade. 

Source: Table 2 and chapter III. Underlying trade data are from U.S. Department of Commerce, Bureau of 
Economic Analysis, International Investment Division. 
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chapter III, its trade experience is dominated by a massive deterio

ration in the U.S. balance of trade in automotive products with Canada, 

a change directly attributable to the automotive agreement between 

the two countries, and a change which has little or nothing to do with 

the level of technology in the U.S. motor vehicle industry. 

The message of table 4 is fairly clear. With respect to the 

levels of MNC-related trade in manufactures in 1970, associations 

between MNC-related exports and R&D or technological intensity are 

considerably stronger than those for the comparable imports. In 

fact, none of the correlations for the import series is statistically 

meaningful, so that essentially no relationship between MNC-related 

imports and technological intensity is visible. Generally, with 

respect to the export series, the rank correlations--i.e., compari

sons of how industries rank as R&D spenders relative to sales and 

how they rank as exporters--are stronger than the linear correlations 

(comparisons of the values of the series). 

Thus, the statistics in table 4 suggest that the MNCs--especially 

in trade with the U.S. generated by their overseas affiliates--still 

~etained in 1970 a strong bias toward heavy exports of high-technology 

goods, with no apparent tendency for the MNCs in the higher techno

logy industries to be contributing much if anything to imports of 

higher technology goods. However, this evidence only validates that 

the MNCs play a significant role in the superior position which the 

United States still retains as an exporter of items embodying advanced 

teci+nology. It does not address the question whether changes in MNC-
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related trade during th.e 1966-70 period had any part in the observed 

deterioration of the U.S. position. Here, in fact, the correlations 

draw a blank. For the "change" variables--expressed either as abso-

lute changes in trade or as relative changes--the table is void of 

statistically significant results. 

The statistics in table 5 help to resolve this conundrum. They 

show that with respect to both levels of and changes in trade, the 

MNCs in the high technology industries lead the pack. On the one 

hand, they exceed the comparable all-firm performance in the high 

technology group and, on the other had, their showing is better than 

the performance of the MNCs in the medium and low technology classifi-

cations. Generally, the medium technology MNCs, while not performing 

as well as the high tech~ology group, still show better results than 
'\ 

the MNCs in the low technology class. 

Of special interest in table 5 are the performance ratios relat-

ing sales of MNC affiliates outside the United States and U.S. exports--

both aggregate export shipments and those of the MN Cs. As far as 

levels of trade and sales are concerned, the ratios show, of course, 

that affiliates' foreign sales considerably exceed U.S. exports in 

all three technology intensity classes--but that the ratios by which 

this excess is measured are lower in the high technology group than 

in the other two. In all three technological intensity classes, the 

ratios of changes in affiliates' sales outside the United States to 

changes in either total U.S. exports or MNC-related exports all are 
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greater than 100 percent--which indicates of course that the affili

ates' foreign sales grew much faster than U.S. ~xports. Yet the 

more relevant of these two change measurements--the ratio of new for

eign sales by affiliates to new MNC-related exports--clearly indic

ates that the growth of affiliates' foreign sales relative to MNC

related exports was slowes~ in the high technology industries. In 

these industries, affiliates sales abroad grew 2.9 times as fast as 

MNC-related exports; in the medium technology group their growth was 

7.8 times as fast; and in the low technology industries it was 4.9 

times as fast. 

It now is possible to move to~ard an overall interpretation of 

how the MNCs have affected U.S. trade in high technology goods, with 

emphasis on changes in trade between 1966 and 1970. First, aggre

gate new U.S. exports of high-technology items were only about 1.2 

times as large as aggregate new imports in this class, but the com

parable ratio for MNC-related trade was 4.3: The MNCs produced more 

than four times as much in new exports as in new imports in the high. 

technology category, easily outperforming the non-MNC portion of the 

economy in the process. The ratio of new exports to affiliates to 

new imports from affiliates was about the same as that for overall 

MNC-related trade. Moreover, new exports of high technology goods 

to affiliates represented about half (46%) of aggregate new U.S. 

exports of such items, while new imports from affiliates were only 

13.percent of aggregate new imports. All told, therefore, the direct 



effect of MNC operations on U.S. trade in high technology goods was 

favorable, and clearly superior to the performance of non-MNC firms. 

This conclusion still leaves in question the indirect trade 

effects--i.e., the erosion of U.S. export markets that may have 

occurred through the sales of MNC affiliates in foreign countries. 

That such sales rose considerably faster than U.S. exports of high 

technology goods is beyond question, although the rise was much less 

steep than in the cases of medium and low technology industries. 

Thus, there is prima facie evidence of an erosion of U.S. export 

markets· by foreign sales of MNC affiliates abroad. Whether this can 

be considered "erosion" in an economic sense depends on how much of 

the new market found by the affiliates abroad could have been retained 

or obtained by U.S. domestic producers in the affiliates' absence. 

The overall market that could have been eroded by the affiliates' 

foreign sales may be defined as that measured by the sum of U.S. 

exports and the affiliates' foreign sales. U.S. exporters of high 

technology products held 43 percent of the market thus defined for 

those products in 1966. The total market grew over the 1966-70 

period by $12,396 million. If U.S. exporters had retained their 

1966 share, they would have increased their exports by 43 percent of 

the total market growth, or $5,330 million. The actual growth of 

U.S. exports, however, was only $3,765 million. The difference 

between projected new exports based on U.S. exporters' 1966 market 

share and actual new U.S. exports may be taken as a rough measure of 

the erosion which may have taken place as the market grew--on the 
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assumption that U.S. exporters could. have a.one at least as well as 

in 1966 against foreign (non-affiliate) competition in markets for 

the same kind.s of goods. The difference amounts to $1,565 million. 

The affiliates' foreign sales of high technology goods actually 

increased by $8,631 million. If the affiliates had made no gains 

over the period in market share, as compared with U.S. exporters, 

their new sales would have been $1,565 million--or 18 percent--less 

than they actually were. This 18 percent figure is the correct number 

to focus on as the proportion of the affiliates' new foreign sales 

of high-technology,goods which might be said to have eroded the for

eign market share of U.S. exports of such goods in the 1966-70 period. 

It is a maximum and it implies that 82 percent, or about $7.1 billion, 

of the affiliates' total increase in foreign sales of $8.6 billion 

had no erosive effect whatever on U.S. exports' share of the foreign 

markets served by them and affiliates' sales together. 

Having narrowed the possible erosion of U.S. export markets for 

high technology goods by new sales of the MNCs' majority-owned affili

ates over the 1966-70 period down to this figure {18 percent .of the 

affiliates' new foreign sales), the analysis can go no further. 

Whether one decides to attribute this 18 percent (or $1.6 billion) 

of new sales to the MNCs as their "responsibility" depends on the 

assumption one makes about whether U.S. exporters (including the 

parent MNCs) could have held on to their 1966 market share in the 

MNCs' absence. Such assumptions are articles of faith. The hard 
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results of the foregoing analysis have been to show, first, that the 

MNCs' direct impact on U.S. trade in high-technology goods has been 

strongly favorable and much superior to the performance of the non

MNC firms in the high-technology industires; second, that the direct 

contribution of the MNCs has been more favorable to U.S. trade per

formance in the high-technology sectors than in either the medium 

or low technology industries; and, third, that the indirect effects 

on U.S. trade produced by the MN Cs' affiliates 1 sales abroad probably 

were small relative to the size of the affiliates' total new foreign 

sales. · 

R&D in the Multinational Firm 

This section discusses the allocation of R&D functions and costs 

among the MNCs' worldwide operations. It seeks to.answer the follow

ing questions. What are the MNCs' R&D policies? Can they be typified 

for the MNCs as a group? Do they provide results for the foreign 

affiliates at heavy cost to domestic R&D in the United States? Do 

they transfer U.S. technology to foreign hands? 

The actual expenditures on R&D abroa~ by the MNCs are but a 

small fraction of the MNCs' R&D effort in the United States. Overall, 

in 1966 the MNCs in manufacturing spent about $7.6 billion on R&D 

in the United States and only $526 million abroad (or 6 percent of 

their total expenditures--see table 6). The manufacturing total was 

about 90 percent of the R&D expenditures by MNCs in all industries. 

Most of the foreign R&D was conducted in three countires--Canada, the 
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....._ 6.-R • D ependiag '117 ""'1t1Dational tinta in manutacturiag 

'.1mount1 &a l!J.M&2111 2t A2;u.s1l 
1966 1pendiag Imputed 1970 apendi·ng 

In u.s.: Abroad ·'lotal ' Percent ot total 
Perc.ni of 

I In Abroad. Abroad : Total : Total total (B) 

: Amount Amount Amount : In .u.~. : Abroad : U.B. 3f (A) JI (BJ 'JI :(A) JI ~(BJ'.!/ fD : Abroad 
: : bm:s1ili l: hmenllli l: u.s. : 

All manutacturillg 7 ,59!1 586 B,124 94 6 9,197 646· 770 9,B43 9,96T 92 B 

Food products _, 136 lB lsii 88 12 176 24 26 200 202 BT 13 
Grain mill prodUota- 41 2 43 95 5 53 3 3 56 56 95 5 
Other--------------: 95 16 lll B6 14 123 2l 23 144 146 B4 16 

Paper and allied product•-----: 64 3 6T 96 4 B7 91 91 96 

Chemicals l,25B 74 1,332 94 6 l,556 103 lOB 1,659 l,664 9b 6 
Drugs-------------: 303 25 32B 92 B 460 40 37 500 497 93 T 
Soaps and cosmetics---------: 66 13 T9 B4 16 TB 15 19 93 97 Bo 20 
Industria.1 chemicals--------: TTT B TB5 99 l BTl 9 12 BBO BB3 99 l 
Plastics--------------: 31 12 43 72 28 54 2l 17 T5 Tl T6 24 
Other-----------------: Bl 16 97 84 16 93 lB 23 ill 116 Bo 20 

Rubber products l27 4 131 97 3 169 6 1T4 175 9T 

Primary and fabricated metals----: 312 10 322 97 3 363 11 15 3T4 3TB 96 
Primary (excl.. aluminum)-------: 130 5 135 96 4 152 6 T J.5B 159 96 
Fabricated ( excl., aluminum, 

copper, and brass)------: J.38 J.43 9T 3 160 B 165 l6B 95 
PrimarY and :tabricated aluminum 

and other------ -: 44 0 44. J.00 0 51 0 0 51 51 100 0 

Nonelectrical machinery---------: T43 90 B33 B9 11 9B4 120 132 1,104 J.,ll.6 8B 12 
Farm machinery aud equipment-----: ll.9 l.3 J.32 90 J.O J.5T lT 19 174 176 89 11 
Industrial. machinery an1. equip-
ment---------------: 184 44 22B Bl 19 246 58 : 64 304 310 T9 21 

Otf'ice machines- lOB 5 J.13 96 4 J.38 6 : T 144 145 95 5 
Electronic computing equipment 

and other------------: 332 2B 36o 92 B 443 39 42 482 4B5 91 9 

Electrical machinery--.:.-------: J.,B14 103 l,917 95 2,172 lll l5J.· 2,2B3 2,323 93 
El.octrical machinery and equip-

ment 1/-------------· -: l,100 13 l,ll3 99 l l,325 13 19 l,33B 1,344 99 l 
Radio, TV, electronic compqn.ents-: 685 2B 713 96 4 826 34 41 B6o B6T 95 5 
Other-------------------: 29 62 81 23 TT 21 70 91 91 112 19 Bl .. 

134 2,611 Transportation equipnent--------: 2,537 95 5 2,790 147 196 2,93T 2,986 93 7 
Textiles and apparel.-------: 29 0 29 100 0 36 0 0 36 . 36 100 0 
Lumber, wood, and turniture-----: 25 61 86 29 Tl 30 73 B9 103 : 119 25 T5 
Printing and publishing-------: 11 0 lT 100 0 2l 0 0 21 2J. 100 0 
Stone, clay, and glass-------: 103 4 lOT 96 4 J.50 6 6 J.56 156 96 4 
Instruments-------------: 372 2J.. 393 I 95 '·- 5_.1 ,_.590 31 ll. 621 621 95 5 
Other-----------------------: 61 4 65 94 6 73 5 6 T8 T9 92 8 

!/ Includes household appliances. 
gj Estimates from tabl.e J.. · ¥t Based on diatribution of l.966 between domestic and foreign R • D in eacb induetr)". 
JY Based on (hypothetical) growth ot 10 percent per 7ear 1n R • D spending abroad. 

Sources: Table l, and U.S. Department ot Ca:amerce,.Butteau ot Ec?n.cmic Analysis, International lnveetment Division. 
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United Kingdom, and West Germany--with the remainder spread rather 

thinly around the rest of the world. The following tabulation illus-

trates, showing the percentages of R&D conducted outside the United 

States in various countries by manufacturing MNCs in 1966: 

can:ada----------------------- 27 
United Kingdom--------------
West Germany-----------------
France-----------------------

25 
20 

8 
Other, including Australia, 

Belgium, Italy, and the 
Netherlands in particular-- 20 

Table 6 contains two alternative estimates of the MNCs' R&D 

expenditures in 1970. These are not intended to be definitive, but 

rather to show.simply that, even under fairly generous assumptions 

about how fast the MNCs' foreign R&D spending may have grown after 

1966, it probably still remained quite small compared to R&D outlays 

by the MNCs in the United States and worldwide. Estimate A, which 

is based on the notion that the foreign portion of the MNCs' R&D 

outlays merely kept up with the growth of spending by the MNCs in 

the United States, shows the foreign total for manufacturing MNCs at 

$646 million, six percent of the estimated worldwide total, as in 

. 1966. Estimate B posits that the foreign ·portion expanded at a steady 

ten percent per year between 1966 and 1970; on this assumption, the 

foreign share of the world wide total rises to a still-small.eight 

percent, or $770 million. 

Table 6 outlines the distribution of domestic and foreign R&D 

expenditures by the MNCs among industries. In most industries, the 

for~ign share of worldwide outlays is low, but in a few it rises rather 

high. To facilitate discussion of R&D spending in these industries, the 



following tabulation lists those in which the foreign share is 10 

percent or greater, with the recorded share noted: 

"Other" electrical machinery--------------- 77 
Lumber, wood, and furniture---------------- 71 
Plastics----------------------------------- 28 
Industrial machinery and equipment--------- 19 
"Other" chemicals-------------------------- 16 
Soaps and cosmetics------------------------ 16 
Food products (excl. grain mill products--- 14 
Farm machinery and equipment--------------- 10 

Some of the relationships revealed by these figures are spurious, 

and they can be ignored with a fair degree of confidence that they 

result from misspecifications of where the R&D funds were spent, 

especially on the U.S. side. This applies to the two catchall "other" 

categories; lumber, wood, and furniture; and plastics. In each case, 

domestic R&D expenditures properly allocable to these industries were 

listed under other industries, so that the proportions of worldwide 

expenditures "accounted for" by foreign R&D spending were inflated. 

In all these cases, the misspecifications are not large enough to 

alter materially the relationships shown in Table 6. 

The foregoing eliminations leave for serious discussion the 

industrial and farm machinery industries, soaps and cosmetics in the 

chemicals group, and the food products industry. All have one essen-

tial characteristic which "explains" relatively higher levels of 

foreign R&D spending than in the rest of manufacturing: the existence 

of a high level of product differentiation based on special factors 

that differ rather widely among countries. For soaps, toiletries, and 

food products this characteristic is especially important. Here, 

"tastes"--meaning cultural factors that determine demand patterns--

play a key role and require heavy expenditures on tailoring products 
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to meet local consumers' requirements (real or imagined) in the host 

countries. In the two machinery industries listed, a similar kind of 

phenomenon prevails but it is more fundamental than merely differences 

in "tastes." Industrial machinery designs often need to be fitted to 

the systems and production conditions prevailing in local plants, and 

these can differ from those found in the United States. Similarly, 

foreign modes of agricultural production different from those found 

in the United States require altered--and sometimes entirely different 

--farm machinery designs. In all of these cases, the problems of 

product differentiation are sufficiently large--and sufficiently 

exclusive to the host country environment--that it is economic to 

perform the necessary R&D, product-testing, and market testing on the 

spot, under local conditions and probably with knowledgeable local 

staff, Often, the "R&D" involves little more than the alteration of 

a basic U.S. product--modifying the design of a machine or tractor, 

for example, or altering slightly the formula for a laundry soap or 

shampoo--but in other cases it can take more fundamental forms. 

Surveys of multinational companies show that practically all of 

the basic research of U.S. industry is done in the central research 

headquarters in the United States. The few companies which have 

established overseas laboratories do more development work there 

than research. A few, notably IBM, farm selected research projects 

out to the foreign affiliate. Duplication of efforts by the parent 

and the foreign affiliates is shunned because of the high cost of 

research. 

Most of the development tends to be in the United States also, 
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because the U.S. market is large and provides perhaps the best test

ing ground for new products (excepting products like food and cosmetics 

where national tastes and cultures are very different). European 

companies with affiliates overseas have an even tighter centralization 

of R&D efforts than American MNCs--with Royal Dutch Shell providing a 

notable exception. 

Centralization of research also is governed by the prevailing 

view that R&D professionals work better when there is an aura of 

success within the group. This feeling of success is more readily 

gained within a large organization working on many projects, at least 

some of which are successful. If one of the research divisions is in 

another country and fails to produce, not only does the company fail 

to attract good new men there, but also the estimation by the parent 

of the desirability of continuing the work or maintaining the research 

affiliate might be more negative than if it were located in the 

central organization. At one time, research directors as a group 

felt that the optimum number of professionals in an R&D unit was 

between 1,000 and 5,000. More recent surveys have turned up several 

companies which now feel that groups of as many as 6,000 are economic 

and efficient. 

There are other problems with having separated research units. 

If a foreign research facility does produce some striking and useful 

results, the problem arises of where they should be "innovated." 

Should they be production tested first in the United States or abroad? 

Where should they be market tested? To keep an elan in the foreign 

country where the research was successful, some managers have felt 
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it almost necessary to permit initial production and marketing there. 

But that market might not be the best for testing in either the short 

or long term. Such problems are avoided by proceeding with the devel

opment in the parent's facilities and then deciding where the best 

foreign location should be for later innovation or production. 

Considerations such as .the foregoing ones on the part of the MNCs 

have led to a pattern whereby new products are normally introduced 

first in the market of the parent, and only later, usually af'ter an 

interval of Heveral years, are they passed on to the foreign affili

ates. Of'ten, however, pressure by a host government or minority 

partner of an affiliate may cause the transfer abroad of some part 

of the innovative process. 

The few companies which do maintain fairly sizable foreign re

search facilities can cite several reasons for doing so. Pressures 

and encouragements by host governments often are a deciding factor. 

Many governments judge that creative, company-sponsored research in 

their economies will accelerate efforts in other areas of scientific 

activity and innovation. Indeed, the presumed possibility of the 

injection of new technology into the local environment, with its 

stimulative effects on the rest of the economy, often is viewed as a 

reason for encouraging MNC activity despite disadvantages which host 

governments see in such activity oh other grounds (see Chapter I 

where such viewpoints are listed and discussed). Many governments 

even go so far as to offer subsidies to compam±es establishing re

search facilities within their borders; Canada is a good example. 
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Nevertheless, the view that MNC R&D activity is a positive contribu

tion to the host country is not unanimous. Some countries (notably 

France) have argued that MNC-sponsored research can stifle the crea

tion of a domestically owned research base. 

Conducting research abroad often costs less. Professionals and 

technicians may work for lower pay, and subsidies--where they exist-

clearly have a bearing here too. However, lower direct costs can be 

and often are offset by difficulties of communication and coordination 

of research. 

A final justification for doing R&D abroad lies in the simple 

observation that the host country may actually have a more advanced 

technology in particular industrial fields than that to which the MNC 

has access domestically. The MNC has a better chance of obtaining 

some of that technology if it has an R&D operation on the spot. More 

broadly, a worldwide R&D network can widen the firm's scope and in

crease the probabilities that innovations will be found. Good ideas 

for new products or processes are scarce. Well-dispersed research 

operations not only will contribute to their creation, but also can 

perform intelligence functions by being alert to new ideas generated 

in local universities, among eustemers on the local scene,~and even 

among competitors. 

The costing of R&D within the corporation comes within the 

province of internal accounting. Because neither law nor the stock

holders or other influential groups require detailed revelation of 

the R&D phase of a company's business, companies generally publish--
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or otherwise reveal--descriptions of only a tiny fraction of what 

goes on. Company attitudes in this respect are similar to corporate 

secrecy on other "internal" administrative matters such as salary 

administration for supervisory and management personnel, or transfer

price policies for products made in one division or affiliate and 

"sold" or transferred to another part of the business. 

As discussed earlier in this section, centralized R&D facilities 

are the rule rather than the exception in large MNCs. This centrali

zation tends to govern R&D costing policies. Inasmuch as the companies 

themselves have difficulty in precisely matching the expenses of R&D 

against the actual results and locations in which its fruits are 

realized, there is a.strong tendency to cover the costs of research 

simply by fixed assessments--often based on sales volumes--against 

all operating affiliates, domestic and foreign •. In those cases where 

previously developed technology that can also be well defined--such 

as a product design or a process--is assigned to a specific operating 

affiliate for production, the "overhead" fee for supporting the bud

get of the central R&D organization may be supplemented by a fixed 

royalty payment. In companies which disperse their R&D activities, 

the operating affiliates usually share the total costs on the same 

sort of basis as in the case of centralized research. It is possible, 

however, that a firm which places strong organizational stress on 

geographical differentiation, with "national" companies forming the 

core of its organization, may give a measure of proprietary control 

over R&D to its separate national or regional affiliates. Thus, 
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the "French company" within the MNC's universe may set up and run a 

research facility on its own, charging fees and royalties to other 

affiliates or the parent only when usable technology is developed 

and transferred. 

As a general rule, management attention is not focused primarily 

on R&D costing policies. Pro forma sharing of total R&D costs of the 

worldwide firm continues to be a largely mechanical, non-p&licy matter-

until some "special situationtl arises to demand management attention. 

These "special situations" often have little to do with technology; 

more often, management finds in royalty and fee arrangements a con

venient way to extract profits from a subsidiary when other avenues 

are closed. For example, if an affiliate is located in a high-tax 

country or one that limits profit repatriations, inflated fees and 

royalties (including "management" fees) furnish a simple way of getting 

the profits home without calling them such. Another example: an MNC 

whose affiliate is partly owned by foreign citizens or goverrunents 

could rig the profit split in its own favor by overcharging the affili

ate for technology or management services. Royalties and fees remitted 

aproad come off the top of the income statement as costs, thus reducing 

the eventual declared profit on which taxes must be paid and out of 

which foreign shareholders must be recompensed with dividends. 

In the current state of knowledge about how R&D is conducted, it 

is not possible to evaluate with even a semblance of definiti· ·ness 

the extent to which the R&D costing policies of the MNCs may or may 

not have the effect of "giving away" U.S. technology. rhe best that 
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can be done is to suggest some sensible approaches to looking at the 

problem. 

Perhaps the most important point is that in the MNC context, as 

opposed to technology transfers under licensing and similar agreements 

with unrelated foreigners, neither ownership nor proprietary control 

of technology pass from American hands. To the extent, therefore, 

that affiliates receive and pay for U.S.-developed technology, that 

technology remains a possession d~ U.S. citizens. Thus, a clear dis

tinction must be made between the GWnership of technology and the 

locus at which it is employed in production. Clearly, there are 

greater direct economic benefits to the United States in cases where 

ownership and production location are both domestic. But if technol

ogy moves abroad, the loss probably is less if it flows to an affili

ate than if it is sold or rented to a foreigner. 'l'he affiliate may 

pay no more than the foreigner would in royalties, but (a) returns in 

the form of profits from production using the technology accrue to 

U.S. citizens; and (b) diffusion of the technology to the proprietary 

ownership of foreigners is longer delayed than in the case of a 

direct transfer to an unrelated firm. Thus, the U.S. firm, if it is 

an MNC, tends to capture more of the fruits of technological advance 

than does the non-MNC, while it can rapidly achieve a greater presence 

in the foreign market without rapidly turning over its technology to 

foreigners for exploitation. 

Because most of the MNCs, especially those in high technology 

industries, conduct centralized research for their worldwide operations 

in the United States, and because they usually finance R&D costs by 
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assessments against all affiliates, it is possible for foreign 

affiliates to pay for R&D in the United States from which they 

receive no benefit or only delayed benefit. Much R&D leads to dead 

ends; that is why it is carried as an overhead cost. Current·R&D 

spending may produce results only in the distant future, yet operating 

affiliates pay for it on a current basis. As a general rule, there

fore, the larger the proportion of an MNC's sales that is realized 

outside the United States, the higher the share of foreign affiliates 

in U.S.-based R&D costs. A plausible but hypothetical example of how 

R&D costs are shared in a particular firm might be the following. 

Suppose that a given firm has a $100 million R&D budget, of which 25 

percent is financed by Federal Government funds, the rest with company 

funds. Suppose, in addition, that half its sales are generated 

abroad by foreign affiliates. The cost of the R&D operation may 

therefore be shared in the proportions of 25 percent by the Federal 

Government, 37.5 percent by domestic operating subsidiaries, and 

37,5 percent by foreign operating affiliates. Thus, the lower the 

share of the U.S. Government and the higher the proportion of sales 

generated abroad, the greater will be the share of domestic R&D in 

the United States borne by the foreign part of the business. This, 

clearly·, is an input :!?..£. U.S. technological muscle, not an extraction 

from it. 

The extraction comes, however, in the form of U.S.-developed 

technology that is made available to foreign affiliates for produc

tion abroad. Theoretically, all the technology available to the 
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parent MNC is available to its affiliates. In practice, this is 

rarely the case. The foreign affiliates may have less immediate 

access to U.S.-developed technology than do domestic operating 

affiliates in the United States, so that, if they share R&D costs 

equally with the domestic subsidiaries, they may pay for more than 

they get. This can occur for several reasons. As a matter of 

strategy, large firms with semi-monopolistic market positions (which 

are characteristic of the important MNCs) will introduce new products 

to their markets only when older products cease to generate accept

able returns. If a firm is technologically superior to its foreign 

competition, it may hold back on transferring its first-line technol

ogy even to its own affiliates until either (a) a slightly older 

technology eeases to provide sales growth at a satisfactory rate; or 

(b) competition by foreign firms forces the introduction of the new 

technology as a means of protecting a market share. 

To sum up, in the interaction of the MNCs' affiliates' bearing 

of R&D costs and the benefits that accrue to them in the form of new 

products and processes, there is a.possibility that the affiliates 

(at least in some industries) may contribute more to R&D in the .. 

United States than they take from it--and a virtual certainty that 

their net withdrawal of technology from the United States (if it 

exists) is not as large as the gross a.mount which is transferred. 

Technology Transfers 

Technology is diff'used within and among countries through two 

conceptually distinct channels. The first or "direct" route involves 
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expansion of the enterprise which owns or controls the technology, 

via direct investment in new production facilities and direct trans

mission of the technology to the affiliate. The second or "indirect" 

route involves the saie or rental of technology to an unrelated firm, 

for a fee or royalty. It obviously entails the relinquishment of 

m~re proprietary control over the technology than in the case of a 

direct transfer. 

At its minimUill, technology transfer can be merely selling a 

license to another company (related or unrelated) to manufacture a 

product that has been patented by a licensor. At its maximum, it may 

become a long, complex process. If the recipient firm is unskilled 

in the technology or needs more information than is given in the 

patent, it may pay a higher fee and buy the complete "knowhow" as 

well. Such knowhow frequently goes beyond technology and mechanics; 

it can include managerial and marketing skills and, in many cases, 

some unique knowledge possessed by only one or a few individuals. In 

other words, technology can be transferred in two basic forms. One 

form'·is physical, consisting of items such as drawings, tooling, 

machinery process information, specifications, and patents. The 

other form is personal contact. If the technology is embodied in 

people's expertise, a personnel transfer may be necessary--o~en in 

the form of a technical-assistance program. Generally the extent of 

technology transfers between U.S. companies and foreign firms-

affiliated and non-affiliated--is therefore related to the amounts of 

royalties and fees remitted for patent rights, licensing arrangements, 
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rentals, managerial services, research and development, and other 

charges. The ease and cost of transfer, as well as the fees to be 

charged, hinge on the industrial skills of the donor and the 

recipient. 1/ 

When international technology transfers are at issue, most firms 

prefer direct transfers bf technology to new or existing affiliates--

provided that they have the resources with which to create such 

affiliates--chiefly because retention of the technology within the 

firm is thereby insured. Several subsidiary or related reasons also 

come into play. These include situations where (a) control over 

1/ A firm skilled in the manufacture of some general line of products 
will find it easy and inexpensive to obtain the technology for a new 
product within that line. The opposite will hold if the transfer en
tails a substantial advance in the technical level of the new producer. 
The extent to which disparities in skill between donor and recipient 
will come into play depends in large part upon the kinds of information 
to be transferred. Following G.R. Hall and R.E. Johnson ("Transfers of 
United States Aerospace Technology to Japan," in R. Vernon, ed., The 
Technology Factor in Foreign Trade, MIT, 1970), types of technological 
information can be classified as "general," "system-specific," and "firm
specific" technologies. General technology is information common to an 
industry; it is held by all firms in the industry, and hence is the 
ticket of admission to the industry. It may be very difficult and 
costly to transfer internationally because of its heavy content of gen
eral educational skills which are time consuming to impart and may be so 
expensive to teach that societies as a whole must undertake the costs. 
System-specific technology is information that differentiates each firm 
from its rivals and provides its competitive edge. It relates to the 
manufacture of specific items. Firm-specific knowledge differs from 
system-specific knowledge in that, while unique to the firm, it may 
not relate to a single product or system. For example, a firm may have 
special capabilities in thin-wall casting or metallurgical techniques, 
but these capabilities may not necessarily be attributable to any spec
ific item that the firm has produced. Because firm-specific technology 
is more likely to be embodied in people rather than patents and other 
physical forms, it is more costly to transfer than a system-specific 
technology. Firms are most willing to transfer system-specific technol
ogy because, being more physical in form, i.t is more easily duplicaple. 
They are least willing to transfer firm-specific· technology because, 
being based more on interpersonal dynamics than any other factor, it can 
be retained as a proprietary asset for a longer period. 



596 

present and future market development is desired, particularly with 

products and techniques having a longer life cycle; (b) the firm 

fears licensing will result in the giveaway of valuable knowhow or 

will threaten its- position in important established markets; (c) the 

transfer would involve a broad line of products or is an integrated 

part of marketing and financial management; (d) the technology is 

complex to the degree that a long and sustained relationship would be 

required to effect the transfer; (e) there is concern over protecting 

the product standards;·or (f) there is a desire to avoid certain 

antitrust implications of licensing to non-affiliated companies, 

particularly the attempt to include geographic or marketing limitations 

in the licensing agreement. 

Whether technology--flows via a direct or an indirect route, it 

is quite certain that an MNC--i.e., a firm with direct investments in 

at least some locations abroad--will be the transferrer or recipient, 

usually the former. This does·mot occur because the firms involved 

are MNCs; it occurs because the MNCs happen to be technologically the 

strongest firms in their domestic industries. As a result of this 

strength, the MNCs are by far the principal vehicle for the transfer 

of technology from the United States to foreign countries. 

MNCs may favor licensing over direct investment where (a) the 

market is too small to warrant investment, or the product cycle or 

proprietary position is ephemeral; (b) the firm has a marketable 

technology but lacks the resources or experience for more expanded 

direct investment; (c) further direct investment is precluded by 



597 

legal restraints or seems to involve high risk and uncertainties of 

a political or economic nature; (d) reciprocal benefits are obtainable 

through cross-licensing; (e) patent litigation or competitive technol

ogical development may thereby be avoided; (f) it provides an entree 

to foreign markets with~ut as large a capital outlay as that required 

for a direct investment; 'fr,g) royalty taxes are lower than corporate 

taxes on business conducted through a permanent establishment; (h) a 

firm can establish its trademarks and maintain its foreign patent 

rights abroad through licensing arrangements; (i) licensees can ex

plore the foreign market for a product, saving a U.S. firm money 

which might otherwise have been invested unwisely; or (j) it is a 

means of complying with governmental restrictions, both domestic and 

foreign, on overseas investment without entirely giving up market 

presence (e.g., there has been no alternative to licensing in Japan,. 

where incoming direct investment flows have been officially restricted, 

and severely so, during the postwar period). 

The procedures by which firms establish "prices" at which tech

nology is transferred are almost notoriously non-economic. In the 

case of direct transfers to foreign affiliates, "pricing" may depend 

less on the value of the technology transmitted than on the overall 

financial strategy of the firm. Yet the pricing of indirect transfers 

as well is an imprecise art. The foreign licensee may be willing, in 

the end, to pay a sum equal to his (secret) expectations of profits to 

be earned by the use of the technology in an uncertain future. However, 

the licensor's own calculations of what these profits might be are 

likely to be lower; were they to be identical or higher, the licensor 



might very well decide to enter the foreign market via the direct 

investment path (except in countries like Japan where regulations 

preclude following such a course). Prospective licensors frequently 

put such a low value on the prospective licensees' expectations that 

the income from a license is viewed as a sort of windfall; firms with 

such views will take what they can get for a license, without arguing 

too hard for a higher price. The essential point, therefore, is that 

technology transfers are rarely if ever priced according to rigorously 

applied present-value discount techniques. Instead, both parties to 

a transaction are likely to hew to going rates on past transfers of 

similar technology, basing their agreements on old, but not necessarily 

accurate, formulas. 

As a result, there is little certainty that published figures on 

inbound and outbound payments of royalties and fees actually measure 

the value of technology transferred in the past. Our imprecise 

knowledge of the technology transfer process suggests that royalty and 

fee payments on "direct" transfers account may overstate the value of 

the technology involved, whereas the "indirect" account may be an 

understatement--but it is not possible to pronounce on the degree of 

bias that might be present in either case. 

In table 7 the available data on receipts and payments for 

royalties and fees by the United States are outlined for the years 

1960 through 1971. Net incoming payments·, at $2 ,275 million in 1971, 

were nearly four times as large as they had been in 1960. Over the 

period, outbound payments have tended to run at about ten percent of 
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Table 7.--Payments and receipts on royalties and fees accounts, 1960-1971 

(.Alllount s in millions of dollars) 

Direct flows Percentages 

'.Indirect Total, of total 
Year Royalties, Management :direct and: 

Total license fees, and flows indirect Direct Indirect 
:and rentals J.1.. :service fees: 

Recei;ets: 
1960-------------~---------: 403 NA NA 247 650 62 38 
1961----------------------~: 463 NA NA 244 707 66 34 
1962------------------------: 580 NA NA 256 836 : 70 30 
1963------------------------: 659 NA NA 273 932 71 29 
1964------------------------: 756 264 492 301 1,057 72 28 
1965------------~-----------: 924 331 593 335 1,259 73 27 
1966------------------------: 1,030 361 669 353 1,383 75 25 
1967------------------------: 1,140 438 702 398 1,538 75 25 
1968------------------------: 1,246 522 724 454 1,700 74 26 
1969------------------------: 1,394 655 739 501 1,895 74 26 
1970---------------------~--: 1,620 793 826 579 2,199 74 26 
1971------------------------: 1,874 940 934 621 2,495 75 25 

Payments: 
1960------------------------: 35 NA NA 40 75 47 53 
1961------------------------: 43 NA NA 46 89 49 51 
1962------------------------: 57 NA NA 44 101 57 43 
1963------------------------: 61 NA NA 51 112 55 45 
1964------------------------: 67 NA NA 60 127 53 47 
1965------------------------: 68 NA NA 67 135 51 49 
1966------------------------: 64 NA NA 76 140 46 54 
1967------------------------: 62 NA NA 105 167 38 : 62 
1968------------------------: Bo NA NA 106 187 44 ': 56 
1969------------------------: 101 NA NA 120 221 46 54 
1970------------------------: 111 NA NA 114 225 50 50 
1971------------------------: 94 NA NA 126 220 43 57 

Net flows: 
1960------------------------: 368 NA NA 207 575 64 36 
1961------------------------: 420 NA NA 198 618 68 32 
1962------------------------: 523 NA NA 212 735 72 28 
1963------------------------: 598 NA NA '• 222 820 73 27 
1964------------------------: 689 NA NA 541 930 75 25 
1965-------------~---------: 856 NA NA 268 1,124 77 23 
1966---~--------------------: 966 NA NA 248 1,214 80 : 20 
1967------------------------: 1,078 NA NA 292 1,370 79 21 
1968------------------------: 1,166 NA NA 334 1,500 78 22 
1969------------------·------: 1,293 NA NA 387 1,680 .77 23 
1970------------------------: 1,509 NA NA 465 1,974 76 24 
1971------------------------: 1,780 NA NA 495 2,275 78 22 

11 Excludes film rentals of ~bout $306 million annualiy. 

Sources: U.S. Commerce Department, Policy Aspects cf Foreign Investment by U.S. Mi_tltinational Corporations, 
January 1972 and Survey of Current Business, various issues. 



inbound flows~ so that the rise in the latter has dominated the 

growth of the net flows account. Whereas, on the payments side, 

direct and indirect flows each account for about half the total, both 

the receipts and the net flows come in greater propOi.·t:t.on--..,.about tbree 

quarters--from direct transactions. The receipts on direct account 

are about equally divided between "royalties, license fees, and rentals" 

and "management a.nd service fees.'' 

In 1966 (the last year for which actual MNC figures are available), 

the :MNCs accounted for·$1,074 million, or 88 percent, of the total net 

receipts of $1,214 million recorded in table 7. Some $590 million, 

or 55 percent, of these net MNC-·relatEOd receipts a.rose in the manufac

turing sector. The $966 million recorded for all industries in table 

7 as net direct flows (which are, by definition, MNC-related) amounted 

to 90 percent of the MNC-related total. This implies that $108 

million of the $248 million in recorded indirect flows also wA.s attri

butable to the MNCs. Thus, these payments figures valiciate that the 

:MNCs overwhelm the non-MNCs as recipients of payments for technology 

transfers. 

In table 8, the $590 million in net receipts by manufacturing 

enterprises in 1966 is disaggregated int•) figures foi1 twenty-three 

individual subsectors of manufacturing. These figu:res are then 

compared with the level of affiliates' sales abroad and with the MNCs' 

domestic R&D spending in the United Sti:..te·:-;. The a:rray inc'l.icates that 

the receipts of the various industries are far from evenly spread; 

the first seven industries listed account for $359 million, or 61 

percent, of the $590 million total. Moreover,· while the rankings of 
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Table 8.--Net royalties and fees received by MNCs in 1966 compared with affiliates' 
sales and JINCs' domestic R & D spending 

Industry 

Electronic computing equipment, office . 
machines, farm machinery and equipment, 
and miseellaneous nonelectrical 
machinery--------------------------------: 

Transportation equipment-------------------: 
Drugs--------------------------------------: 
Rubber products----------------------------: 
Food products (excl. grain mill products)--: 
Industrial machinery and equipment---------: 
Miscellaneous chemicals--------------------: 
Soaps and cosmetics------------------------: 
Instruments--------------------------------: 
Plastics-----------------------------------: 
Miscellaneous electrical machinery and 

equipment (incl. household appliances)---: 
Fabricated metals (excl. aluminum, copper, : 

and brass)-------------------------------: 
Electronic components, radio, and TV-------: 
Paper and allied products------------------i 
Industrial chemicals-----------------------: 
Stone, clay, and glass products------------: 
Miscellaneous manufacturing (incl. 

ordnance, tobacco, leather)--------------: 
Printing and publishing--------------------: 
Electrical equipment and apparatus---------: 
Miscellaneous primary and fabricated metal : 

products, incl. aluminum-----------------: 
Textiles and apparel-----------------------: 
Grain mill products------------------------: 

Net 
royalties 
and fees 
received 

Million 
dollars 

98 
82 
46 
37 
34 
32 
30 
25 
25 
24 

24 

22 
18 
15 
15 
15 

11 
10 

9 

7 
6 
4 

Net royalties and fees 
as percent of--

Affiliates' MNCs' U.S. 
foreign R & D 
sales spending 

2.1 17.6 
.7 3.2 
.3 15.2 

1.7 29.1 
.1 35.8 

1.4 17.4 
1.5 37.1 
1.5 37.9 
1.6 6.7 
1.5 77.5 

.8 11 62.0 

1.1 15.9 
1.4 2.6 

.7 23.4 
1.1 1.9 
1.3 14.6 

1.2 18.l 
2.6 58.8 
1.1 11 1.4 

.2 4.o 
,7 20.6 
.4 9.8 

Lumber, wood, and furniture----------------:~~~~-----~~~~--=-..;......~~~~...:...;;. 1 .1 4.o 
Total, all industries-----------------: 590 1.1 7,7 

1/ Household appliances excluded in line 11 and included in line 19. 

Source: Basic data from U.S. Commerce Department, Burea~ of Economic Analysis, 
International Investment Division. 

Note: Data include an unspecified amount -- probably between lO·and 20 percent of 
the total shown for net receipts in the first column -- of indirect payments 
from unaffiliated foreigners. Thus, comparing total receipts with affiliates' 
sales overstates the relative share of sales paid by the affiliates themselves. 
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the various industries are broadly the same as these industries' R&D 

intensity rankings (see table 2, p. 561 above), there are some signifi

cant exceptions. Food products (excluding grain mills), for example, 

ranks as number five in terms of net royalties and fees received, but 

it is down near the bottom in table 2 as a "low technology" industry. 

Several of the high technology industries--e.g., instruments, indus

trial chemicals, and electronics--rank much lower as royalty and fee 

recipients than as R&D spenders. These anomalies suggest either that 

(1) the data on international payments for "technology are but an 

imprecise measure of the actual amounts of technology that have flowed 

abroad in the past; or (2) to the extent that the figures do accurately 

measure past flows of technology, some of the important high-technology 

industries appear to have transferred less technology abroad than is 

commonly supposed. Certainly, if the high-technology industries such 

as electronics or industrial chemicals had transferred significant 

amounts of technology abroad before 1966, the royalty figures for 

that year indicate rather small payments for it, whereas the-food 

processors seemed to be profiting rather handsomely from teaching 

affiliated or non-affiliated foreigners how to accompl~sh the technol

ical marvels of putting soup in a can, spicy rice in a box, or vege

tables in frozen packages. 

Fon all manufacturing, net royalty and fee receipts in 1966 

·averaged a mere 1.1 percent of the MNCs' affiliates total sales. The 

percentage rises above two percent in only two industries--the group 

of nonelectrical machinery producers on the first line (2.1 percent) 
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and the printing and publishing industry (2.6 percent). In the 

latter case, the ratio clearly is inflated by a non-technological 

item,,. namely ordinary publishing royalties. These comparisons suggest 

that, relative to affiliates' sales, the levy put on affiliates by 

their parents to bear ~he cost of technology developed in the United 

States is rather small--unless, of course, the technology content of 

the affiliates' sales themselves actually lags significantly behind 

that of the parents' output, in which aase technology transfers to 

affiliates would not have been large. 

In contrast to the low proportion of affiliates' sales accounted 

for by net receipts of royalties and fees, these receipts turn out to 

be rather large in relation to the MNCs' domestic R&D spending. For 

all manufacturing, the average is 7.7 percent, Excluding four indus

tries in which R&D spending is very large, especially in relation to 

the payments f'rom abroad (electrical machinery and equipment, line 19; 

industrial chemicals, line 15; electronics, line 13; and transporta

tion equipment, line 2), the average for the remaining nineteen indus

tries rises to 16.1 percent. Eight of the 23 industries listed in 

table 8 show net royalty and fee receipts equal to twenty percent or 

more of total domestic R&D spending by the MNCs. These calculations 

represent a different way of looking at the issue of technology trans

fers: whereas the rather low figures for the MNCs' receipts on roy

alties and fees account may or may not suggest less transfer of tech

nology abroad than generally has been thought to be the case, these 

receipts nevertheless could be viewed as offsetting the costs of a 
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significant chunk of the heavy amou.."1.ts of R&D which the MNCs them-

selves conduct in the United States. 

Conclusions: The Consequences of MNC Activity 
for U.S. Technological Leadership 

An overall assessment of the ~~ICs' effect on U.S. technological 

leadership can be suggested, although not conclusively validated, on 

the basis of the analysis in this chapter. Up to a point, the MNCs 

seem indicted by their clearly established roles as undis~uted leaders 

in the generation of riew technology in the United States and, conse-

quently, equally undisputed leaders in the large net flow of technology 

to foreign countries which has occurred in recent years. Yet the bad 

effects on the MNCs' trade in high technology goods which one would 

expect as the logical result of these roles cannot be found on the 

evidence presented. Instead, the r~verRe seems to be the case, de~ 

spite good evidence that the MNCs in high t~chnology industries are 

placing more capital abroad, in comparison with new domestic invest-

ment, than are the MNCs in either the medium or low technology indus-

trial groups. The direct erosion of the U.S. comparative e.dvantage 

in trading high technology goods is concentrated in the performance 

of non-MNC firms. The MNCs in this high technology class continue 

to generate a better ratio of new exports to new imports than do all 

firms in·' .. the same class, as well as a better ratio than do the MNCs 

in either the medium or low technology classes. At the same time, 

the indirect effect, via erosion of U.S. export markets by the foreign 

sales of the MNCs' affiliates, is, at worst, small. 
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CHAPTER VII 

IMPACT OF THE MULTINATIONAL FIRM ON LABOR IN THE 
UNITED STATES AND ABROAD 

Part A. Introduction 

General pla.n 

This chapter has severa.1 objectives. The first section-~Pa.rt B--

assembles, organizes and compares a mass of information on employment, 

wages, output, productivity, and unit labor costs, by industry, in 

the United States and the seven key foreign countries 1/ that form 

the core sample of the study. Data for the MNCs and for all firms 

in each country and industry are compared and contrasted. From these 

discussions emerges a detailed picture of how foreign economies oper-

ate in relation to the U.S.--as far as the key variables affecting 

labor are concerned--and of how the presence of the U.S.-based MNCs 

has or has not had an impact on these operations, both at home and 

abroad. 

Part C attempts an assessment--under varying assumptions about 

what the "real" world really is like--of the number of U.S. jobs that 

may have been lost or gained as a result of the spread of multinational 

business under the leadership of American capital. None of these 

answers is definitive; each depends essentially upon the assumptions 

that seem most reasonable to the reader. 

Part D concludes the chapter with a review of the public 

reactions of major trade union movements to the· MNCs~ both in the 

1/ Canada, the United Kingdom, Belgium-LuxembolU'g, E:-ance, West· 
,.Germany:,. Mexico, and Brazil. 
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United States arid abroad. These reactions are compared and then 

evaluated, in light of the information and analysis developed in the 

preceding sections of the chapter. 

A note on the data 

The reader should be aware that many of the numbers used in this 

chapter are estimates. It was necessary to make such estimates at 

several points because comprehensive data to support the analysis 

required were not available in a suitable form. The estimates have 

been checked where possible against similar compilations of figures, 

and they are serviceable for the purposes at hand. 

The figures used in the chapter fall into three broad groupings. 

The first of these consists of the aggregate, all-firm data on sales, 

labor costs, employment, and the like, against which data relating 

specifical~y to the MNCs are compared. These figures, for both 1966 

and 1970, cover the U.S. and the seven key countries on which the 

analysis concentrates. All are estimates, in the sense that they 

consist of data from various official sources, reworked to match the 

industry groupings in which figures on the MNCs are available, and 

revised to conform to uniform definitional standards. These estimates 

were developed by the Tariff Commission and checked for consistency 

ag~inst similar estimates prepared for the Commission by the Bureau 

of Labor Statistics, U.S. Department of Labor. 

The second major grouping of numerical infor:t)lB.tion consists of 

data on the MNCs for 1966. These figures, being based on a complete 
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census of all U.S. direct investors in that year, may be considered 

as "hard" figures, reported by the MNCs. They represent part of t:he 

data collection provided to the Connnission by the U.S. Department 

of Commerce, Bureau of Economic Analysis, International Investment 

Division. 

The third group of figures is linked to the second. It consists 

of the MNC-related data for 1970. These figures are based on a sur-

vey which covered a large sample of the MNCs, "blown up" to repre-

sent universe values comparable in definition to the 1966 figures. 1f 

In some of the series--wage costs per employee, for exa.mple--the 

sample data themselves were used on occasion, as they were considered 

to represent the underlying true figures more accurately than "esti-

mates" which would have been derived by taking the ratio. of one blown 

up number (e.g. total wages and salaries) to another (e.g. number of 

employees). Because the sample is large--50 percent to 80 percent 

of the "universe," depending on the particular data series involved--

this was adopted where possible as the more conservative and accurate 

approach. 

Y See chapter III, pp. 267-268, for a description of the 
blow up-procedure. 
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Part B. The Employment Environment and the 
MNCs' Impact Upon It 

The impact 0f the multinational corporation on world employment 
patterns 

Employment-related issues rank high among those which generated 

this study. The role of the MNC in terms of job creation and job 

destruction is a center-stage controversy. As a first approach to 

analyzing the issues, this section surveys the MNCs' impact on employ-

ment in the eight countries under review. With respect to the United 

States, the survey is a preliminary one; the MNCs' role in the crea-

tion or destruction of U.S. jobs is taken up in greater detail in 

Part C. The principal focus in the present section will be on the 

MNCs' impact on employment abroad, in the seven countries forming 

the core sample for this study. 

Basic employment information on the MNCs, as compared with all 

firms in the eight countries, is laid out in detail in tables A-17 

through A-33 in the appendix to this chapter. Tables,l and 2 on 

pages 609-610 represent an attempt to summarize and analyze this 

mass of information with as few additional numbers as possible. 

In the United States, the MNCs are neither minor employers nor 

a special case which can be analyzed independently of the national 

economy: they are the backbone of the demand side of the u.s; labor 

market, the firms which not only have the'biggest quantitative punch 

in terms of the numbers of people they hire, but also--as will be 

shown in a subsequent section on wages--generally lead their indus-

tries in terms of labor compensation. The figures shown for the 



Table l .--An analysis of the impact of employment by majority-owned affiliates of U.S. 
firms on aggregate manufacturing employment in seven key co~~tries, 1966 and 1970 

Item · Unitea • Belgium- • • West · • · • Canada" Ki d • L emb 
8

• France" G ·Brazil. Mexico" Total" Average : ng om: ux __ ou-r_ : · : ermany: : : : 

A. Affiliates' share of total 
employment in manufacturing 
(percent): 

1966-------------------------: 
1970-------------------------: 

B. Affiliates 1 emplo)'llellt in each 
country as percent of total 
affiliate employment, world
wide: 

1966-~----------------------: 
1970---------~---------------: 

C. Percent of total manufacturing 
employment in 1970 accounted 
for by manufacturing subsec
tors in which affiliates' 
share of subsector employment 
rose or remained constant------: 

D. Percent of total manufacturing 
employment in 1'70 accounted 
fo~ by manufacturing sub
sectors in which affiliates 
led or kept up with aggregate 
employment increases or 
decreases l,/-----------7-------; 

35 
34 

21 
16 

54 

43 

6 
8 

21 
20 

79 

54 

7 
13 

3 
4 

90 

55 

1 
4 

3 
6 

71 

58 

2 
5 

6 
12 

97 

53 

7 
8 

5 
5 

65 

57 

6 
10 

4 
5 

90 

53 

63 
68 

9 
12 

78 

54 

E. Percent of aggregate change for 
industries of Row D above that 
was accounted for by 
affiliates---------------------: 132 26 114 18 25 35 64 Jj 33 

F. Impact Factor: Percent of total 
manufacturing employment in 
1970 which had been affected 
in industrial subsectors where 
affiliates led or matched 
trend of change}_/-------------: 

Notes: 

57 14 63 10 13 20 34 18· 

.l/ In these subsectors, the percentage change in affiliates' employment (1966-1970) was in the same direction as, 
and equal to or greater than the aggregate (all-firm) change. 

Jj ~verage calculated separately from sums of aggregate and affiliate-related changes. 
)._/ Equals row D figure multiplied by row E figure--i.e., for Canada: 0.43 x 132 = 57. Figure in "average" 

column is calculated in the same manner. 

Source: Tables A-19 through A-33 in appendix to this chapter. 
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Table 2 .--Manufacturing subsectors in which MNC majority-owned affiliates accounted for 10 percent or more 
of total subsector employment in 1970 

(figures ~hO_}olll ar~ percen"t_aJtes_of tQtal su'bs_ecJ;_cr __ eID.D_lO .. Ynle_n_tJ 

Industry 

Food products----------------: 
Paper and allied products-~-: 
Chemicals and allied 

products----------------: 
Rubber-----------------------: 
Primary and fabricated 

metals------------------: 
Non-electrical machinery-----: 
Electrical machinery---------: 
Transportation equipment-----: 
Textiles and apparel---------: 
Lumber, wood, and furniture--: 
Printing and publishing------: 
Stone, clSi}';-and-glass-------: 
Instruments-----------~-----: 

Other manufacturi]lg----------: 

Canada 

25 
36 

70 
88 

23 
80 
59 
65 
- . 

15 
-

21 
90 
19 : 

West · United · Belgium-
Germany : Kingdom : Luxembourg 

- . - . 
- . 18 

: 
- . 21 : 

26 : 56 : 

- . - . 
- . 28 : 

32 : 
17 - . - . 

- . 
- . 
- . - . 
- . - . 

27 : 67 : 

.Source: Table A-19 through A-33 in appendix to this chapter. 

Mexico 

: 
- . 

25 : 

18 
26 : 
19 : 
- . 

- . 
- . 
- . 

76 

Brazil 

18 
28 

19 
34 
28 
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United States in tables A-17 through A-33 in the appendix for each 

industry are impressive enough, but they do not tell the whole tale 

because they represent only the sample of parent firms which were the 

"reporters" in the Commerce Department's 1970 survey of direct inves

tors. Roughly, they probably account for only about half of total 

manufacturing employment that should be attributed to foreign direct 

investors. In the aggregate, the MNCs provided an estimated 70 percent 

or so (12-13 million) of all the jobs in manufacturing in 1970 (18 

million). However, the sample coverage is much better in some.of the 

more concentrated industries, where a few giant firms--which almost 

invariably also are MNCs--traditionally have provided the bulk of 

employment. In other industries, with low concentration ratios (tex

tiles and apparel, for example), neither the sample figures nor plaus

ible estimates for the MNC "universe" reveal the MNCs as very signi

ficant domestic employers. 

There were no cases among the 14 industrial subsectors shown in 

the tables in which MNC employment in the United States did not either 

rise or remain stable as a proportion of total employment. Thus, in 

the sample of parent firms--and, by sound ·inference, in the "universe" 

as well--the MNCs, without exception, either led or kept up with 

overall employment in their respective industries. In fact, .the MNCs' 

sh~ires of total employment rose in all of the 14 industries except 

two (primary and fabricated metals, and printing/publishing), where 

their shares remained constant. In neither of these did total employ

ment fall. Thus, the conclusions emerge that (1) in most U.S. 
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industries, the MNCs took a rising share of rising employment over 

the period; (2) in a few, the MNCs increased their share of falling 

total employµtent,. thus tending to offset increasing unemployment 

generated among non-MNC employers; and (3) in no cases did the MNCs 

lead in a situation of declining total employment. 

Outside the United States, the majority-owned affiliates of U.S.

based MNCs employed a total of 3.9 million persons in 1966, of whom 

2.7 million worked in manufacturing industries. By 1970, the total 

had risen to slightly more than 5 million, with 3.5 million of these 

employed in manufacturing. The Seven key foreign countries used as 

the basic sample for this study account for by far the largest pro

portion of the total in manufacturing. In 1966, their share was 63 

percent; in 1970 it had climbed to 68 percent of the worldwide total 

(see table 1). Canada and the United Kingdom take the honors as the 

most important sources of affiliate employment, the former with 16 

percent and the latter with 20 percent of the worldwide industrial 

total in 1970. Germany was next, with 12 percent, and the remaining 

four countries in the group rang up approximately equal shares of 

around 5 percent each. 

On average, the MNCs' majority-owned affiliates provided some 12 

percent of total manufacturing employment in the Seven countries, up 

from only 9 percent in 1966. As table 1 shows, Canada has experienced 

the greatest MNC penetration of the industrial labor market. Here, 

the MNCs' employ around a third of.the industrial labor foree. 

Belgium-Luxembourg takes second place, rather far behind Canada, with 



Mexico, the United Kingdom, Brazil, West Germany, and France trailing, 

in that order. 

These numbers seem relatively small. However, being averages, they 

hide a number of fairly significant penetration ratios for the MNCs' 

employment in particular industrial subsectors--even in countries where 

the MNCs do not have an especially large share in total manufacturing 

employment. Out of a total of 96 industry/country combinations· (among 

the Seven) shown in the appendix tables A-19 through A-33, it is 

possible to pick out 31, in which MNC affiliates account for 15 percent 

or more' of total subsector employment. These are listed by industry 

in table 2. Canada, of course, has the largest number of cases (12). 

Belgium-Luxembourg is next (six), followed by Mexico and Brazil (five 

each), the United Kingdom (two), and Germany (one). 

Although affiliate employment is a major factor in labor markets 

for some of the key industries of the Seven, it still is an open 

question whether the MNCs can be said to have played a causal role 

in changes in overall employment patterns in the manufacturing sectors 

of these countries. The last four rows of information in table 1 

represent an attempt to examine this question. 

The third row of the table (row C) indicates the percentages of 

total manufacturing employment in each of the Seven countries accounted 

for by subsectors in which u.s.-owned affiliates' shares of total 

subsector employment either rose or held steady in the 1966-70 period. 

Thus, it is basically a measure of the proportion of.the industrial 

labor market that was affected either by a rising affiliate employment 
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influence or by an essentially constant MNC presence. For the Seven 

countries, the average share of industrial employment impact-ed .. in this 

way by the MNCs' was 7_8 percent. 

This measurement indicates only that the MNCs tended in all Seven 

countries to maintain or increase their shares of total employment 

in t_he great majority of cases and that most of the industrial labor 

force was influenced by this tendency. It does not indicate what, if 

any, role the MNCs had in altering patterns of employment among indus

tries, in shifts of employment from one industry to another, and there

fore in changes in the industrial stzucture. The figures shown in 

row D of table l begin to focus on these changes. They indicate the 

proportions of total manufacturing employment accounted for by cases 

in which the MNCs can legitimately be said to have led, or at least 

kept up with, changes in pattern as well as volume~ when such changes 

occurred. 

The figures in row D of the table indicate that, in each of the 

countries listed except Canada, the MNCs' affiliates led or matched 

employment changes (from 1966 through 1970) in industries which 

accounted for more than half of total manufacturing employment. In 

Canada, the affiliates led or matched the rates of aggregate employ

ment change in seven of the fourteen industries, but these accounted 

for less than half (43%) of total manufacturing employment in 1970. 

Across all manufacturing, declines in the affiliates' employment in 

Canada roughly equalled increases, and the MNCs' share of total Cana

dian manufacturing employment fell slightly, by one percentage point. 
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Canada was the only country of the Seven in which such a drop occurred. 

It reflects the MNCs' shift of the focus of their dynamic expansion 

away from Canada and toward other areas, chiefly Western Europe. 

The evidence of row D shows only that changes in MNC employment 

were consistent with national trends in industries which provide a 

livelihood for at least half of the industrial labor force (Canada 

excepted). It does not show how strong the MNCs' influence was in these 

industries. The calculations in row E of table 1, however, compare 

the numbers of actual job changes (hirings or firings) generated within 

the industries of row D by the MNCs, with the aggregate changes in 

employment that took place in the same industries from 1966 through 

1970. In two countries--Canada and Belgium-Luxembourg--the MNCs clearly 

led, producing greater changes in employment than the all-firm averages 

in the industries involved. In Mexico, their influence was important, 

at 64 percent of the aggregate employment change. In the remaining 

countries, it was more moderate. 

In order to complete the analysis of the MNCs' impact on changes 

in patterns of employment in the Seven, it is necessary to combine the 

statistics of rows D and E in table 1. The figures in row F of the 

table represent such combinations. Each figure shown measures the 

proportion of the industrial labor force that can be said to.have 

been affected by the MNCs' presence--but only in those industries 

where changes in affiliate employment were clearly associated with 

national trends in the pattern of employment. For e~ample, consider 

the case of France. MNC employment changed in the same direction and 
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at least as fast as the industry-wide averages in industries which 

employed 58 percent of the industrial labor force in 1970 (row D). 

However, because the MNCs account for significant amounts of employment 

in only a few French industries, their impact on changes in employment 

in the industries where they were associated with the general trends was 

small, at 18 percent of the total change (row E). Therefore, the pro

portion of the manufacturing labor force which can actually be said to 

have been affected by t.he MNCs' association with the trends in these 

industries cannot be considered to be as large as 58 percent. Weighted 

by the MNCs' 18 percent share in the changes observed in employment 

in these industries, the proportion of the industrial labor force so 

affected becomes only 10 percent (row F). 

The measurements in row F show the MNCs as having a strong associ

ation with changes in employment patterns in only two countries--Canada 

and Belgium-Luxembourg. In the former, declines in MNC affiliate 

employment predominated. They were concentrated in two industries, 

metals and transportation equipment, which lost 6,000 job~ in the 

aggregate but in which MNC affiliate employment dropped by 20,000. 

In Belgium, however, the MNCs' impact was on the positive side. Here, 

three industries predominated--metals, non-electrical machinery, and 

electrical machinery. Aggregate Belgian employment in these industries 

rose by 29,000 persons over the four year~ covered; the increase in 

MNC affiliate employment in the three together was exactly the same. 

The Himpact factors" calculated for row F of the table may be 

compared with the figures of row A, which show the MNCs' shares of 
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aggregate manufacturing employment in each of the Seven. In each 

case shown in the table, the row F entry significantly exceeds the 

row A entry, indicating that the MNCs' impact on changes in employment 

that were associated with overall national patterns was considerably 

greater than their share of the aggregate industrial labor force in 

each country would suggest. Nevertheless, with, the exceptions of 

Canada and Belgium-Luxembourg--and possibly Mexico, where the row F 

figure is 34 percent--the MNCs' overall influence on changes in the 

patterns of employment among manufacturing industries remains rather 

modest,' although not negligible. 

The influence of the MNCs on manufacturing output 

u.s.-owned firms--both parents and affiliates--account for 

slightly more than a quarter of the aggregate industrial sales of the 

eight countries forming the core sample of this study. Excluding the 

United States, the ratio for the Seven is about a~fifth. It runs from 

a high of 52 percent in Canada to a low of 6 percent in France. 

These measures are based on 1970 figures. They establish beyond 

much doubt that the MNCs are a significant force in world manufacturing. 

Data for the actual values and key ratios involved in these estimates 

are presented in detail, by country and industry, in tables A-43 

through A-57 in the appendix to this chapter. 

Estimates of the levels of output accounted for by the MNCs 

understate the influence that these firms have had on the growth of 

world output, especially that large chunk of it which is generated 
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. - in- the eight C'Ountries under review. Data to facilitate an explora

tion of this issue are presented in table 3; they show the impact of 

the MNCs on the growth of output (sales) in each of the eight coun

tries. For all manufacturing, the average share of the MNCs works 

out to slightly more than 40 percent for all eight countries; it 

drops to a still substantial one-third among the Seven. The range 

among the Seven runs from a high of 91 percent (sic) in the United 

Kingdom to a low of 7 percent in France. 

The data in tables A-43 through A-57 in the appendix represent 

a total of 110 industry/country observations of MNC sales vs. all-firm 

sales. Of __ these, exactly half--55--reveal the MNCs · as having a 20 

percent or larger share in the sales growth of particular industries 

in particular ·countries. These are listed, by country, in table 3, 

along with the actual share of aggregate sales growth realized by the 

MNCs. In slightly more than a fifth of the 110 cases--2.3 of them--

the MNCs share reached 70 percent or more. The incidence of strong 

and usually dominant MN'C influence on the expansion of output in the 

key, dynamic, high-technology industries of the Seven is very high. 

On average, among the Seven, the overseas affiliates of U.S. firms 

accounted for 41 percent of the sales growth in the chemical industries, 

50 percent in electrical machinery, 56 percent in nonelectrical machi

nery, and 67 percent in transportation equipment. 

The MN'Cs' impact on world output is considerably heavier than is 

their impact on employment. The relevant statistics for manufacturing 
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Table 3 .--The impact of the .MUCs on the growth of output in manufacturing industries of eight countries, 
1966-70 

(Percent of MNC's share of aggregate sales growth~ 

United : : : : 

Industry 
United : Canada : Belgium- France : West . B .1 ; Mexico States 1/ : Kingdom ; Luxembourg : · razi Germany 

All manufacturing 
industries-~---------: 

Selected industries in which 
MNC's accounted for 20 
percent or more 
aggregated sales growth: 

Food products--:------... --------: 
Paper and allied products-~-: 
Chemicals--------------------: 
Rubber~-~---. -----------------: 
Nonelectrical machinery•-----: 
Electrical machinery---------: 
Transportation equipment-----: 
Textiles and apparel---------: 
Lumber, wood, and furniture ... -: 
Stone, clay, and glass-------: 
Primary and fabricated 

metals------------------: 
Instruments------------------: 
Other manufacturing----------: 

- : : 
: : 

: : 
51 : 63 ; 

24 
49 : 29 
72 : 68 : 
33 : 98 : 
66 : 88 : 

2/ 106 : 77 : 
3; : 96 : 

28 : 46 
21 : 82 
45 : 36 : 

: : 
- : - : 

89 : 2/ 117 : 
38 : 44 : 

: 
: : : 
: : : 

91 : 27 : 7 : 12 : 33 : 

35 : 25 
57 80 : - . - . 38 

2/ 112 64 : - . - . 52 
2/ 111 45 : - . - . 47 : 

65 72 : - . - . 28 
2/ 136 27 : y 157 

49 

42 

-
2/ 314 45 38 37 
y 395 71 

1/ Data for U.S. MNCs (parentifirms) covet" only the sample of enterprises which reported in the Commerce 
Department's 1970 survey. 

2/ A figure greater than 100 indicates that non-MNC firms in this industry suffered a sales loss (or that 
U.S. based MNC's acquired firms counted as non-MNC's in 1966), with the result that MNC sales rose by more, 

44 

40 

74 
88 
38 

47 

89 

y 188 

in absolute terms, than aggregate industry sales. 
3/ Total sales declined slightly in this industry. MNC sales rose, increasing this share of the total :f"rom 

67-percent to 77 percent. 

Source: Tables A-43 through A-57 in appendix to this chapter. 



' industries in the S<,'ren are pulled together in table 4 to demonstrate 

I 

this phenomenon. They show that, on average for the Seven, the MNCs 

managed to generate 16 percent of total output using only 9 percent of 

the total manufacturing labor force in 1966. By 1970, the gap had 

narrowed only slightly in relative terms; in that year, they generated 

20 percent of the ouput with only 12 percent of the employed labor. 

These comparisons highlight the point that the heaviest incidence of 

MNC activity abroad is in the high-technology, capital-intensive indus-

tries which employ relatively less labor and relatively more capital 

per unit of output than does the general run of manufacturing. 

Average compensation paid by the MNCs 

The best that can be said about the MNCs' influence on wage rates--

both internationally and within the labor markets of individual coun-

tries--is that it is "mixed." In some countries, the MNCs tend to 

pay their labor somewhat more than the average for the industries in 

which they operate; in other countries, they tend to pay a little less. 

Moreover, there is virtually no evidence that the strong influence of 

the MNCs in the :rr..a.jo:r industrial countries has led to any trend toward 

internati0nal equalization of wage rates. 

Esth1ates of average hourly compe::lsation (wages plus fringes) 

for both th~ "s.11-firm:' and MNC groups of employers in the eight key 

countries anC.. the 14 important industrial subsectors a.re presented in 

table A-42 in the appendix -co this chapter. These numbers are displayed 

for analysis in Charts I and II on pages 622 and 623. The cautionary 

notes appended to the tables should be stressed. These figures-- . 
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Table 4 .--MNC shares of manufacturing employment and output in Seven 
countries, 1966 and 1970 

Country and Year 

Canada: 
1966-----------------------------------------: 
1970-----------------------------------------: 

United Kingdom: 
1966-----------------------------------------: 
1970---~-------------------------------------: 

Belgium-Luxembourg: 
1966-----------------------------------------: 
1970----------------------------------~------: 

France:: . 
1966-----------------------------------------: 
1970-----------------------------------------: 

West Germany: 
1966-----------------------------------------: 
1970-----------------------------------------: 

Brazil: 
1966-----------------------------------------: 
1970-----------------------------~-----------: 

Mexico: 
1966-----------------------------------------: 
1970-----------------------------------------: 

Average for the seven: 
1966-----------------------------------------: 
1970-----------------------------------------: 

Sources: Tables A-19 and A~43 in appendix. 

MNC share MNC share 
of of 

employment sales 

Percent Percent 

35 49 
34 52 

6 11 
8 16 

7 10 
13 16 

1 6 
4 6 

2 6 
5 8 

7 12 
8 18 

6 16 
10 25 

9 16 
12 20 
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especially those :relating to the MNCs--are estimat~s of varying accu-

racy. They are sufficiently accurate to support the main points of 

this discussion, but o_ught not be pushed much farther than that. "};_/ 

The usefulness of the estimates lies in their reve::L.ation of general 

trends and tendencies, and for this purpose they are adequate. 

Charts I and II are constructed to facili ta.te comparisons between 

all-firm wages and MNC wages. In cases where the two are equal in .a 

given industry and country, the plots for those observations will fall 

on a 45-degree line emanating from the origin of the chart. Given 

the range of error possible in the estimates, this "line of equality" 

has ~een expanded to a band, which is bounded by the straight lines 

shmm on the charts. Plots which fall within this ba..11d should, in 

general, be considered as denoting ·1ittle or no significant differences 

between all-firm and MNC wage levels. 

Chart I compares all-firm and MNC wages in 1966. It shows a 

definite pattern. The plots in the upper-right area all represent 

industries in the United States. Most of them are near the upper 

boundary or above the band, indicating clearly that tt.e MNCs tend to 

lead the rest of U.S. industry in compensation paid to employees. This 

is not surprising. The MNCs tend, even in industries where concen-

tration ratios are low, to be the larger firms that are the industry 

le.aders. Moreover, they either are fully unionized or are willing to 

1/ See cautionary notes appended to table A-42 in the appendix 
to this chapter. 
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pay their employees handsomely to keep the union movements outside 

their doors. The non-MNC firms, on the other hand, tend to pull the 

all-firm averages down. These are generally smaller companies with 

fewer, less well-organized employees, and which in many cases cannot 

come up with the operating results that, in the end, permit higher 

wage payments. They also may tend to be the less technologically 

advanced firms in their industries and to employ the less skilled 

portion of the labor force. 

Moving downward a.nd to the left, the next important scattering 

of plots--those within the band--displays the Canadian experience. 

Next to the United States, Canada is the highest-wage country among 

the Eight but, unlike in the United States, the MNCs clearly tend to 

conform rather closely to wage-rate patterns prevailing North of the 

border. They pay neither more nor less than their local counterparts, 

but this may be a reflection of their dominance on the Canadian labor 

scene. Inasmuch as they employ slightly over a third of the Canadian 

industrial labor force, affiliates of U.S. firms may be the major 

influence on the all-firm figures. Hence, the string of plots indicat

ing virtual equality between MNC and all-firm wages is to be expected. 

Continuing to move downward and to the left, the lower-wage 

Canadian industries begin to merge with plots for the higher-wage 

European industries, especially those for Germany. However, the 

European experience is concentrated in the rather closely-packed 

cluster appearing directly above the $2-per-hour mark on the all-firm 

scale and horizontally aligned between the $1 and $2 marks on the 
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MNC scale. Because of the high degree of integration among the 

European economies, international differences among wage rates for 

the European industries tend to be small--hence the tight cluster--and 

the MNCs fairly well match that pattern. Most of the plots for 

Europe fall within the band signifying rough equality between all-firm 

and MNC wages, but they do lie closer to the lower bound line than to 

the upper one, and a few points appear outside and below the band. 

The appropriate conclusion is that, indeed, the MNC affiliates in 

·Europe do not quite come up to the all-firm standard. On balance, 

they tend to compensate their employees a little less generously than 

do local employers. 

The last cluster of plots, that located at the lower left of the 

chart, represents the industries of Mexico and Brazil. Here, a tend

ency for the MNCs to pay somewhat more than local employers is clearly 

apparent, although the amounts of the differences probably are over

stated to a greater or lesser degree in the estimates. The estimates 

for Mexico and Brazil probably contain a greater potential error than 

those for the other countries shown. Nevertheless, the clear pattern 

showing higher MNC wages than all-firm wages in general almost certainly 

reflects a true tendency in the data. 

There are at least three reasons why this result for Mexico and 

Brazil need not be especially surprising·-one of them economic, the 

other two simply factors inherent in the data. In these two countries, 

as in the others of the Seven, ~MNC activity tends to be concen

tr~ted in the high-technology industries. These industries make 
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relatively strong demanas for both skilled production manpower and tech

nological manpower (scientists and engineers), both of which are 

scarcer in these countries than in Europe or North America. To find 

such ma.npower--and to hold it after hiring--the MNCs- may be constrained 

to offer somewhat higher wages and salaries than their competitors in 

those countries. 

A problem of measurement, more pronounced in countries like 

Mexico and Brazil than in the advanced industrial countries, is that 

the MNCs and indigenous firms may be operating in environments so 

different as to distort comparisons. Many industries have two sectors, 

one advanced and small, and orie not-so-advanced and large, with the 

MNCs operating in the former (perhaps paying only an accepted higher 

average national wage for workers in that sector), and local firms 

operating for the most part in the latter, low-wage sector which 

drives down the average compensation figures estimated by the national 

statisticians. A classic case is the automotive "industry" from which, 

in national statistics, it is almost impossible to remove all the 

small garages and repair shops that creep into the data--even though 

it is inappropriate to compare wages paid ·in such establishments with 

those found in sophisticated automobile factories. 

Another problem of measurement arises from the distribution of 

industrial activity within subsectors; it may be different for the 

MNCs than for ali firms. Many of the 14 subsectors considered here 

·are quite broadly defined. Several contain a number of smaller 

branches, and it is entirely possible--in fact, likely--that the 



activity of the MNCs is· more concentrated in the high-technology, 

high-wage branches while the reverse is true for local firms. The 

electrical machinery industry in Mexico offers an excellent example. 

According to the estimates, the average wage for the industry as a 

whole in Mexico in 1970 was $0.63 per hour .. Yet the MNC figure--

aga:i,n, for the industry as a whole--appears to be radically higher, 

at $1.10. However, in the separate branch encompassing electronic 

components, radio, and television manufacturing, the figure for the 

MNC:;>; i.s only $0.76, much closer to the Mexican national average for 

th_e entire electrical machine;ry industry. MNC activity in this 

electronics branch in 1970 accounted for only about 13 percent of 

total MNC sales in the electrical machinery industry ($480 million), 

Three quarters of the rest of the overall industry sales arose in 

another branch--heaVY electrical machinery and equipment. It was the 

higher average MNC wage in this latter branch which doubtlessly drove 

up the MNC average for the "electrical machinery" industry as a 

whole. Local-firm concentration in the lower-wage branches (e.g. 

light manufacturing such as household appliances and "miscellaneous" 

assembly ancl manufa•.:turing operations) affected the national average 

wage for the secto.:::- as a whole in the opposite direction. 

One additional and important point emerges from examination of 

Chart I--and Chart II as well. It is clear that, when one is attempt-

ing to evaluate the "low wage" argnrnent as an incentive for the move-

ment of capital abroad, the appropriate comparisons .should include 
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not only differences between national average wage levels in one coun

try and those in another, but also, differences in wages that the MNCs 

themselves actually pay. Largely because MNC wage scales in the 

United States a.re so much higher than the national averages for each 

industry, the charts show clearly that the international gaps in wage 

costs per man for the MNCs are considerably wider than those implied 

by the national averages. 

Chart II displays wage comparisons for 1970. It may be viewed 

exactly as Chart I; the plots for the different countries and regions 

fall into the same relative positions in both charts and, if anything, 

the differences between MNC wages and all-firm wages observed in Chart 

I were more strongly accentuated in the latter year. One other inter

esting diffence between the two charts, however, is a perceptible 

tendency in 1970 for the several plots to break out of clusters and 

spread more uniformly--a.nd more widely--across the chart. This is 

graphic evidence that international tendencies toward wage equa.J.ization 

certainly are not easily visible--if they are present at all. 

Productivity in the MNCs 

The productivity data for the MNCs --as measured in terms of 

sales per man for both all employees and production workers--tell an 

interesting and surprising tale. They indicate that, as expected, the 

MNCs are vastly more productive than other firms in host countries. 

Also, however, the evidence shows that, relative to productivity levels 

in the United States, the MNCs' operations abroad fall fa:r behind 
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th.e average perfomance of U.S. industry and, indeed, far behind their 

own performance at home. In the 1966-t970 period, there probably was 

some improvement .. in ~C productivity levels.abroad relative to output 

per man in their plants at home, but relative to competing firms in 

host countries, the MNCs only bar.ely held their own in productivity 

terms, and they may even have lost a little ground. 

Data on sales per man in all manufacturing as well as in the 14 

industries under study are displayed in tables A-64 through A-Bo in 

the appendix to· this chapter. Tables A-81 through A-97 tabulate 

sales per man for production workers only. For convenient reference, 

the summary tables for "all manufacturing" are reproduced here in 

the text as tables 5 and 6. 

The figures for the entire manufacturing sector are fairly repre

sentative of the individual country/industry combinations in the 

detailed appendix tables. In each of the Seven, the all-employee 

figures show the MN'Cs. · to have a significant productivity edge over 

local firms; for all Seven countries, the average by which MNC sales 

per man exc·eeded all-firm sales per man in 1966 was almost 50 percent. 

There were substantial changes in the ratios in individual countries 

(see column 3 of table 5), but in 1970 the average percentage differ

ence was the same as it had been 4 years before. Relative to nall

:rirm" standards, the MNCs showed improvements in Canada, the United 

Kingdom, and Brazil, but lost some of their relative productivity 

advantage in the other four countries: Belgium-Luxembourg, France, 

Germany, and Mexico. Thus, the sizes of the gains in the first three 
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':'able 5 . --.\J..l r:ianufacturinc;: Sales ner man, all e~r-loyE::e::..:; 

co:apa:.cison of u.11-firr.i. and l'f.l'l!C data, 1966 and. 1970 

Country o.nd year 

United States: 
1966--------------------: 
197 0-·-------------------: 

Can:..:.C.a.: . 
.......... ,,... /' 
~~uo--------------------: 

J..970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembbu.rg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: : 
1966--------------------: 
1970--------------------: 

Average for the Seven 
(excluding the U.S.) 

1966-------------------- : 
1970-------------------- : 

Value Value 
for for 
all MNC's 

fiYms 
Dollars Dollars 

$28,551: 1/ $27,845 
33,138 : -1./ 32,798 

: 
20 ,206 : 
26 ,630 : 

9,960 : 
10 ,954 : 

: 
9,350: 

14 ,841 : 

: 
12,122 : 
17 ,146 : 

11,509 : 
16 ,460 : 

7 ,154 : 
9 ,135 : 

7 ,935 : 
10,280 : 

26,583 
37,405 

. 11,223 
19,930 

15 ,297 : 
19,539 : 

18 ,927 : 
25 ,219 : 

16 ,674 : 
22 ,054 : 

10,250: 
13 ,648 : 

. 
14 ,925 : 
16,261 : 

- . 
- : 

MNCs as MNCs 
percent :us pE:rcer.i:. 
of all 
fi !"JllS 

98 
99 

132 
140 

113 
182 

: 

164 
132 

156 
147 

145 
134 

143 
149 

188: 
158 

of 
I1illC 

. 

U.S. 
YD.lt..:e 

100 
100 

95 
114 

40 
61 

55 
60 

68 
77 

60 
67 

37 
42 

54 
50 

58 
67 

1/ U.S. fi5ures for ~~re's are based on the sample of firms which reported 
as pa~ents in 1970. 

So~ce: Tables A-1 through A-16 for national ail-firm figures; tables A-64 
and A-65 for MNC figures. 



632 

Table 6.--All manufacturing: Sales per production worker comparison 
of all-firm and MNC data, 1966 and 1970 

---·-----·-·----·-·;---..;~::-;.~.;.-;---=-·--V ul-..:.~--;--- MNC~~-. ---MNCs--

8.11 
fi . .!:r:~s 

for 
l·'.:-:C IS 

~-~~ ~~~~~~-

1966--------------------: 
1970--------------------: 

Cs..r~ar..::!.: · 
"i i..l ·~;:::;. _____ , _______________ ,.. ___ • 
-,,. "' ~· . 
l9"(0----·-····--------·------: 

1970--------------------: 

Bf;lg:i~ i;.!:;.-~u..:-:::..::;·~c)a"J..rs: 

1966--------------------: 
1970--------------------: 

.Frar1ce: 
1966--------------------: 
1970--------------------: 

1966---------------------; 
1970--------------------: 

B:.·azil: 
1966--------------------: 
1970--------------------: 

Me.:.::.co: 
1966--------------~-----: 
197 0----------------------: 

Average ror the Seven 
(excluding the U.S.): 

1966-------------------- : 
1970-------------------- : 

$37,571 
44,764 

28,276 
37,593 

13,157 
14,945 

11,509 
18,523 

14,450 
20,567 

15,036 
21,951 

8,804 
11,148 

9,896 
12,932 

---------·---

.Do l 1 o. :.-- s 

;l/ $40,463 
:-1/ 49, 768 

40,019 
55 ,107 

16, 760 
28,'218 

20,214 
34,438 

' 31,673 
37,165 

24,253 
32,737 

17,493 
20,185 

24,719 
30,222 

·percent 
of. e:.ll 

·-·-- .f"i ::rn s 

108 
111 

142 
147 

127 
189 

176 
189 

219 
181 

161 
149 

199 
181 

250 
234 

208 
181 

: ::..:.s pl2:rc~::r.t 

of' U.S. 

.. 

100 
100 

99 
111 

41 
57 

50 
69 

78 
75 

60 
66 

43 
41 

61 
61 

±_/ U.S. f:.;~2:e:s ;_ ... c.._ .. ~-::·~·:;' s a:re bast;:..i o:-j, t11e sa!7iple of fir-r:~s w!"!ic!-'~ !"C!~;o::~teC.. 
as parec:s i~ 1970. 

Som·ce: ':i:'Ei.bles A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figures. 
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c01mtries were considerably larger than those of the losses in the 

other four; otherwise, the averages among the Seven for the 2 years 

would not have been virtually equal. 

Column four of table 5 looks at the MNCs' performance abroad 

relative to their own domestic performance in the United States. The 

divergence ~s great. In 1966, the MNC affiliates operating manufac

turing establishments in the Seven were, on average, only 58 percent 

as productive in terms of sales per man as were parent firms in the 

same industries in the United States. There was an improvement by 

1970, when the comparable ratio was 67 percent. The improvement was 

generalized across all of the countries considered, except Mexico. 

The data on sales per production worker tell a slightly different 

story (see table 6). On average, the MNCs showed a decline in pro

duction-worker productivity relative to host-country firms over the 

1966-70 period. However, their average net advantage over the all

firm performance--which a.mounted to over 100 percent in 1966 and over 

80 percent in 1970--was considerably greater than the 50 percent aver

age advantage revealed by the all-employee measurements. Does this 

imply that nonproduction workers of the MN·cs pull producti Vi ty ratios 

down? Not necessarily. The MNCs, on average, tend to employ more 

nonproduction personnel than most foreign firms. U.S. companies are 

famous for being top-heavy with management and scientific/technological 

manpower. However, the effect of these employees is to raise the all

employee productivity ratios above the levels t~ey WQuld otherwise 

reach--which is part of the explanation for the MNCs' significant 



advantage over local firms--and, more importantly, to increase the 

productivity of production workers whose techniques and processes 

are supposed to be rationalized by high-priced management and technical 

talent. 

Table 7 takes a more detailed look at the MNCs' productivity 

history (based on all-employee data) from 1966 to 1970 in the 14 manu

facturing subsectors of the Seven and in the United States. It shows, 

first, that the MNCs' parent establishments generally either held 

their own or gained slightly relative to all firms in their industries 

in the United States. Moreover, counting up the country/industry 

observations in the appendix tables which fall into various classes 

of productivity performance, it shows 42 cases in which the MNC 

affiliates gained relative to their parents' domestic operations, 30 

in which there was no change, and only 16 cases of deterioration in 

the relative position. Comparing the MNCs with their local competi

tion in host countries, however, one finds 37 cases of productivity 

improvement, 45 of deterioration in relative terms, and 10 with no 

change. Thus, there were more ."worse" cases than "better" ones. 

These results are symmetrical with the all-manufacturing averages 

already discussed. 

Unit labor costs of the MNCs 

The unit labor cost performance of the MNCs --derived from the 

interaction of sales (demand), labor costs, and productivity--helps 

considerably to explain why the MNCs find production in foreign 
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Table 7 :--Summary of changes in productivity (sales per employee) of MNC's relative to foreign 
and domestic firms and to the MNCs' U.S. experience, l966-1970 

Industry 
Parents' domestic 

position relative to 
other domestic firms 

No · 

Affiliates' 
foreign position relative 

to parents' domestic 
experience (No. of cases) 

No : 

Affiliates' 
foreign position relative 

to foreign firms 
(No. of cases) 

No . 

Affiliates / 
overall change 

re la ti Vt! t,,, 

Parents --1 n 
the United Foreign 

~ ~ change Y; Better Worse change Y: Better ~ change±.): States ~ 

u : 
1 : 
6 : 
2 : 
3 : 
4 : 
3 : 
3 : 
3 : 
1 : 

Data 
4 : 
6 : 
6 : 

42 : 

11 Relative change of 5 percentage points or less is consider-ed "no charge. II 
~ Data availabe ip only four cases. 
3/ Six cases only. 

: 
4 : 

Not 

_j : 4 : 
2 : 4 : 
0 : 1 : 
4 : 1 : 
0 : 4 : 
l : 2 : 
1 : 3 : 
3 : 1 : 
0 : 4 : 
0 : 3 : 
Available : 

1 : 2 : 
0 : 1 : 
1 : 0 : 

16 : 30 : 
: : 

1 : 2 : 

!if Five cases only for affiliates relative to foreign firms. 
2./ Figures separately calculated from sums of sales and employment over all manufacturing industries. 

Source: Tables A-66 through A-80 in appendix to this chapter. 

1 : 6 0 : Worse 
1 : 6 O : Worse 
5 : 0 2 : Better 
2 : 5 0 : Worse 
0 : 5 2 : Better 
l : 3 3 : Better 
4 : 3 0 : Better 
4 : -3 0 : No change 
4 : 2 1 : Better 
3 : 1 0 : Better 
0 : 6 0 : N.A. 
3 : 3 1 : Better 
4 : l 0 : Better 
2 : 1 

37 : 45 
1 : Better 

10 : Better 
: : 

3 : 4 0 : Better Wor~e 
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locations attract~ve. On the evidence that will be presented in this 

section, the MNCs demons-trate considerable ability to operate in most 

countries with unit labor costs that are lower--much lower--than both 

the costs of their local competitors and the costs of their parent 

firms in the same industr~es in the United States. This is an import

ant conclusion, and it requires careful exploration. 

Table 8 presents the necessary summary information for all manu

facturing. It is backed by detailed industry/country figures shown 

in tables A-102 through A-118 in the appendix. The first point to be 

noted from table 8 is that the MNCs (parent firms) are high-cost 

producers relative to the average for manufacturing in the United 

States. This is a carry-over o~ the high-wage evidence noted in an 

earlier section (pp.624-5 ). In both 1966 and 1970, the MNCs; for their 

domestic U.S. operations, showed unit labor costs approximately 35 

percent higher than the average for U.S. manufacturing. 

Secondly, in each of the Seven except Mexico and Brazil, the 

MNCs' affiliate unit labor costs are lower--significantly lower--than 

those shown for all firms in these countries. For the group of five 

countries that excludes Mexico and Brazil, the average difference was 

about 40 percent of the all-firm levelHn 1970; for all Seven countries 

together, it was about 30 percent. At the same time, the MNCs' costs 

in 'most countries were roughly equal to or slightly lower than the 

all~firm average for domestic U.S. industries. In other words, the 

MNCs abroad do not perform very much better, in unit labor cost terms, 

than is the standard fo+ performance in U.S. manufacturing. 
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Table 8 .--Al.l manufacturing: Average unit labor costs; 

comparison of all-firm .and MNC .. data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966---~----------------: 
1970------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966----· -------: 
1970---------------: 

France: 
1966---------- --: 
1970-------------------: 

West Germany: ; 
1966-------------------: 
1970--------------------: 

Brazil: 
1966------..:..------------: 
1970--------------------: 

Mexico: : 
1966-------------------: 
1970----·----------------: 

Averages: 
Seven countries: 

1966------------------: 
1970------------------: 

Five countries (Mexico 
and Brazil excluded) : 

1966------------------: 
1970------------------: 

Value 
:for 
all 

firms 
Dollars 

:0.22 
.23 

.25 

.29 

.38 

.40 

• 36 
.33 

.33 
• 34 

• 31 
• 33 

.13 

.12 

.16 

.17 

.27 
.28 

.33 

.34 

. . 

Value 
·for 

MNC's 

Dollars 

]J .o. 30 
]J .31 

.21 

.21 

.28 

.18 

.21 

.17 

.21 

.19 

.21 

.24 

.19 
;21 

.16 

.18 

.21 

.20 

.22 

.20 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

firms 

136 
. ·135 

84 
72 

74 
45 

58 
52 

64 
56 

68 
73 

146 
175 

100 
106 

78 
71 

67 
59 

MNC value 

100 
100 

70 
68 

93 
58 

70 
55 

70 
61 

70 
77 

63 
68 

53 
58 

70 
65 

73 
65 

]J U.S. figures for MNC's are based ?n the sample of fir~s which reported 
as parents in 1970. 

Source: Tables A-1 through· A-16 ·for· national ·ail-firm ;figures;=. tables A-102 . 
and A~103 for t-rn'C £igures. I 
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·On th_e· other· h.and, the affiliates very handsomely out-perform 

their parents. As the fourth column of table 8 shows, the affiliates' 

unit labor costs .'in each of the Seven are substantially lower than 

the parent-firm MNC values in both years. Moreover, the gap increased 

over the 4 years from 1966 through 1970, except for West Germany, 

Brazil, and Mexico. In 1966, costs in the Seven averaged some 70 

percent of the U.S. parent-firm level; by 1970, this figure had dropped 

to under 65 percent. 

The scenario:which unfolds from these data is a curious one. 

It begins with the key observation that all-firm unit labor costs 

abroad (i.e., in the Seven countries where the MNCs' have taken most 

of their capital) are generally hig!ler than in the United States, 

except for Mexico :and Brazil. It proceeds to the evidence that the 

MNCs, operating 'at home, turn in a significantly poorer unit cost 

record than other ~irins in U.S. manufacturing. This is due to their 

higher wage levels, because, as was shown in the section on produc

tivity (pp. 629- 34) ,their productivity record is about as .good as the 

manufacturing average in the United States. Then, one sees the MNCs 

moving abroad to capture a cost advantage--and that advantage turns 

out to be little more than the domestic "standard" for the United 

States. In the process, they obtain a significant advantage over 

their foreign competition and over their own parent firins; but they 

do no more than .achieve a sort of "par" with non-MNC American firms 

with which they compete in U.S. and foreign markets. 
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The evidence can be presented graphically as well as in tabula

tions, with the advantage that more industrial detail can be shown 

conveniently. Charts J;II and IV display unit labor cost information 

in _the same format as that for the basic wage data in Charts I and II 

in an earlier section (see pp. 622-623). For each of the 90-plus coun

try/industry combinations in the eight-country-by-14-industry data 

set, unit labor costs of the MNCs are plotted against the all-firm 

figure. Plots on the 45-degree line indicate equality between the 

two figures; plots above it indicate an M.NC value higher than the all

firm one; and plots below and to the right of it indicate lower M.NC 

values. There is one difference from Charts I and II: the plots for 

the United States are indicated by an "x" rather than a point, for 

easy identification. 

In Charts I and II, most of the plots fell along a line or band. 

The correlation between M.NC wage levels and all-firm levels was so 

obvious that actual calculations of correlation coefficients would 

have been superfluous. It was rather easy to pick out the plots for 

different countries merely by observing their locations on the charts. 

Charts III and IV (each of which covers one of the terminal years, 

1966 for Chart III and 1970 for Chart IV), show no such relationship. 

Trial calculations showed absolutely no associative connection between 

the MNC and the all-firm unit cost ·figures. Furthermore, the scatters 

for 1966 and 1970 appear almost identically dif.fuse; there is no ground 

for concluding that the .MNCs had any effect of significance on local, 

all-firm unit cost changes anywhere over the 4-year period. The 
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MNCs 

CHA.RT III • 
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levelling influence of th.e MN Cs is absent. 

The charts verify the story revealed_by the more aggregated 

figures of table 8. Note first that the vast majority of the non-v.s. 

plots are below the 45-degree line, indicating·, as· the previous tabu

lations of averages also showed, that the MNCs' unit costs generally 

are well below the all-firm figures. Secondly, most of the plots fall 

within the range of $0.10 to $0.30 per dollar of sales on the vertical 

MNC scale. This suggests a fairly uniform performance by:the MNCs , 

regardless of country or industry. Moreover, it is the same range as 

that for most of the U.S. plots, viewed upward from the all-firm scale, 

which is a complicated way of verifying that the previously-discussed 

averages showing the MNC perf'orm.allce abroad to be roughly comparable 

to the all-firm performance in the United States correctly represent 

the experience of most MNCs in individual industries and countries. 

Sunma.ry of Part B 

The preceding sections have looked at the principal relationships 

which affect unit labor costs, and at how the MNCs behave with respect 

to each of them. They have shown that the MNCs, operating abroad in 

the Seven countries that absorb the bulk. of their direct investment 

capital and account for the bulk of their affiliates' sales and employ

men,t, have a significant effect on levels of both employment and out

put (sales) in the ma.nuf'ac~uring industries of the host countries. 

Because of their productivity edge relative to local firms, their 

effect on sales is great.er-than ·their "effect on employment. They 
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account for a large (20 percent) share of total sales, but only a 

smaller--but still important--share of employment. In the United 

States, the MNCs, as employers and generators of output, are preemi

nent. They are the country's industrial leaders • 

In all eight countries, the MNCs tend to conform fairly closely 

to local standards of labor compensation, with some variations. In 

the United States, they are far and away the most generous relative 

to all-firm standards. In Canada, their conformity with national 

compensation standards is very close, probably because the MNCs so 

heavily influence Canadian industry that they themselves set the 

national standards. Canada is the highest-wage country of the group 

under study, next to the United States. In Europe, the MNCs tend, 

on balance, to pay their labor slightly less than the local-firm aver

age The five European countries in the group of Seven studied here-

the United Kingdom, Belgium-Luxembourg, West Germany, and France-

show a tight bunching of wage levels, both for all firms and for the 

MNCs ; wages in the United Kingdom tend towards the bottom of the 

European scale. Finally, in the two LDCs of the sample wage levels 

in manufacturing tend, of course, to be much lower than in the other 

countries of North .Ameriea:and Europe. Here, the evidence seems to 

suggest that the MNCs pay, on average, somewhat more than their local 

counterparts. 

The productivity performance of the MNCs in host countries (as 

measured by sales per worker) is much superior to that of local firms 

in each of the Seven. It also is much inferior to that of the MNCs 
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parent firms in sindlar industries in the United States. This is 

equivalent to stating that it is inferior to all-firm productivity 

standards in the Uni te.d States , because the parent-firm MN Cs show 

roughly the same productivity as is the average in U.S. industry. 

Several factors--employment and output levels, wages and salaries, 

and productivity--mix and have their separate effects on unit labor 

costs. These are the key figures to be used in evaluating the MNCs' 

performance at home and abroad. Leaving the MNCs aside for the 

mement, all-firm data for the United States show unit labor costs to 

be generally lower than in the Seven, except for Mexico and Brazil. 

This is a direct consequence of the U.S. worker's greater productivity 

edge, which is not quite offset by higher ~ages than those paid in 

Canada and Europe. However, the MNCs, in their U.S. operations, 

show unit labor costs about 35 percent higher than those for manufac

ttiring firms in genera.l. In these high-wage companies, the produc

tivity edge is filll:y offset, so that -the MNCs' U.S. operations show 

unit labor costs roughly equal to those for all firms in Canada and 

Europe. Operating abroad, the MNCs turn in a unit cost performance 

that is better than that of host-country ±'irms and bet~'?.1' than their 

own performance in the United States. In the end,. it t'Urns out that 

they manage little more abroad than to attain parity with all-firm 

unit cost standards prevailing in the ma.nUf'acturing sector of the 

U.S. economy. 
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Pa.rt C. The Impact of th.e MNCs on U.S. Labor: Job 
Creation vs. Job Destruction 

Spokesman for U.S. labor have contended that the multinational 

corporations displace U.S. employment by locating production overseas 

through foreign direct lnvestment. The analysis which follows is an 

att·empt to evaluate the actual impact of the MNCs on U.S. labor in 

terms of the number of jobs lost or gained, at the finest possible 

level of industry ·detail. 

It is important to note in the very beginning that this estimate 

of net impact on U.S. labor is a hypothetical result derived from 

conditions best expressed as "what would have happened" if the MNCs 

. had not taken their capital abroad. Therefore, the reader must devote 

particular attention to the assumptions underlying the argument. The 

conclusion one chooses depends exclusively on the particular assumptions 

ad.Opted at the outset. In this exercise, one cannot "measure;" he can 

only decide what seems to be the most reasonable way of looking at 

the world, thence proceeding to estimate what that view implies. 

Methodology 

The principal diffic_ulty in fo:nnulating the hypothetical construct, 

''what would have happened," is the inability to specify quantitatively 

the.dynamic conditions which should be considered. Knowledge_ of these 

dynamic factors is necessary to assure the authenticity of this hypo-

thetical world, so that legitimate comparisons can be made between it 

and the real world circa 1970. The most direct way of providing a basis 
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for such comparisons was to frame postulates in a way that provides 

reasonable boundaries within which the analysis could be conducted. 

This task is accompli~hed by formulating sets of assumptions which 

are both reasonable and 1elf-eviden~ to the reader, so that no ambi-

guity or confusion arises. The assumptions also have authoritative 

precedent in this line of research. 1/ 

The limits or boundaries imposed on the hypothetical world depend 

on what effect foreign direct investment exerts on the investment 

behavior of both the host and home countries. There a.re two possible 

extremes: the foreign direct investment can be treated as an addition 

to the host country's domestic investment and a reduction in domestic 

investment; g/ or the foreign investment can be viewed as exerting 

no effect on either country's domestic investment. 'lJ In addition, 

a third situation is possible, which results in a net addition to world 

capital formation. The· foreign direct investment in this situation 

:increases the host country's domestic investment but no fall in home 

investment takes place. 4/ 

1/ See Overseas Manufacturing Investment and the Balance of Payments; 
G. C. Hufbauer and F. M. Adler, Tax Policy Research Study Number One, 
U.S. Treasury Department, 1968, Washington, D.C.; and Effects of United 
Kingdom Direct Investment Overseas; Interim and Final Reports; W. B. 
Reddaway, J. o. N. Perkins, S. J. Potter, and C. T. Taylor, 1967 and 
1968, Cambridge University Press. 

g/ This is the ·classical approach, to use Hufbauer and Adler termi
nology, and it implies a net change in world inve~tment of zero. 

3/ Hu:f'bauer and Adler call this the reverse classical effect. 
4/ This is the anticlassical construct. 
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Since the question of assumptions is so important, the possible 

alternatives ought to be restated in different language, for the sake 

of clarity. Basically, there are two extremes to choose from, plus 

a middle ground. Qptioh One loads the argument heavily in favor of 

the MNCs' critics. It says that, when a foreign direct investment 

takes place, investment at home drops absolutely and host-country 

investment increases absolutely; one country's investment falls, the 

other's rises. If the MNC had not made the investment, nobody else 

would have. The foreign investment substitutes directly for a domestic 

one that was not made. Option Two loads the argument the other way. 

It says that foreign investment causes no fall in domestic investment 

at home, while it does substitute for domestic investment in the host 

country. Investment is unchanged in both places. Note that the invest

ment substitutes for one that the foreigner woµld have made. This 

opens up the possibility of foreigners' competitive investment in the 

absence of the MNCs. If this were the case, then there would be no 

"job impact" to analyze, except for a positive one. Any negative 

effect that might be attributed to the MNCs is assumed away by allowing 

the foreigner to take the MNCs' place and responsibility. 

Option Three is in between One and Two but, in its effects on the 

estimates to be presented here, it is somewhat closer to One than to 

Two. It is the one that will be adopted as the starting point of this 

presentation, so it needs to be taken apart rigorously. It is close 

to Option One in the sense that it presumes no substitution in the host 

country. Host country investment rises absolutely, and it would not 
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have· done so, had th.e MNC not come along. It is assumed with finality 

that no foreigner would have made the investment abroad; therefore, 

none of the.potential bad effects of MNC investment are assumed away 

by putting the onus on the foreigner. On the other hand, Option Three 

does not assume an absolute drop in domestic investment in the home 

country of the MNC. It says that investment there is unchanged. 

It is assumed, under Option Three, that direct investment in 

the host country generates a net increase in the host country's total 

investment. Various al'.'guments in favor of this assumption are: That 

the investment· takes place in productive facilities that native firms 

or third country firms are unwilling or otherwise unable themselves 

to put in place; that the presence of the U.S. multinational does not 

deter any other form of local investment; and/or that the local govern

ment does not take any neutralizing steps in the face of this autono

mous increase in doemstic investment, but rather welcomes any such 

augmentation of its-· capital stock •. 

All of these arguments describe host country conditions in much 

of the real world. So long as the arguments are plausible enough to 

prevent outright rejection of the assumption, the primary reason for 

its selection is as follows: If one postulated that all the accumu

lated MNC direct investment never took place, then there would be no 

substitute output by native or third country firms to take its place. 

In addition, it is assumed in this hypothetical world that U.S. exports 

can entirely replace this lost production. These assumptions will 

provide a basis on which to estimate the maximum displacement of U.S. 

jobs, the limit or boundary on net impact discussed earlier. 
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To complete the case, one must consider also the impact on the 

home or investing country. It is assumed that foreign direct invest-

ment does not displace U.S. domestic investment. One could justify 

this assumption by saying that monetary and fiscal policies operating 

to achieve "full employment" tend to be largely successful in the long 

run, 1/ and/or that foreign investment only reduces idle corporate cash 

balances such that only .American dissaving is involved. gj Therefore, 

the investment abroad has no effect on domestic investment in the 

United States--or at least not a permanent one. 

There also are empirical justifications for positing that an ab-

solute drop in U.S. domestic investment does not result from the MNCs' 

direct investment abroad, so that one can safely assume a zero net ef-

feet on domestic investment when the foreign investment takes place. 

This study is concerned primarily with the period a~er 1965. This was 

a period of high and rising rates of foreign direct investment by U.S. 

firms. It also was a period in which the United States went through a 

.domestic investment boom--a boom sparked by the very group of firms 

which was also investing so heavily abroad--that ended only in the re-

cessionary period of 1970. One could argue that, if the foreign invest-

ment had not taken place, the boom at home would have been even bigger, 

but that is a weak argument in the face of evidence that high.rates of 

!J Monetary and fiscal policy must contend with cyclical and secular 
changes in the economy. In a contractionary period when policy attempts 
to.~olster sagging investment at home, it is dubious that curtailed for
eign investment would become domestic investment. See Reddaway, Appen
dix C, The Macro-Economic Assumptions, Interim Report; pp. 165-175. 

'?} See Hufbauer and Adler, Overseas Manufacturing Investment, pp. 52-
55, which is a development of H.G. Johnson's "The Transfer Problem and 
Exchange Stability," Journal of Political Economy, June 1956. The impli 
cations of capital financing abroad within the confines of the anticlas
sical .. model are ignored for the present. 
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foreign and domestic investment seem to go together--including the 

evidence presented in chapter III (p. 328 ), which demonstrated 

clearly that industries in which MNC investment abroad is high also 

are industries which are heavy domestic investors. 1/ 

To sum.up, the p~incipal assumptions with which the analysis 

begins can bear one .. more restatement, they are: 

(1) The MNCs' foreign investment increases the capital 

stoqk of the host country. It does not substitute for an investment 

a foreigner would have made, and the foreigner would not have made it 

in the MNCs' absence; 

(2) Domestic investment in the U.S .. is not reduced by the 

:MNCi?:' ;foreign inveatm,ent; and 

(3) U.S. exports could have substituted completely for 

affiliates'· production abroad. 

One other point has to be added. Fairness in this analysis 

dictates that the employment effects of investment in the United States 

by foreign-owned MNCs be included. This is done, under assumptions 

·which are exactly symmetrical with those applied to the activity of 

tae U.S.-owned MNCs. 

It now is possible to proceed to the first--and most pessimistic--

estimate of the impact of MNC activity on U.S. employment. Call it 

Case 1. 

~i/ Examples.have appeared in recent years or plant closings attributed 
te shifts ot production abroad .by ·MNCs. The. assumption made here does 
not deny' that these occur; it denies that·they are the general rule, 
across the· entire spectrum of industry that is here being considered, 
and it denies that, when they do occur, they produce a permanent, net 
decline in domestic investment. 
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Impact on U.S. employment--Case 1 1./ 

It has been assumed that American exports are able to substitute 

completely for the affiliates' production abroad. There are no competi-

tive exports from third countries to these newly opened markets and 

U.S. industry suffers from no competitive disadvantages in any of the 

various subsectors of manufacturing. Column 1 of table 9 is an esti-

mate of the number of American jobs that would be required to produce 

these e,xports. Therefore, it is an estimate of the maximum gross job 

loss that can be attributed to all previous direct investment, given 

the nature of the assumptions. 

Against this maximum gross job loss calculation, however, it is 

necessary to contrast a number of employment gains that can be estab-

lished as having occurred as a direct result of MNC foreign direct 

investment operations. These are shown as deductions from the gross 

loss figure in columns two through five of table 9. They are des-

cribed in more detail in the following paragraphs. 

A multinational corporation must maintain a home office staff. 

to direct the various affiliates. The sizes of these staffs, and the 

degrees to which affiliates are closely controlled or allowed relative 

autonomy, vary greatly. They depend on the peculiar hierarchies and 

policies of particular companies. Therefore, no estimate can be made 

of this staff without going directly to the companies themselves. A 

1) Full descriptions of the methods employed to derive the figures 
shown in this section are contained in a methodological appendix to 
this chapter (pp. 809 through 81 7 ) • 



Industry 

652 

Table 9.-Estimation of net employment impact: Case l, 1970 

( Colunms l through 6 show nU1Ubers of employees) . 

Potential 
Grot.'s job 

loss 
(1) 

Offset.s to p~tential. gross loss 

Effect of :Income effect: 
: MNC : MNC eXIJ')rts : of direct . :U.S. employ-: 
:Headquarters :to affiliates: i.n\.estmer.t : i::ent of : 
: cmpl~f'nt : abroad : · E.broai·-" : foieign MNCs : 

( 2 I • · · ( 3) · : ( 11) · : ( 5) 

Net 
impact. 

(6) 

Rat~o of 
:n<>t impact 

to gross 
loss 
(7) 

Msnuf1;.cturing-·------------------------------------------: -2,379,400 : 140,200 : 286,600 .: 34,4CC : 621,200 : -1,297,000 : 0.55 
Food--------------------------------------··-----------------: -99,700 : 1,700 : 6,100 : 1,000 : 77,900 : -13,000 : 0.13 

G~·a.in mill prodv.cts------:-··------------------------------: . -10,600 : 300 : 1,000 : 100 : 300 : -S,900 : 0.84 
Beverage~-------------------------------------------------: -18,400 : 300 : 1,100 : 0 : 17,500 : +5CC : -0.03 
Mie:cellsneous w1d combinations-----------------------------: -70 ,!JOO : 1,100 .: 4 ,000 : 900 : 60,100 : -4 ,600 : 0.07 

Pei(ler Blld aJ.lied products·--------------------------·---------: --66,800: 4,400: 7,00C: 900: 31,900: -22,600: -0.3~ 
Cheurl.cals-------------------------------------------------: -204,600 : 16,9CO : 20,500 : 2,200. : 151,7.00 : -13,300 : 0.07 

Drugs--------------------------------------------------: -50 ,200 : 7 ,600 : 6 ,200 .: 200 : 15 1200 : ··21 ,000 : O. 42 
Soaps e.nd cosmetics---------------------------------------: -27,900 : 300 : Boo : 100 : 14,SCO : -11,900 : o.43 
Industrial organic and inorgsnic--------------------------: -33,600 : 8,400 : 11,500 : J ,000 : 43,000 : +30,300 : -0.90 
Plastics materials----------------------------------------: -52,300 : 300 : 700 .: 600 : 26,900 : -23,BoO : 0.46 
Miec~llaneous Blld combinations-----------------------------: -40,600 : 300 : 1,300 : 300 : 51,SOO : +13,100 : -0.32 

Rubber------------------------------------------------------: -77,800 : 5,200 : 1,900 : 500 : 6,300 : -63,900 : 0.82 
Primary and fabricated metals 1/----------------------..:, ______ : -218, 700 : 37 ,700 : 16,300 : 4 ,000 : 94 ,300 : -66,400 : O. 30 

Primary];/-----------------------------------------------: -39,800: 5,200: 4,ooo : 1,6011: 37,400: +8,400: -c.21 
Fabric11t.ed, excluding aJ.uminum, copper and brass--------: -143,300 : 17,200 : 5,200: 1,900 : 19,600 : -99,400 : 0.69 
Primary snd fabricated aluminum 1/------------------------: -35,300 : 11,000 : 4,700 : 300 : 20,SOO : +J,500 : -0.04 
Miscellaneous metaJ. products])-"::-------------------------: -300 : 4,300 : 2,000 : 200 : 16,500 : +22,700 .: -75.67 

Machinery, except electricaJ.--------------------------------: -355,700 : 27,900 : 84,600 : 8,900 : 50,200 : -184,100 : 0.52 
Farm machinery·Blld equipment---------------~--------------: -25,600 : 3,800 : 8,100 : 500 : 4,Boo : -8,400 : 0.33 
Industrial machinery and equipment------------------------: -141,000 : 17,300 : 21,500 : 4,400 : 15,600 : -82,200 : 0.58 
Office machines--------------------------------------------: -44,900 : 1,300 : 22,700 : 100 : 9,500 : -11,200 : 0.25 
Elt>ctronic cqmputing equipment-----------------------------: -8J.,8oO : 3 ,400 : 24, 700 : 1,800 : 4 ,000 : -47 

1
900 : 0. 59 

Miscellaneous nonelectrical machinery--------------------: -62,400: 2,100: 7,600: 2,100: 16,.?00: -34,400: 0.55 
Elect~ical machinery----------------------------------------: -343,400 : 12,700 : 31,300 : 4,ooo : 63,400 : -232,000 : o.68 

Ho~sehold appliances--------------------------------------: -41,800 : 1,900 : 1,400 : 300 : 15,200 : -23,000 : 0.~5 
Electrical equipment snd appar&tus-----------------------: -90,300 : 3,500 : 13,200 : 1,200 : 10,600 : -61,SOO : o.68 
Electron:tc components, radio and T.V.----------------------: -117 ,900 : 4,000 : J.4,400 : 2,100 : 33,700 : -63,700 : 0.54 
Miscellsnecu8 electrical·machinery------------------------: -93,400 : 3,300 : 2,300 : 400 : 3,900 : -83,500 : o.89 

Transportation equipment----------------------------------: -388,200 : 8,800 : 79,400 : 6,100 : 20,100 : -273,BoO : 0.71 
Textiles snd apparel---------------------------------------: -84,600 : 2,500 : 1,900 : 1,000 : 40,800 : -38,400 : 0.45 
Lumber, wood, snd :t'urniture---------------------------------: -56,100 : 3,000 : 2,300 : 700 : 23,400 : -26,700 : o.48 
Printing and publishlng---------.:----------------------------: -24 ,200 : 1,200 : 2 ,400 : 700 : 4 ,600 : -15 ,300 : o.63 
Stone., cley, snd glass-------------------------------------: -66, 400 : 3, 300 : 2, 700 : 700 : 16, 200 : -4 3, 500 : o. 66 

.Instruments-------------------------------------------------: -91,500 : 5,500 : 23,300 : 1,600 : 10,100 : -51,000 : · 0.56 
Miscellaneous msnufacturing, ordnance, leather, tobacco------: -301,700 : 9,400 : 6,900 : 2,100 : 30,300 : -253,000 : 0.84 

, I H'v" 1 "'"0 a C!-Tf" .,.,., f'D-•---· " __ , ... , __ --~ 0 ""'-'-- -&· ., __ ~~-------- u L ,_; --~ _, L : : • 'ens in s~e country. : : 

Sources: Based on data from U.S. Department of CoDm"erce, Bureau of Economic AnaJ.ysis, International Inv~stment Division, and U.S. Tariff Commission 
surveys. See methodological appendix to this chapter. 
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telephone survey was conducted to determine the sizes of home office 

staffs, the existence of whose jobs depended upon production facili

ties abroad. Particular care was directed to exclude any staff in 

support of domestic export operations. These jobs are jobs gained 

by. foreign direct investment and must be deducted from the gross job 

loss. Their numbers are listed in column 2 of the table. 

Production overseas generates exports from the United States. 

Setting up production abroad requires machinery and related equipment, 

some proportion of which is exported from the United States. A more 

constant factor is the export of raw materials and intermediate goods. 

These exports to affiliates generate domestic employment which consti

tutes another offset to the gross job loss from production abroad. 

Estimates of its size appear in column 3 of table 9 . 

. There is a.n additional export effect which must be considered. 

Untler the assumptions employed, foreign direct investment is an addi

tion to the host country's domestic investment. It therefore generates 

an income effect felt throughout the rest of the host economy. An 

estimate of the total increase in income attributable to the original 

investment permits an estimate of the host-country imports attribut

able to this income. A certain portion of these imports would be 

imports from the United States. Again, U.S. jobs can be tied to these 

exports and must be deducted from the gross job loss, as shown in 

column 4 of the table. 

The size of the gross job lo.ss is dependent largely on the assump

tions of our hypothetical world. The job gains are dependent on the 
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real world in which a given amount of U.S. foreign direct investment 

controlled by U .s. multinational corporations has taken place. To 

describe completely these real-world job gains, an inward flow of 

direct investment from abroad must be acknowledged and its effects 

studied. 

Foreign multinational corporations have made substantial direct 

investments in the United States. A complete picture of the multi

national corporation employment situation should include the jobs 

attributable to the production of U.S. affiliates of these foreign 

corporations. However, .care must be taken to apply to foreign inves

tors in the United States the same regimen of assumptions as that to 

which U.S. direct investors abroad are subjected in the analysis. 

Strictly speaking, this amounts to a subtraction from actual U.S. 

employment of the number of jobs created in the United States by 

f~eign-owned MNCs, because the analysis runs in .terms of what would 

have happened if the investment had not taken place. The "Gross Job 

Loss" estimates in column 1 of table 9 essentially measure the number 

of jobs in the U.S. that would have been gained in the United States 

if the U.S.-based MNCs had not invested abroad. Therefore, the 

effect of considering· the impact of foreigners' investments in the 

U.S. would be a reduction of the column 1 figures, because it is 

really an estimate of the number of U.S. jobs that would have been 

~if the foreign~based MNCs had not invested in the United States. 

Reflecting these considerations, the estimated numbers of·U.S. jobs 

accounted for by .foreign direct investors in U.S. manufacturing 
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industries are listed in column 5 as a separate group of offsets to 

the column 1 figures. 

The hypothetical n~t impact on U.S. labor of overseas direct 

investment--equal to the gross loss (column l) minus the sum of the 

gains (columns 2 through 5)--is calculated in column 6 of the table. 

This is an estimate of the maximum job loss that could have occurred. 

It is the most pessimistic possible conclusion so far as U.S. employ

ment is concerned. Even under the stringent assumptions which gener

ate it, the net effect £or all manufacturing turns out to be only 

about half as large as the original gross job loss hypothesized--1.3 

million as against 2.4 million jobs. 

There are important differences in net effects among the various 

subsectors and branches of manufacturing. Among the 14 subsectors 

which correspond to the two-digit level of the SIC (Standard Industrial 

Classification) code, Transportation Equipment was the largest contri

butor to the net loss shown, to the tune of almost 274,000 jobs. 

"Other" Manufacturing (ordn~nce, leather, tobacco, and miscellaneous 

manufacturing) followed with 253,000; Electrical Machinery with 232,000; 

Nonelectrical Machinery with 184,000; and Metals with 66,000. At the 

ether end of the spectrum, subsectors showing the smallest contribu

tions to the overall net employment loss were Food Processing and 

Che.roicals with 13, 000 each; and Printing and Publishing with 15, 000. 

The net impact calculations contain some results at the more 

disaggregated "branch" levels that are immediately apparent and pos

sibly surprising. These are in Beverages, Industrial Chemicals, 



"Miscellaneous" Chemical Production 9 !/Primary Metals, Primary and 

Fabricated Aluminum 9 and Miscellaneous Primary and Fabricated Metals. 2/ 

In these indiistries, the net employment effect is positive. In all 

others, the effect was negative--i.e., the job gains due to both U.S. 

and foreign multinationals were not sufficient to overcome the assumed 

gross job loss. 

One result of the estimates that should be highlighted is that 

they are heavily influenced by the impact of foreign-based :MNCs on 

U.S. domestic employment. At the all-manufacturing level, the foreign 

MNCs account for over 57 percent of the 1.08 million U.S. jobs esti-

mated as gains in employment which offset the gross losses in column 

1. This offset by foreigners' employment of U.S. workers is not 

uniform across industries, however. Some 70 percent of the foreigners' 

U.S. employment--437,500 jobs--is concentrated in five indust-ries: 

Chemicals, Metals, Food Products, Electrical Machinery, and Non-Elec-

trical Machinery. 

To facilitate orderly analysis of the various net effects at the 

detailed industry levels, the results are arranged by rank in table 

10. Column 1 of that table is a ranking of all branches from the 

largest positive net effect to the largest negative net effect. It 

.1/ Paints, Varnishes, Lacquers, Enamels, and Allied Products (SIC 
Code 285); Gum and Wood Chemicals (SIC Code 286); Agricultural Chemicals 
(SIC Code 287); and Miscellaneous Chemical Products (SIC Code 289). 

2/ Primary Smelting and Refining of Copper (SIC Code 3331); Rolling, 
Drawing, and Extruding of Copper and Aluminum (SIC Codes 3351.and 3352); 
Aluminum Castings (SIC Code 3361); and Brass, Bronze, Copper, Copper 
Base Alloy Castings (SIC Code 3362). 
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Table 10:-- Ranking of sectors at lowest possible division 

Industry Sectors 

Industrial chemicals 
Miscellaneous primary & fabricated metals 
Miscellaneous chemicals & .combination firms l/ 
Primary metals, except aluminum'!±./ 
Primary and fabricated aluminum f:±J 
Beverages 
Miscellaneous food products & combination firms 1/ 
Farm machinery and equipment 
Grain mill products 
Office machines 
Soaps and cosmetics 
Printing and Publishing 
Drugs 
Paper and 8.llied products 
Household appliances 
Plastics materials 
Lumber, wood products, and furniture 
Miscellaneous non-electrical machinery 
Textiles and apparel 
Stone, clay, and glass products 
Electronic computing equipment 
Instruments 
Electrical equipment and apparatus 
Electronic components, radio, and T.V. 
Rubber 
Industrial machinery and equipment 
Miscellaneous electrical machinery 
Fabricated metals, except aluminum, copper,brass 
Miscellaneous manufacturing 
Transportation Equipment 

Rank by 
Net 
Impact i/ 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Rank by 
Ratio 

2/ 

2 
1 
3 
4 
5 
6 
7 
9 

28 
8 

12 
22 
11 
10 
18 
14 
15 
17 
13 
23 
21 
19 
24 
16 
27 
20 
30 
25 
29 
26 

"};} Rank by size of net impact as shown in column 6 of table 9, from 
largest positive value to largest negative value. 

'E} Rank by ratio of net impact to gross loss as shown in column 7 of 
table 9, from lowest to highest values. 

J) "Combination firms" are those which manufacture several lines 
within a broad product category. 

!±./ Excludes SIC 333 (primary smelting and refining of non-ferrous 
metals) when related to mining operations in same country. 

Source: Table 9 
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permits a determination of the relative contribution of each industrial 

branch to the total employment displacement. 

This ranking by absolute net impact gives a general idea of how 

the sectors affect the total net employmeut attributable to the MNCs, 

but the approach is deficient on several counts for an examination of 

how the individual sectors are affected. An examination of this type 

is particularly obscured by ranking according to absolute size, which 

shows mainly that large firms or sectors have large employment effects. 

Moreover, this ranking indicates nothing about what changes have 

occurred to give rise to the net employment effect; it merely presents 

an end result. These defects can be demonstrated by a few examples. 

Consider the Farm Machinery and Grain Mill Products industries 

as they appear in table 9. Their net impacts are very similar, minus 

8,400 jobs versus minus 8,900 jobs. However, Farm Machinery leads off 

with an imputed gross job loss of almost 26,000, whereas Grain Mill 

Products began with only about 11,000 jobs in its column 1 entry. Even 

though the end results were approximately the same with respective 

rankings of 8 and 9 (table 10), the difference in jobs lost at the 

initial gross level is greater than at the net impact level. This 

difference between gross and net is a result of differing sizes of 

job gains attributable to the MNCs in each case. 

A more obvious discrepancy appears when Grain Mill Products are 

compared with Office Machines. In the rankings, Gri_:i.in Mill Products 

are ninth and Office Machines tenth, but the initial gross loss of 

the farmer is less than a fourth of the gross loss of the latter. 
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There are very :few job gains in Grain Mill Products due to the MNC 

effect, a.nd its :fairly high.ranking is due more to its relatively small 

size than to any other ~actor.· This information is lost by just pre

senting a ranking by the end result. 

The reverse of Grain Mill Products is the case of Industrial 

Machinery with gross loss 141 thousand, net impact 82 thousand, and 

rank 26. It can be contrasted with miscellaneous Electrical Machinery, 

gross loss 93 thousand, net loss 84 thousand, and rank 27. The job 

gains in Industrial Machinery are much greater than in miscellaneous 

Electrical Machinery, and the rank of 26 ignores this completely. 

This is a case of a relatively large sector being ranked relatively 

low due more to size than any other factor, although its performance 

in terms of job gains is indeed significant. 

In summary,. the most logical first choice of the presentation 

of results, that of absolute net job impact, is not entirely suitable. 

The net job losses are indeed meaningf'ul but this presentation obscures 

too much useful information involving those changes that generate the 

net impact--job gain.s that arise due to the modus operandi of the MNC. 

The effect of these job gains also can be simply described in 

the form of a ratio. This is presented in column 7, table 9; it is 

calculated as the ratio of net job impact to hypothetical gross job 

loss." This ratio in its turn is unable to. summarize all of the rele

vant information, but must be considered in conjunction with the 

absolute net impact. 



660 

Some introductory examples may help to clarify what this ratio 

describes. If an inliustrial branch has no job gains to offset the 

gross job loss, then the ratio reaches a limiting value of one. This 

limit is theoretically impossible due to the income effect and the 

requirement of some overhead personnel, necessary by definition to 

run a multinational corporation. Depending on the particular industry, 

more and more job gains offset that industry's gross loss. If the 

gains completely offset the loss, the resulting ratio is zero. There-

fore, one can obtain a ranking for each industry within the range of 

zero to one. 1/ Relative comparisons can be made among industries, 

as a lower number indicates a more important job creating effect. 

This approach also tends to reduce the effect of industry size which 

earlier affected the absolute net impact series. Now each industry 

is considered solely on its ability to recoup jobs, _with less emphasis 

on relative size. 

The new ratio appears .in column 7 of table 9, and the industries 

are ranked by values of the ratio (from lowest to highest) in column 

2 of table 10. The problems uncovered in the column l rankings of 

table 9 now can be examined in light of the new ratios and their 

rankings. Recall that Farm Machinery and Grain Mill Products were 

1/ In those cases ·where the net impact is positive, a separate rank
ing is used. Since the ability of job gains to offset losses is at 
issue, this group must be superior to the fonner group and concern is 
only with ranking within the group. The total job gain is divided by 
the loss, which results ;in a ratio greater than one that should be 
ranked in ascending crd~r instead of descending order. 
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ranked approximately the same (8 and 9) in column 1 because of the 

similarity of end results in terms of absolute net impact. Now it can 

be seen that Farm Machinery (ratio 0.33) has an almost unchanged rank 

of 9 in column 2--while Grain Mill Products (ratio 0.84) falls in 

rank from 9th in column 1 to 28th in column 2. Among other industries, 

Printing and Publishing falls from 12th to 22nd; Industrial Machinery 

moves up from 26th to 20th; and Miscellaneous Electrical Machinery 

falls from 27th to 30th. Electronic Components, Radio and TV increases 

in rank from 24th to 16th; and Textiles and Apparel moves up from 19th 

to 13th. 

The Miscellaneous Metals ratio (-75.67) is so far out of line with 

the others that some explanation is in order. The primary difficulty 

with this sector is in the conflict between the manner of reporting 

by the companies and the SIC classification system which underlies 

the schedule of industries used here. When mining, smelting, and 

refining all occur in the same country, SIC 333 (Primary Smelting and 

Refining of Nonferrous Metals) is taken out of the manufacturing 

scheme and moved up into mining. This throws off the calculation of 

net impact to an unknown extent in the direction of overstating the 

job gains because the data on job gains could not be so divided. If 

the job impact were calculated for all sectors outside manufacturing, 

there would tend to be a cancelling out of this effect in the aggre

gate results but this approach was not attempted. 

The presentation and analysis of the Case 1 employment-impact 

estimates now can be summarized. For a hypothetically constructed 
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world in· which any substitution of foreign-owned production facilities 

for those of the MNCs is assumed away as. "what would not have happened" 

if the MNCs had not invested abroad, estimates of gross job losses and 

net job impacts on industries and subindustries have been calculated. 

For all manufacturing, the gross job losses by 1970 were estimated 

at 2.4 million, whereas the net impact was only 1.3 million jobs. 

Among different industries, the amounts by which job gains generated 

by MNC operations are able to offset the gross losses vary quite 

considerably. Some industries successfully create almost as many 

jobs as the gross loss figures show in the other direction; others 

do more poorly in this respect. 

Two different methods of ranking the industries were presented. 

It was shown that the ratio Of net job impact to gross job loss con

tained valuable information that was lost by consideration of the 

si2e of the net impact alone. This was demonstrated by the shifts that 

took place in the relative positions of various industries in the 

respective ranking schemes. 

Job impact estimates--Case 2 

The net impact in table 9 is calculated on the assumption that 

no substitution in production abroad would occur if this production 

was reduced. That this is not the case is generally accepted--it is 

more a question of degree. In developed areas such as Western Europe, 

highly competitive local industry may possess the potential to step 

into any position relinquished by a U.S. MNC. In developing nations 
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which do their best to encourage capital inflows through tax and tariff 

policies, third-country MNCs certainly are encouraged to step into any 

profitable gaps created by U.S. firms' withdrawal or absence. This 

potential ability of host country and third country firms to provide 

the production of goods now supplied by U.S. MNCs could have been 

treated as completely the reverse of its treatment in Case 1. It would 

have been merely a matter of different assumptions--100 percent sub-

stitutipn instead of 0 percent substitution. In the case of complete 

substitution, the net impact would be positive in every case and would 

be equal to the job gains due to MNC operations--the sum of columns 

2 through 4 in table 9, or a total of 461,200 jobs. !/ This estimation 

appears in the context of the Case 1 approach, but additional informa-

tion as to the maximum limit of job loss is presented. Therefore, it 

was considered worthwhile to approach the subject in the manner fol-

lowed, which generates plausible estimates under both assumptions--a 

net loss of 1.3 million jobs versus a net gain of 0.5 million. 

It has proved impossible to determine what rate of substitution 

would take place. Even the newly available data on U.S. MNC activi-

ties do not provide a means of tackling this problem. The situation 

will vary from country to country and depend on a combination of fac-

tors that are both unmeasurable from a data standpoint and require 

1/ Jobs provided by ·foreign MNCs in the U.S.· (column 5) cannot be 
included here because, with 100 percent substitution, all of them 
would have been provided by U.S. employers. Therefore, the foreign 
MNCs' presence makes no difference under the new assumption. 
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assumptions about policy variables that would vitiate any creditable 

data that could be assembled. Therefore, the only alternative at this 

point is to indicate the potential effects of substitution in produc

tion both in the U.S. and abroad. This exercise will demonstrate the 

additional usefulness of the net-impact-to-gross-loss ratio because, 

as the possibility of substitution abroad increases, those sectors 

with low ratios will generate positive job balances with relatively 

less fractional substitution abroad. 

If the assumption is relaxed that no foreign firms will take 

advantage of the production opportunities whose potential has been 

demonstrated by U.S.-owned affiliates, then whatever portion of affili

ate production that would have been lost through substitution abroad 

cannot be considered a potential job loss attributable to U.S. direct 

investment. Only that fraction of affiliate production that would not 

be substituted for by local production can be described as a potential 

job loss and contrasted with the job gains associated with the fUll 

a.mount of direct investment that currently takes place. (U.S. exports 

are still expected to capture all sales that are not substituted for 

by foreign production in the host country.) 

This contrast appears in table 11 and the results can be read 

in the same manner as those of table 9. The difference between the 

two tables is that the estimated Gross Loss in table 11 allows for a 

substitution factor of one-half in each industry, while the column 5 

estimates allow for similar substitution in the U.S. This is a com

pletely arbitrary factor. The actual figure would vary in each sector 
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Table ·U.--Estimation of net employment impact: Case 2, 1970 · 

( ColUllDlS l through 6 show numbers of e~l.c>fees) 

Potential 
gross job 
loss with MNC 

. 50 percent '.headquarters 
;substitution ; employment 

01'fs.ets to potential gross loss 

Effect of :rncame ef'fect:u.s. employ
MllC exports'. : of direct : ment of 

=to affiliates: investment :foreign MNCs 
abroad : abroad : 

!let impact 
with 

50 percent 
substitution 

~ 1lJ : __ (2} _: C.3.L~·_l4L : (5} _ : (6} 

Manufacturing------------------------------: -1,189,600 
Food----------------------------------------: -49 ,800 

Grain mill products---------------------;.-: -5,300 
Beverages----~----------------------~---: -9 ,200 
Miscellaneous and combinations-----------: 

Paper and allied products---------------------: 
Chemicals--------------------------------: 

-35 ,300 
-33,400 

-102,200 
Drugs------------------------------------~: -25,100 
Soaps and cosmetics-------------------------: 
Industrial organic and inorganic-----------: 
Plastics materials-------------------------: 
Miscellaneous and combinations-~-----------: 

Rubber---------------------------------------: 
Primary and fabricate<l. metals 1/-------------: 

Primary Y----------------------------------: 
Fabricated, excluding aluminum copper 

-13,900 
-16,800 
-26,100 
-20,300 
-38,900 

-109,400 
-19 ,900 

and brass--------------------------------: 
Primary and fabricated aluminum 1/-----: 
Miscellaneous metal. products 1/--=--------: 

Machinery, except electrical---=---------------: 
Fa.rm machinery and equipment---------------: 
Indu:;tria.l machinery and equipment---:---:-----: 
Office ma.chines-----------------------------: 
Electronic computing equipment-------------: 
Miscellaneous non-electrical machinery-----: 

Electrical: machinery-------------------------: 
Household e:ppliances--------------------: 
Electrical equipment and apparatus-----------: 
Electronic components, radio and TV--------: 
Miscellaneous electrical machinery------: 

Transportation equipment-----------------------: 
Textiles and iq>pa.rel-------------------------: 
Lumber, wood, and f'urniture-------------------: 
Printing and publishing----------------------: 
Stone, cla;y, and glass-----~------------------: 
Instrlllm!nts--------------------------------: 
Miscellaneous manufacturing, ordnance, leather,: 

-71,700 
-17,700 

-100 
-177,900 
-12 ,800 
-70,500 
-22 ,500 
-40,900 
-31,200 

-171,600 
-20,900 
-45,100 
-58,900 
-46. 700 

-194,100 
-42,300 
-28,100 
-12 ,100 
-33,200 
-45,700 : 

tobac~o-------------------------------------: -150,900 

140,200. 
1,700 

300 
300 

1,100 
4,4oo 

16,900 
7,600 

300 
8,400 

300. 
300 

5,200 
37,700 
5,200 

17,200 
11,000 

4,300 
27,900 

3,800 
17 ,300 

1,300 
3,400 
2,100 

12,70.0 
1,900 
3,500 
4,ooo 
3,300 
8,800 
2,500 
3,000 
1,200 
3,300 
5,500 

9,400 

286 ,600. 
6,100. 
1,000 
1,100 
4,ooo 
7,000 

20,500 
6,200 

aoo. 
11,500 

700 
1,300 
1,900 

16,300 
. 4,000 

5,200 
4,700 
2,000 

84,600 
8,100 

21,500 
. 22,700 
24,700 
·1,600 
31,300 
1,400 

13,200 
14 ,400 

2,300 
79 ,400 
1,900 
2,300 
2,4oo 
2,700 

23,300 

6,900 

34,4oo. 
1,000 

100 
0 

900 
900 

2,200 
200. 
100 

1,000 
600 
300 
500 

4,000 
1,600. 

1,900 
300 
200 

8,900 
500 

4,400 
100 

1,800 
2,100 
4,000 

300 
1,200 
2,100 

400 
6,100 
1,000 

700 
700 
700 

1,600 

2,100 

310,600 
39,000 

200 
8,800 

30,000 
16,ooo 
75,800 

7,600 
7,4oo 

21,500 
13,4oO 
25,900 

3,200 
47,200 
18, 700 

9,800 
10,400 

8,200 
25,100 
2,400 
7,8:io 
4,800 
2,0:>0 
8,1:>0 

31, 7)0 
7,6:>0 
5,3JO 

16,8JO 
2,0JO 

10,000 
20,4:>0 
11,700 
2,300 
8,100 
5,000 

15,200 
: : . : :· : : 

, I T.t __ , __ -" ,... .... ,.. ............ (n .... .:_ .... _ .. c-.... ,+.:-- --ill I) ... ~ ..... .:--"'"" 't.T-.- 4'-----·- 'l.f-.1.._,_ \ __ ...__ .. • .. . • • • I I 

Sources: See table 9. 

-417 ,800 
-2,000 
-3,700 
+1,000 
. +700 

-5,100 
+13,200 
-3,500 
-5 ,300 

+25,600 
-11,100 

+7,500 
-28,100 
-4,200 
+9,600 

-37 ,600 
+8,700 

+14,600 
-31,400 

+2,000 
-19,500 
+6,400 
-9,000 

-11,300 
-91,900 
-9. 700 

-21,900 
-21,600 
-38, 700 
-89 ,800 
-16 ,500 
-10 ,400 
-5,500 

-18,Loo 
-10 ,300 

-117,300 
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in every country and the world gross loss would be calculated by add

ing up all these individual results--an impossible task at the moment. 

Therefore, the table is purely illustrative. It serves two purposes: 

one, it conveys an idea of the effect on the total net impact produced 

by.allowing substitution to enter the mod~l; and two, it shows the 

potential of the earlier analysis as a baeis for moving closer to 

reality. 

The first point is obi'i.ous by comparison of the two tables' all

manufacturing net impact results. The net impact (job loss) drops 

from 1.3 milli'on to 418 thousand. The second point can easily be 

demonstrated. Recall the original examples of Farm Machinery and 

Grain Mill Products. The original Case 1 gross loss for Farm Machi

nery of 26 thousand jobs has been reduced to 13 thousand in Case 2, 

while Grain Mill Products' gross loss has been lowered from 11 thou

sand to 5 thousand. The initial respective net effects in Case 1 

were very similar--8 thousand and 9 thousand--but their ratios indic

ated a greater divergence--0.33 and 0.84, respectively. These ratios 

point toward the new Net Impact figures with 50 percent substitution 

in Case 2--Farm Machinery, +2 thousand jobs, and Grain Mill Producti;;, 

-3.7.thousand jobs. The industry with the larger initial gross loss 

and lower ratio develops a substantial positive job effect over an 

industry which began with a smaller initial gross loss and, most 

importantly, a higher ratio. 

The above demonstration should convey the importance of the net 

impact to gross loss ratio when the possibility of substitution is 
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admitted. It cannot be established what amount of potential substitu

tion is inherent in any industry. The amount of potential substitution 

is a characteristic of 'a particular sector in a particular country 

under a particular regime. The ratio serves the usefUl purpose of 

rocusing on the job gains which develop from MNC activities and which 

vary from sector to sector according to the existing industrial oper

ating organizations in those sectors. If a set of substitution ratios 

could b'e determined, these, in conjunction with the net impact to gross 

loss ratios, could begin to summarize the job effect of the MNCs. 

Job impact estimates--Case 3 

In deriving the Case 1 and Case 2 estimates of gross loss, it 

was assumed that U.S. exports could supply all those products produced 

overseas by U.S. affiliates under variant assumptions about substitu

tion in production. It would have been more realistic to note that, 

if U.S. direct investment had never occurred, U.S. exporters would 

have had to compete in this market with traders of other countries. 

A determination of gross job loss could hinge upon what proportion 

of these markets U.S. exports could be expected to supply. The share 

that U.S. exports could not reasonably be expected to supply could not 

be considered as contributing to potential job losses. This propor

tion can be estimated with currently available data so long as a 

normative standard of success can be agreed upon--so long as it can 

be agreed what level of exports is "appropriate" for U.S. industry. 
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A suitable measure of U.S. exports' ability to supply these new 

markets would be the share of U.S •. exports in world trade for each 

industry for. some· period in the past which nearly everyone would 

agree was a time of "success" for U.S. exports. The real question 

concerns which period to select as a standard. 

Critics of the MNCs argue that foreign direct investment has 

depressed U .S; exports by shifting production overseas and by more 

rapid dispersal of U.S. technological advantages. These factors, plus 

whatever cost factors pertain, have reduced U.S. ei:port shares. In 

order to satisfy this complaint, a time period was chosen that ante-

dated the rapid expansion of foreign direct investment but which did 

not become overly clouded by the lingering a~er-effects of World War 

II. Two adjacent years, 1960 and 1961, were averaged; one could be 

considered a very good year for U.S. export shares, and one a slightly 

less successfUl year. In both years, investments abroad by U.S.-based 

MNCs were still relatively small, and widespread fear of sagging U.S. 

exports was absent. 

Taking U.S. exports' shares of the industrial countries' exports 

in 1960-61 as a standard of·high performance, it is assumed that U.S.-

origin products would have been able to capture those same shares of 

the affiliates' total sales in the affiliates' absence. The strict 
.. 

no-substitution rule of Case 1 also is assumed once again. Under 

these assumptions, the net employment impact of the operations of 

U.S.-based MNCs can be re-estimated. 
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'l'he requirements of logical synnnetry within the model also demand 

that similar assumptions be applied to foreign-based firms with direct 

investments in the United States. If U.S. export shares have fallen 

since 1960-61, then foreign export shares must have risen. But, by 

assumption, U.S. export shares are to be held at their 1960-61 levels 

in the calculations. Therefore, it is necessary to hold foreign export 

shares constant as well, which implies that, had :foreigners been unable 

to increase their export shares, they would have invested more heavily 

in the United States, thus generating more new U.S. jobs. These con

siderations are given effect in the Case 3 estimates in the following 

manner. If foreign shares of the industrial countries' exports act

ually increased between 1960-61 and 1970 (the year on which the esti

mates are centered), the column 5 figures of table 9 were adjusted 

upward proportionally to the amounts of increases, on the reasoning 

that, if the shares are assumed not to have increased, greater foreign 

direct investment in the United States would have occurred. Similarly, 

if foreign export shares decreased over the period, the adjustments 

were made in a downward direction, proportional to the amount of 

decrease. 

Table 12 presents the new calculations of estimated potential 

Gross Loss based on an expected export perfonnance tied to U.S. export 

sh8.res of the 1960-61 period (column 2). Against this gross loss that 

could be expected to derive from foreign direct' investment are set off 

the estimated U.S. job gains that result from the current operations 

of MNCs, both U.S. and foreign, the latter being adjusted from Case 1 
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'l'Ule 12. --Eatimation or .net emplo1111ent impact: Case 3, 1970 

(Columns 1 throU§h 6 ahov numbers or eigployees I 

:on... to potential gross loss 

Potential 
MllC Effect of Income effect Induatry Gross loss 

'OD Share headq11arter• MNC exports of direct 
baBis emplo1111ent to attiliates investment 

abroad abroad· 

(1) (2) (3) (4) 

Manufacturing- -6o3,100 140,200 286,600 34,400 
Food-------- -16,500 l,700 6,100 1,000 

Grain mill product -· .Ji ,600 300 l,000 100 
Beverages-- -200 300 l,100 0 
Miscellanoous and combination&--_; -ll,700 1,100 4,000 900 

Paper and allied prciducte---------'. -9,600 4,400 7,000 900 
Chemicals--------- -----· -58,700 16,900 20,500 2,200 Drugs-----------------' -14,aoo 7,600 6,200 200 

Soaps and cosmetics---------------; -8,600 300 800 100 
Industri!LI. organic and 

8,400 inorgai;iiCt c. (. 04t O . 6'T"UIUW:Ott•O.lfl.~--· ...a.,4oo ; ll,500 1 1000 
Plastic a.-~--....... --,.... R=- .. :--1 ..J.7·,000 1. ·300 .... .Too T 6oo 
Miscellruieoo.s ·..;,(1 combi;;ations-- --' -9,90Q 300 1,300 300 

Rubber--------------------' -22,000 5,200 1,900 500 
Primary and fabricated metals !/-------' -46,900 37,700 16,300 4,000 

"Primary !/ -- -----· ..6,200 5,200 4,000 l,600 
Fabricated, excluding aluminum, • copper and bras&---------' -32,700 17,200 5,200 1,900 
Primary and· fabricated : 

alumin\Dll !!--------------= -7 ,900 ll,000 4,700 300 
Miscellaneous metal products!/----' -100 4,300 2,000 200 

Machinery, except electrical--------' -107 ,800 27 ,900 84 ,600 8,900 
Farm machinery and equipment--------' -10,600 3,800 8,100 500 
Industrial machinery and 

equipmen1>-------------- --< -47,100 17 ,300 21,500 4,400 
Office machines--------------~ -15,100 l,300 22,700 100 
Electronic computing equipment-----: g/ -19,000 3,400 24 ,700 1,800 
Miscellaneous non-electrical : 

machinery-----------------: -16,000 2,100 7,600 2,100 
Electrical machinery-------------: -84,900 12,700 31,300 4,ooo 

Houaehold appliance..---------- - ·: -10,100 1,900 l,400 300 
Electrical equipment and 

apparatu....------------ --< -20,000 
Electronic components, radio : 

3,500 13,200 1,200 

and TV--------------: -28,6oo 4,ooo 14,400 2,100 
Miscellaneous eiectrical macninery -- : -26,200 3,300 2,300 400 

Transportation equipment-----~--: -ll3,400 8,800 79,400 6,100 
Textiles and appare~----------: -8,900 2,500 l,900 1,000 
Lumber, vood, and turni ture ------- : -6,700 3,000 ?,300 700 
Printing and v.iblishin&--------: -7,000 l,200 2,400 700 
Stone, cley, and glas----------: -9,8oO 3,300 2,700 700 
Instr=ents ---------------: -19,BoO 5,500 23,300 1,600 
Miscellaneous manufacturing, ordance, 

leather, and tobacco----------: -91,100 9,400 6,900 2,100 

u.s. employ-
ment of 

foreign MNCs 
on share 
basis 

(5) 

629,900 
52,900 

200 
16,800 
35,900 
31,000 

167 ,400 
17,100 
17 ,200 

43,400 
31,300 
58,400 
7,800 

99,500 
39,600 

20,300 

21,500 
18,100 
54. 700 
6,800 

18,200 
8,900 
3,700 

17,000 
65,500 
17,700 

11,200 

32,100 
4,500 

22,000 
43,200 
20,900 

5,000 
16,100 

9,600 

)11 ,300 

Y Excludes SIC 333 (Pr1.lnary Smelting and Refining of Non-ferrous Metals) when related to mining operations in same 
Y Estimated as residual in Machinery sector. 

Sources: see table 9. Export shares based on OEX:D statistics. 

:let 
impact 

export share 
basis 

(6) 

+488,ooo 
+45,200 
-3,000 

+i8,ooo 
+30,200 
+33,700 

+148,300 
+16,300 
+9,800 

+55,900 
+15,900 
+50 ,4oo 

-6,600 
+U0,600 

+44 ,200 

+ll,900 

+29,600 
+24 ,500 
+68,300 

+8,600 

+14,300 
+17,900 
+i4,6oo 

+12,800 
+28,600 
+11,200 

+9,100 

+24,ooo 
-15,700 

+2,900 
+39,700 
+20,200 

+2,300 
+13,000 
+20,200 

-39,200 

country. 
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as described above. The results are self evident. The net impact. 

for all manuf'acturing has turned positive. .Among the subsectors, the 

only significantly negative net impact figures appears for Miscellane

ous Manuf'acturing (39,200 jobs lost) and Miscellaneous Electrical 

Machinery (15,700 jobs lost). There are some strongly positive results, 

especially in Chemicals and Metals. 

The original all-manufacturing net impact of -1.3 million jobs 

under the most negative of trade and substitution assumptions becomes 

a net gain of one-half million jobs only through a relaxation of the 

trade assumption. The model is still a strictly logical approach 

with zero substitution in production assumed. The only change is to 

assume that U.S. exports could not capture all of the markets of U.S. 

affiliates abroad, but that they could capture a share of those mar

kets based on a period when U.S. exports were still highly successful 

abroad and substantial trade surpluses--and jobs--were being generated. 

Under Case 3, the MNCs have contributed a net job gain for the 

U.S. economy, relative to a reasonably high standard of what they 

should have been able to contribute to U.S. exports and e:iq>ort-related 

employment, had they kept their capital at home. Indeed, this esti

mate is biased in the direction of excessive pessimism because it 

totally rejects--by assumption--the MNCs argument that at least a 

portion of the MNCs foreign direct investment has to.go abroad to 

prevent foreigners from getting there first. .As the analysis of 

cases 1 and 2 has shown, a relaxation of both the substitution and 
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export trade assumptions would quickly show the MNCs producing even 

larger net gains for' U.S. manufacturing employment than those shown 

in Case 3. 
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Pa.rt D. Labor Union Reactions to the MNCs in 
the United States and Abroad 

Introduction and summa:;.y 

Worldwide, trade union attitudes and views toward multinational 

corporations can be ranged along a "permissive-to-protectionist" scale. 

Generally, unions in countries hosting MNC operations are relatively 

permissive; those in the United States a.re less so. 

Probably the major determinant of a particular union's position 

on the scale is the perceived degree of employment or unemployment 

of its members resulting from MNC activities. Unions in countries 

hosting MNC facilities, albeit with specific, numerous, and wide-rang-

ing concerns prompted by the advent of MNCs, see an apparent positive 

employment benefit for their members. Under these circumstances, all 

other problems are bea.;rable until long-run solutions can emerge as a 

result of continuing union pressure on the companies. In Belgium, 

where there is a greater U.S. investment per capita than in any other 

country in Europe, there is a remarkable absence of resentment against 

that investment even though U.S.-based MNCs reportedly often do not 

prepare themselves properly to operate under local conditions and 

customs. In Canada, where some 65 percent of the trade union member-

ship is structurally affiliated with U.S. international unions, the 

major concern is less with the issue of collective bargaining with 

MNCs as with the fear that Canadian sovereignty might be undermined 

by the actions of foreign (U.S.) trade union officials insensitive 

to Canadian aspirations. 
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In West Germany, much of the MNC.: investment is in capital-inten

sive production. The MNCs do not bid up wages and, because of manage

ment attitudes, there is a fair amount of social opposition to work

ing for them. They generally locate in the over-industrialized areas 

rather than those designated for development where unemployment is 

highest. However, partly because of their contribution to the growth 

of economic activity, there are not enough workers to go a.round for 

the size of the industrial establishment. As a result, labor and the 

government have not focussed on the MNC, are not particularly aware 

of an MNC issue, and warmly welcome the MNC. 

The reaction of British trade unions is less permissive but not 

particularly virulant. The United Kingdom is both the "home" country 

to many MNCs and the "host" country to a large number of foreign-owned 

MNCs based in the United States and elsewhere. The unions have expressed 

some anxiety over MNC tendencies to locate in areas other than where 

unemployment is high, which ignores and fr.istrates governmental deve

lopment policies. ·The insensitivity of MNCs to the traditional British 

system of industrial relations is not considered a radical challenge 

and has been accepted by labor. There is little concern on the part 

of British labor that United Kingdom-based MNCs mB\Y" be creating jobs 

overseas and that direct investment abroad should be curbed. Instead, 

the union's position mB\Y" be characterized as leaning toward setting 

· ground rules for the orderly advance of multinationalism. 

Most labor iinions in the United States occupy the non-permissive 

end of the scale. They acknowledge that the MN Cs might bring benefits, 
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but allege that these are not great enough to compensate the nation 

for their cost in terms of unemployment. Any benefits that might 

accrue are generalized, diffuse, and measurable only in the aggregate 

while unemployment resulting from displaced production is specific, 

tangible, and disaggregated. The unions see the social welfare of 

workers as more important than profits. They reject the comparative 

advantage argument that by allocating resources on an international 

basis the United States can concentrate successfully on those indus

tries where its technological advantage offsets the higher costs of 

production. They point out that technology is mobile and assert that 

the benefits of international specialization do not flow to labor. 

They want curbs on MNCs and believe that these will assist a return 

to full employment in this country. The fundamental assumption in the 

foregoing argument, which is most articulately and warmly supported 

by the AFL/CIO among the large union groups, is that the issues raised 

by MNC expansion abroad and the declining competitiveness of U.S. goods 

in international trade are closely linked. 

Labor reaction in the United States 

The growth of multinational corporations has aroused serious 

concern among labor unions. In the United States, the American Feder

ation of Labor-Congress of Industrial Organizations (AFL-CIO) has been 

one of the most articulate in voicing these fears. It sees the establish

ment of foreign subsidiaries of U.S. firms as contributing substantially 

to the internationalization of technology.· This allegedly leads to 



producti vi.t:y: levels: close to those. in similar U.S. plants. At the same 

time, the subsidiaries take maximum advantage of lower wage and fringe 

benefit costs and produce goods at lower unit costs than in the United 

Stat~s. These goods displace U.S. exports to markets in the host 

country and in third countries, and also are imported into United 

States for sale at U.S. market prices. The result is displacement 

of U.S. production, loss of American jobs, and deterioration of the 

U.S. position in world trade. 

The export of American jobs.--The AFL-CIO perceives the growth 

of the MNCs as a major cause of the decline of the United States' 

world trade position. Its estimate of adverse domestic employment is 

accordingly cast in the larger context of this nation's chan~ing trade 

patterns. As seen by the AFL-CIO, at least 25 percent of both U.S. 

exports and imports consist of .closed-system transactions between U .s. -

based MNCs and their foreign affiliates. Another 25 percent involves 

other operations of MNCs with foreign licensees, patent holders, and 

others with which they have arrangements. Estimates of the number of 

jobs associated with overall U.S. foreign trade in 1966 and 1969, 

prepared for the Industrial Union Department of the AFL-CIO, are shown 

below: 



Totai--------------: 
Agricultural-------: 
Nonagricultural----: 
Manufacturing------: 
Nonmanufacturing---: 

677 

(In ·thous a.nas ) · · · 
Employment related to 
merchandise exports 

1966 

2,464 
471 

1,993 
1,203 

790 

2,651 
333 

2,318 
1,410 

908 

Employment required 
to produce imports 1/ 

1966 

1,824 
159 

1,665 
1,124 

541 

2,538 
187 

2,351 
1,600 

751 

i/ Only those items most nearly comparable with domestic products. 

Source: Bureau of Labor Statistics, as shown in Needed: A 
Constructive Foreign Trade Policy, Industrial Union Department, AFL
CIO 

The AFL-CIO study concludes that during 1966-69 U.S. foreign 

trade produced the equivalent of a net loss of 527,000 U.S. jobs. 

This is based on the estimates above, which show that whereas employ-

ment in 1966 related to U.S. exports amounted to 640,000 more jobs 

than the employment which would have been reqUired to produce U.S. 

imports, in 1969 the net surplus of export-associated jobs over 

import-associated jobs was only 113,000. Thus while the number of 

export-related jobs increased during the period, the number of jobs 

required to produce imports increased at a faster rate. About half 

of the estimated number of jobs lost, 269,000, was in manufacturing 

industries, 32 percent or 166,000 in agriculture, and the balance 

of 92,000 jobs in other activities. 

On an overall basis, by extension, the union maintains that at 

least 25 percent of these job losses are directly attributable to 

operations betwee.n MNCs and their affiliates, another 25 percent due 

to MNC arrangements with other foreign firms, and an· unknown extra 
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number of jobs a~versely affected as a result of markets lost to 

sales by MNC affiliates abroad. In addition, there is an indirect 

adverse effect on U.S. employment. Machinery, for example, is made 

from foreign produced steel with an indirect adverse effect on U.S. 

steel production and employment. Employment associated with pro

ducing all components or parts is also indirectly affected. 

Capital-int~nsive and labor-intensive jobs.--Furthermore, the 

jobs being lost as a result of MNC operations increasingly represent 

high technology jobs rather than labor intensive jobs, according to 

the unions. Comparing the increase in the value of competitive 

imports in 1966-69 and the increase in the number of jobs required 

to produce those imports, they find a 60 percent increase in value 

but only a 42 percent increase in required jobs. The disproportionate 

rates reflect the inclusion of more capital intensive products in 

U.S. imports in 1969 than in 1966. This may also be seen in an exa

mination of the kinds of products produced by some MNCs, which elimi

nates the market for U.S.-made goods in host countries and reduces 

the market in third countries. 

Wa.ge costs.--There is no question that wage costs are lower 

in other countries than in the United States. Despite efforts of the 

labor movement over a long period of time to establish universal 

fair labor standards (efforts such as creation of the ILO and attempts 

at international. collective bargaining), wide wage differentials con

tinue to exist be~ween the United States and its major competitors. 
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This exposes the MNCs to th.e accusation that they can exploit rela

tively high rates of unemployment in some countries or the insulated 

or managed economies of others. This ability comes about through the 

ready transferability of capital, management, technology and technical 

know-how among countries, as opposed to the immobility of labor. 

Preferential tariff treatment.--In addition to the favorable wage 

cost differential enjoyed by the MNC in other countries., it is alleged 

that U.S. tariff laws encourage the establishment and increase the 

profitability of subsidiaries through preferential treatment of imports 

of products only partially fabricated outside U.S. borders. Items 

806.30 and 807,00 of the TSUSA limit duties on such imports to the 

value added (at low labor rates) by foreign processing or assembly. 

The MNC thus finds itself in the best of all possible worlds • 

. It uses U.S. technological know-how frequently developed with the 

u.~. taxpayers' money (An example cited is the more than two-thirds of 

the $23 billion spent on research and development in electronics and 

communications from 1957 to 1965 that was accounted for by federal funds). 

It pays substantially lower wages and fringe benefits to foreign 

workers ~han those prevailing in the United States. It enjoys lower 

truces through transfer-pricing and reinvestment of earnings. And 

for that portion of its production imported into the United States, 

the MNC receives what a.mounts to a U.S. tariff subsidy. 

Union remedies.--Remedies proposed by the labor movement to counter 

what it sees as adverse effects of the MNC are designed to make it 

profitable for private corporations to promote desired social, political 
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and economic goals. These include tax measures to remove incentives 

to establish production facilities in other countries and to erect 

disincentives that would curb expanded production abroad. Profits 

earned by the foreign operations of MNCs should be taxed at the time 

they are earned. Taxes paid to other countries should only be allowed 

as a deduction rather than as a tax credit as under present practices. 

The existing depreciation write-off allowance for foreign subsidiaries 

should be replaced with one taking into account the proportion of 

federal f'unds used in developing the technology and the extent to which 

national social goals are being served. Taxes should be imposed on 

licensing and other technology export devices and also should be lev

ied on royalties or other income derived from such arrangements. 

Finally, items 806.30 and 807.ob of the TSUSA should be repealed. 

Other measures necessary to the control of MNCs include foreign 

irrvestment controls taking into consideration the kind of investment 

proposed, the product, country, and the effect on trade, U.S. employ

ment, and the economy. An effective system of reporting is required, 

with standardized bo0kkeeping methods, reporting of transactions, and 

international accounting. Included should be information on wages. 

and hours such as is now required within the United States. Interna

tional fair labor standards should be included in trade agreements and 

the U .s. Fair Labor Standards Act should be applied to foreign as 

well as domestic commerce as intended by the law. 
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Union reactions to the MNCs in other countries. 

The reactions of host-country labor unions to MNC penetration of 

their economies are conditioned in large part by local custom and 

practice in labor relations. The MNCs, especially when they are 

direct investors making their first forays into overseas operations, 

often have been demonstrably insensitive to the need for different 

sorts of interface with labor than has been their experience in the 

United States. 

A few major ways in which foreign labor relations are conducted 

differently than in the United States can be cited for illustration. 

In Europe, worker compensation is determined by complex interactions 

of custom, legislation, and collective bargaining. Governments tend 

to play a greater role than is the case in the United States. Social 

insurance systems and other "fringe benefits" developed much earlier 

in Europe than in the United States. They are more advanced, compre

hensive and widespread, and consequently have taken a far higher 

proportion of payroll costs than in the United States. Much of pre

vailing labor practice in Europe has been legislated, while collective 

bargaining has played the major role on this side of the Atlantic. 

Issues differ too. One. of the current burning questions in European 

labor-management relations is the issue of labor "participation" in 

company management and/or profit-sharing, this issue is virtually 

absent in the United States. Outside Europe, of course, the major 

factor in labor relations is the relative weakness of the labor move

ment. Everywhere--and this includes Europe--dissension among unionists 
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about policies toward the .MNCs has been a principal stumbling-block 

to effective coordination of labor strategies. 

Although concentrating on host country problems brought about by 

.MNC activities, most labor unions in other countries, and particularly 

those with international affiliations, are cognizant of a larger pro

blem resulting from the operation of most trade unions within nation 

states as opposed to .MNC operations on a world wide scale. Decisions 

made by global managements are rB1rely capable of being challenged by 

a:ny trade union (or governmental) body on an international level. 

These decisions nevertheless affect drastically present and f'uture 

employment patterns in countries where MNC operations are situated. 

The MNC thus is thought to have a favorable balance of bargaining 

power vis-a-vis unions which may lead to undermining of established 

industrial relations systems, restricting the right of workers to 

organize to protect their interests, limiting the right to enter into 

collective bargaining with the appropriate.level of MNC decision-ma.k

ing, exploitation of international labor cost and raw material differ

entials through worldwide sourcing, and selling the products to con

sumers everywhere at prices reflecting the price leadership or collusion 

characteristic of oligopoly. Moreover, the policies of .MNCs take 

advantage of the lowest level of social responsibility permitted by 

the nations within whose borders they operate such as, for example, 

in South Africa and lesser developed countries, and tend to retard 

or distort rather than promote development. 
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Employment effect.--The concern of foreign labor unions has 

generally centered on the operations of foreign owned subsidiaries 

in their respective countries rather than on the adverse effects of 

locally-based MNCs on their national economies. They recognize a 

favorable effect on employment when investment is used to set up new 

firms. When investment is used to take over existing firms, however, 

in many cases the MNC institutes international rationalization mea

sures resulting in unemployment. Among the first casualties of such 

measures may be the local research facilities, and this may have 

adverse long term effects on the host countries' technology develop

ment. 

Union recognition.--The problem of union recognition is of uni

versal concern. The MNC, as opposed to a national company, is large 

and has resources at its command to resist union attempts to win or 

maintain recognition. Examples of MNCs reportedly refUsing recogni

tion at one time or another are: IBM, Kodak, Gillette, Holokrome, 

Caterpillar Tractor, Roberts Arundel, Comprehensive Designers (asso

ciated with Lockheed), Continental Oil, Nestle, Goodyear, Cummins 

Engines, Firestone, KLM, Air Canada, and TWA--all in the United 

Kingdom; the United Fruit Company in various Latin American Countries; 

Monsanto and Dupont de Nemours in Luxembourg; and two German firms, 

Muller WipperfUrth and Kurt Wokan, in Austria. 

Job security.--Job security of union members also is felt to be 

threatened because of the MNCs' ability to switch production to sub

sidiaries of the same company in other countries. Threats.to employ 
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such a strategy ~ave been made, for example, by Ford in the United 

Kingdom and Belgium and by Pirelli in Italy. U.S. copper companies 

used a variant of this tactic to withstand an 8 month strike in the 

United States affecting 80 percent of their output. Their production 

in other countries sold for inflated prices on the world market due 

·to the strike-provoked scarcity·. 

Strikes.--MNCs can minimize the financial effect of labor union 

action through duplicate production and the use of excess capacity 

in other subsidiaries. Markets hit by union action can in this way 

be serviced by importing from other countries. 

National economic and social objectives.--There is a potential 

conflict between the goals of the MNC and the economic and social 

goals of the host government. If the government encourages new enter

prises in areas of high unemployment but the MNC prefers to locate 

in an area providing external economies, for the government to insist 

on conformity with its policies may mean losing the investment (and 

employment) of the MNC to another country. Such a conflict may be 

resolved against the best interests of labor. 

Information for effective collective bargaining.--Trade unions are 

at a disadvantage in dealing with the MNC since the firm is required 

to publish information about its finances and operations only in the 

host country. After contract settlements, differences in wages and 

working conditions among the various host countries can then be 

exploited through shi~ing of production lines or other measures by 

the MNC in the interest of profit maximization. This lack of readily 
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available information extends to the profitability of the MNC and to 

locating the source of decision-making with respect to labor relations 

matters. 

Industrial relations practices.--A final major concern of labor 

unions in host cou.~tries of MNCs is the possiblity of conflict with 

"imported" foreign industrial relations practices of the parent coun-

try, or the MNCs' ignorance of fundamental differences between the two 

systems. Prior to 1971 in the United Kingdom, for example, the legal 

framework surrounding industrial relations covered few aspects of 

collective bargaining and was es~entially a voluntary system. Many 

U.S.-based MNCs operating in the United Kingdom therefore have not 

entered into or followed the traditional British system of an employers' 

association negotiating with national trade union leaders at the 

industry level, but have opted instead for bargaining with trade unions 

at company and plant levels. 

Analysis of organized labor's reactions to the MNCs in 
the United States and abroad 

Probably the most important labor relations advantage which the 

MNCs have in their international operations as opposed to their domes-

tic ones is the ability to escape from the disciplines of dealing with 

unions organized as monoliths in all their domestic plants. This is 

the "di vi de and conquer" argwnent most effectively raised by unions 

abroad, especially those with international affiliations. U.S. labor 

groups do not articulate it as well, but, in the end, the company 
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the companies being able, by operating abroad, to break the U.S. 

1ll1ions' exclusive role in their labor relations affairs. 

Organized labor abroad tends to look toward the eventual cohesion 

of the international labor movement to the point where unions in 

different trades and industries will be able to approach the .MNCs 

with the same single-minded view of the world as a whole as that of 

the companies themselves. U.S. labor, on the other hand, doubts the 

possibility of any meaningful international labor solidarity as an 

unworkable goal. Indeed, such a goal may not serve highly-paid U.S. 

labor's own self interest. All unionists would like to be committed 

to the notion of international brotherhood among working men, but the 

fact is that the world labor movement is troubled by divisions and 

disagreements among key national and international leaders. "These 

divisions are an important factor preventing unified labor policies 

toward the companies. 

In setting wage rates, the companies almost invariably approxi

mate local standards--sometimes paying a little more, sometimes a 

little less--but they always show greater productivity than local 

fiTms, so that unit labor costs tend to be much lower than for all 

firms ~n the host countries. Theoretically, the higher productivity 

of the foreign worker in the .MNC-owned plant abroad should justify 

a higher wage than the national average for his trade or industry. 

In the United States, the MNCs are high-wage firms, relative to 

the rest of U.S. manufacturing. But their productivity performance 
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is only about average. Therefore, their unit labor costs exceed the 

average in most cases--and they also exceed their affiliates' unit 

labor costs. In this sense, then, the argument of many U.S. unions 

that· the MN'Cs gain an edge by moving abroad is valid. Yet it should 

not be pushed too far. The analysis of Part B (pp. 634-42)has shown 

that the MN'Cs are not as miraculously efficient as many think; more 
, 

often than not, the best that they can do by going abroad is to get 

their average unit labor costs down to something approximating the 

averages for their industries in the United States. Moreover, inter-

national differences in labor costs, while the primary reason for the 

movement of capital abroad in the relatively few cases where most of 

the foreign-made output is destined to return to the U.S. market as 

imports, are not the principal reason for going abroad in many if not 

most cases. Here, proximity to markets is the primary incentive for 

capital flows, 8.nd the resulting output is sold outside the United 

States. 

The contentions of many spokesmen for U.S. labor tie together the 

"MNC ProbleJ1111 and the "Trade Competitiveness Problem." In Chapter III of 

this study, it was pointed out that, indeed, the MNCs thoroughly domi-

nate U.S. foreign trade--which should not be surprising because they 

are the firms which dominate the U.S. economy in general. But that 

is not the same thing as sa;ying that the MNCs are the primary cause 

of declining U.S. exports and rising imports. The evidence presented 

in Chapter III showed that the reverse is true in terms of the MNCs' 

net impact on U.S. trade. However, it also was show'n that the 
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incidence of MNC ~mpact on trade flows varies widely among industries, 

which leads to the important conclusion that generalizations about 

aggregate e-ffects--as well as policies that may be based on th.em-

could be wide of the mark for important, specific industries. 

In Part C of this Chapter, the reader is presented with three 

possible choices about the net impact of MNC operations on U.S. employ

ment. His choice from among the three will depend on the extent to 

which he wishes to believe (a) that foreigners could take the place 

of the MNCs by investing on their own, with the result that, if the 

MNCs were not there, the markets and the jobs would be lost to the 

United States anyway; and/or (b) that foreign competition might be 

ca.gable of taking away the MNCs present markets in the event that the 

:MNCs tried to serve them by exports from the United States. The 

reason for presenting the choice of three separate estimates was to 

show how crucially these "assumptions" affect judgments about how the 

MNCs have impacted upon U.S. employment. The implication is that, if 

one is willing to grant the possibility of some foreign investment in 

substitution for the MNCs investment, and/or the possibility that 

U.S. exports ca.nnot be universally competitive with foreign-made goods 

in all lines of production, then the net job "loss" generated by the 

MNCs declines rapidly and soon turns into a net job "gain." In the 

U.S. economy, more than a million jobs depend on multinational busi

ness in manufacturing, including a large number of people employed by 

foreign-owned MNCs operating in the United States. 
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A noteworthy insight which U.S. labor has had in perceiving its 

problems with respect to the MNCs is its appreciation of the higly 

disaggregated nature of the problem. The issue must alweys be looked 

at on an industry-by-industry basis, at as fine a level of detail as 

possible. Some industries, despite their heavy investments abroad, 

generate enough jobs in the U.S. nearly to offset the "gross job losses" 

posited to occur as a result of their foreign investment (even under 

highly pessimistic assumptions), while other industries perform much 

more poorly in this respect. Nevertheless, the policy prescriptions 

of the .AFL/CIO do not align with their insights about the problem. 

They are generally, rather than selectively, aimed against all the 

MNCs. To the extent that the better-performing industries with respect 

to job creation from MNC activity may actually be contributing a net 

gain to U.S. employment under some reasonable hypothesis about real-

world conditions, the adoption of generalized restrictions on MNC 

activity might produce an undersired effect, namely a decline in employ-

ment in those industries. On the other hand, generalized policies 

may not be tough enough on the industries where MNC activity really 

hurts in terms of lost employment. 
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Table A-1.--United States: Estimated basic employment, labor cost, e.ad productivity for manufacturing industries, L966 

Description 

Other-------------------: 

Paper and allied products-----: 

Chelllicals---------------------: 
Drugs---------------------· 
Soaps and cosmetics---------: 
Industrial organic and 

inorganic chemicals-------: 
Plastics materials---·------: 
Combinations-------------.--: 
Other------· -----·· ------· -: 

Rubber-------------- --·--- ---: 

Primacy and fabricated 
metals-----------------: 

PriJDal"7---------- ----------: 
Fabricated• excluding 

alliminum, copper, and 
brass.------------------: 

Primary and fabricated, : 
aluminum-----------------: 

other----------------: 

Machinery, except electrical--: 
Farm machinery and 

equipm.ent-----------------
Industrial machinery and 

equip:ment-----------------
Office machines------------
Electronic computing 

at:~~~~====:::::=: 
Electrical machinery-:-------

liouaehold appliances------
Electrical equipnent . 

and apparatus----------
Electronic components, 

radio, and TV----------~ 
Other-----------------

Transportation equipment-----
Textiles and appar~l---------
Lumber, Wood, and turniture--- . 
Printing and publishing---
Stone, clay, and glass----
Instruments--------------: 
Ordnace, leather, tobacco, : 

and other manufacturing---~: 

Salaried 

'30. 7 

293.9 
48. 7 
35.9 

83. 5 
53.2 

72. 7 

101.2 : 

488.8 
191. 5 : 

265.1 

19.4 
27.9 

493.8 

32.1 

220.9 
68.l 

172.8 

492.5 
32.3 

96.-9 

271.7 
55,6 

484.3 
256,9 
133.4 
398. 5 
i2s.o 
113.2 

263.6 

Employment 

Production 

503.2 

528.5 
60.4 
59.3 

16j .6 
12li.2 

122.9 

390.6 : 

2,004.5 
882.5 

972.2 

88.8 
101.6 

1,309-9 

105.2 

532. 7 
116.1 

555.8 

l,3l.8,5 
137.4 

269.5 

740.0 
207.6 

1,407.4 
2,030.2 

867.0 
619.1 
488.o 
248.8 

868.6 

Total 

633-9 

822.4 
109.1 

q5.2 

245.l 
177.4 

195.6 

491.8 

2,493. 3 : 
i,074.o 

1,237.3 

lo8.2 
129.5 

1,803.7 

137 .3 

753.6 
184.2 

728.6 

1,811.0 
169,7 

366.4 

1,011. 7 
263.2 

1,891. 7 
2,287 .1 
1,000.4 
1,017.6 

616.0 
362.0 

1,132.2 

Average 
hours 

per man 
per 

week 

41.l 

39.2 
38,9 
38.6 : 

39.3 
39.2 

39.5 

39.4 

39.7 
39.4 

39,7 

40.2 
39.8 

41.1 

39.1 

41.1 
39.8 

41.6 

38.5 
38.o 

39,0 

38. 5 
38.6 

40.4 
37.3 
38.8 
37 .6 
39.4 
38.2 

37 .5 

Source: Compiled from officia.l statistics of the U.S. Department of Commerce. 

Total 
wage 
bill 

4,235.9 

6,129.3 
842.5 
647.7 

2,012.9 
1,298.6 

1,327.4 

3,072.0 

17,744.1 
8,279.5 

8,160.1 

792.7 
865.6 

13,469.8 

966.3 

5,593, 5 
1,399,3 

5,510. 7 

11,988.1 
1,098.5 

2,464.8 

6,802.8 
1,622.1 

15,439.6 
9,450.6 
4,880.6 
6, 751.1 
3,837. 5 
2,509.3 

6,567. 7 

Sales 

Unit. la.bor cost& 
Hourl:r COllpensation Sales per man Sales per man hour \ vage costs per 

dollar sales} 
All : Production : All : -Production All Production: All Production 

: employees vorkers employees vorkers : employees workers : employees vorkera 

20,413.9 : 

40,780.4 
4,826.0 
6,107. 7 

13,856.8 
7 ,403. 5 

8,586.4 

11,976.0 

76,179,2 
37 ,960.0 

30,508.3 

4,016.6 
5,123.8 

46,621.9 

4,322.0 

19,413.3 
5,963.8 

16,894, 7 

40,842.6 
5,120.3 

8,146. 7 

21,009.4 
6,566.2 

71,649.5 
39,570.9 
18,257 .4 
20,201.7 
14,629.4 
8,832.7 

24,356.9 

3.44 

4.03 
4.20 
3.73 

4.42 
3. 59 : - : 
3.30 : 

3.41 

3.87 
4.23 

3.18 

3.46 
3,23 

3.86 : 

3.82 

3,83 
3.67 

3,50 

3.64 
3.28 

3.32 

3.36 
3.07 

4.35 
2,35 
2.67 
3.68 
3,37 
3.87 

3.28 

3.14 

3.48 
3.32 
3.07 

3.99 
3.13 

2.80 

3.04 

3,56 
3,97 

2.83 

3,22 
2.95 

3,49 

3.51 

3.48 
3.0S 

3,19 

3.03 
2.93 

2.86 

2.68 
2.70 

3.90 
2.07 
2.42 
3.43 
3.11 
3.20 

2.60 

32,203.3 

49,587 .1 
44,234.7 
64,156,5 

56,535.3 
41, 733,4 

43,897 .8 

24,351.4 

30,553.6 
35,344,5 

24,657.2 

37,122.0 
39,566.o 

25,847,9 

3l.,551. 4 

25, 760.8 
32,376.8 

23,187 .9 

22,522. 5 
30,172. 7 

22,234.4 

20, 766.4 
24,947.6 

37,875-7 
17 ,301.8 
18,250.1 
19,852.3 
23,749.0 
24,399.7 

21,512.9 

40,567.8 

77,162.5 
79,900.6 

102,996.6 

85,747.5 
59,609. 5 

69,864.9 

30,660.5 

38,004.1 
43,014.2 

31,380. 7 

45,232.0 : 
50,43J.,l 

35,592.0 : 

41,139.6 

36,443.2 
51,367.8 

30,397 .1 

30,976.6 
37,265.7 

30,228.9 

28,391.1 
31,629.1 

50,909.1 
19,491.l 
21,058.1 
32,630.8 
29,978.3 
35. 501. 2 

28,041.6 

15.1 

24.3 
21.9 
31.9 

27 .6 
20.5 

21.4 

11.9 

14.8 
17.3 

11.9 

17.5 
19.1 

12.1 

15.5 

12.0 
15.6 

10.7 

10.3 
15,3 

11.0 

10.4 
12.4 

18.o 
8.9 
9.0 

10.2 
11.6 
12.3 

11.0 

W.M 

n.~ 
9-~ 
~.H 

u.m 
n.26 

~-m 

14.97 

18.42 
21.01 

15.13 

21.36 
24.40 

16.68 

20.27 

17 .04 
24.83 

14.05 

15.46 
18.88 

14.92 

14.92 
15. 77 

~-22 
10.~ 
10.~ 
M.71 
u.e 
17.88 

14.39 

.21 

.15 

.17 

.11 

.15 

.18 

.15 

.26 

.23 

.22 

.27 

.20 

.17 

.29 

.22 

.29 

.23 

-
,33 

.29 

.21 

.30 

.32 

.25 

.22 

.24 

.27 

.33 

.26 

.2e 

.27 

.15 

.OS 

.as 

.05 

.09 

.11 

.OS 

.18 

.17 

.17 

.19 

.15 

.12 

.19 

.16 

.18 

.12 

.23 

.18 

.16 

.19 

.19 

.17 

.14 

.19 

.21 

.19 

.1$ 

.. l 

.li; 
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Te.Ole A-2 ~--United Sta.tes! Estimated basic employment 1 labor cost, and productivity for manufacturing industries 
1 

1970 

:Employment Average Hourly Compensation Unit labor cc:;t 8 

hOurs : Total Deliveries (total includes fringes) Sales per man Sales .Per man hour (wage eos:r. per 
: worked : wage and Description 

Salaried : Production Total per man : bill sales All Production All Production: All Production All Product.ion 
·; : per week: :employees vorkers emplorees : workers employees: workers employees workers 

All manu:facturing----: 

Food-----------------------
G~ain mill products------
Beveraaes----------
Combinations and other----

Paper and allied products--: 

Chemicals----------------: 
Drugs------------: 
Soaps and cosmetics----: 
Industrial organic and : 

inorganic chemicals---: 
Plastics materials----: 
Combinations---------: 
Other--------------: 

Rubber------------: 

Primary and. fabricated 
metals---- ·----• 

Primary----------: 
Fabricated excluding 

aluminum, co'PJ)eZ', and 
braes-------

Prlmary a.nd f"'brico.ted. : 
e.lumj.num---------: 

Other--------------: 

Machinery, except elcctri- : 

ce.1----------: 
Fe.rm ·machinery and equip- : 

ment----------------: 
Industrial machinery and 

equipment------------: 
Oftice machines-----------: 
Electf-onic computing 

equipment-----------: 
Other---------~----: 

Electrical machinery-----: 
Household appliances-----: 
Electrical equipment· and : 

apparatus-:--------:· 
Electronic components, : 

radio, and TV--------: 
Other----------------: 

Transportcition equip:nent--
Textlles end appc.rel----
Lum.b'er, vood, 8Jl'1 f'"Jrni-

ture-------------
Printing a.nd publiahing--
Stone, clay, and gl.nsG--
lnstrum.ents----------
Other manu1'scturing-----

518.4 
33.7 

112.l 
372.6 

138.l 

323.6 
59.0 
42.6 

91.0 
55.4 

- : 
76.l 

118.6 

542.2 
200.5 

304.o 

22.3 
31.2 : 

584.o 

31.8 

249.1 
23.l 

78.7 
201.3 

603.1 
311.6 

109.6 

394.7 
65.2 

484.9 
271.0 

0

141.6 
426.4 
l2l.3 
192.9 
285.1 

l,120.8 
79.0 

117.5 
924.3 

518.5 

554.4 
71.7 
66.4 

l6J..7 
132.0 

122.6 

429.0 

l,988.5 
826.l 

l,017.4 

88.6 
94.8 

l,305.9 

92.8 

513.3 
56.5 

67.0 
576.3 

l,237 ;3 
139-7 

265.4 

614.2 
217.0 

1,200.6 
l,980.8 

838.0 
654.7 
474.o 
26J..4 
835.5 

l,639.2 
112.7 
229.6 

l,296.9 

656.6 

878.o 
130.7 
109.0 

252.7 
167 .4 - : 
198.7 

547 .6 

2,530. 7 
l,026.6 

l,321.4 

uo.9 
126.o 

l,889,9 

124.6 

762.4 
79.6 

145. 7 
777.6 

1,840.4 
174.3 

375.0 

l,008.9 
282.2 

1,685.5 
2,251.8 

979.6 
l,081.1 

595.3 
404.3 

l,120.6 

38. 5 
40.3 
38.3 
38.4 

39.8 

38.'7 
12.5 
14.8 

39.1 
38.6 

38.7 

38.o 

38.5 
38.0 

38.9 

38.3 
38.4 

38. 5 

37 .2 

38. 7 
36.8 

38.2 
38.9 

37.6 
37.2 

20.l 

37.3 
n.1 

38.3 
36.5 

37.6 
37.l 
38.5 
37,2 
36.3 

Source: Compiled trom ot'fiCiaJ. statfStics of the -u. S. Department Of Commerce. 

ll,711.0 
895.5 

l,862. 5 
8,953.0 

5,321.l 

7,954.5 
l,306.2 

893.2 

2,509.8 
1,625.1 

1,620.2 

3,994.7 

21,182. 7 
9,254.6 

l0,449.0 

912.l 
985.1 

16,560.0 

976.3 

6,588.6 
658.8 

l,432.3 
6,904.o 

14,756.4 
l,311.9 

2,983.5 

8,382.0 
2,019.0 

15,997.9 
ll,301.9 

5,876.o 
8, 719.8 
4,533.l 
3,351.4 
7,920.5 

97,647.0 
10, 759.6 
12,152. 7 
74,73!1.7 

24,658.7 

49,253.0 
6,792.8 
8,183.5 

15,895.2 
8,785.7 

9,595.8 

15,387 .8 

86,406.5 
39,274.2 

38,754.2 

4,490.4 
5,486.5 

55,859.9 

4,367 .3 

22,329.0 
2,285.6 

5,232.4 
21,645.6 

48,131.4 
6,052.9 : 

9,524.l 

24,543.6 
8,016.8 

71,456.8 
45,823.6 

21,975.9 
25, 741.0 
16,872.5 
11,723.2 
28,865.3 

(•,\ 

4.oo 
4.24 
4.57 
3.88 

4.36 

5.00 
5.52 
4.61 

5.43 
4.8o 

4.51 

4.17 

4.75 
5.18 

4 .42 

4.69 
4.45 

4.87 

4.52 

4.79 
4.82 

5.51 
4.89 

4.57 
4.33 

4.40 

4.78 
4.19 

5.42 
2.91 

3.42 
4.56 
4.26 
4.8o 
4.17 

3.57 
3.94 
4.22 
3.46 

3,98 

4.31 
4.28 
4.16 

4.39 
3.82 

3.41 

3.69 

4.40 
4·.84 

3.56: 

3.78 
3.56 

4.35 

4.06 

4.34 
3.83 

3.75 
3.96 

3.82 
3.43 

3.42 

3.44 
3.31 

4.88 
2.59 

3.01 
4.27 
3.94 
3.88 
3.32 

·: 

59,570 
95,471 
52,930 
57 ,626 

37. 555 

56,097 
51,972 
75,078 

62,902 
46,882 

48,293 

28,100 

34,143 
38,257 

29,328 

40,490 
43,544 

29,551 

35,051 

29,288 
28,714 

35,912 .. 
27 ,836 

26,156 
34, 727 

25,398 

24 ,327 
28,408 

42,395 
20,350 

22,434 
23,810 
28,343 
28,996 
25, 759 

87 ,123: 
136,197: 
103,427 : 
80,855: 

·4y ,558: 

88,840: 
94,739: 

123,245: 

98,301 
66,558 

78,269 

35,869 

43,453': 
47,542 : 

I 

38,091 i 

50,681 I 
57 ,875 ; 

I 
1 

42, 775 1 
I 

47 ,061 1 
I 

43,501 I 
40,453 I 

18;096 l 
37,56o I 

I 

38,905 : 
43,328 i 

I 

35,686 : 

39.960 : . 
36,944 

59,518 
23,134 

26,224 
39,317 
35.596 
44,848 
34,549 

29.16 
45. 54 
26.59 
28.89 

18.16 

27.86 
25.84 
38.15 

30.91 
23.35 

24.02 

14.21 

17 .04 
19.36 

14.47 
20.34 
20.34 
21.82 

"·~ 
H.U 

"·" u.~ 

d.~ 
13.~ 

13.n 
u.m 
U4 

12." 
"-~ 
n.n 
l0.72 

11.~ 
U.TI 
U.16 
15. 00 
13.~ 

: 
43. 53 
64,97 
51.96 
40. 54 

22.99 

44 .13 
47 .ll 
62.61 

48.21 
33.15 

38.93 

18.14 

21.69 
24.06 

18.80 
25.46 
25.46 
29.00 

21.35 

24.33 

21.64 
21.14 

~.311 
d.~ 

19.68 
n.~ 

u.n 
m.62 
d.83 

29.n 
12.d 

13.41 
20.36 
17.79 
23.20 
18.32 

.12 

.OS 

.15 

.12 

.22 

.16 

.19 

.ll 

.16 

.18 

.17 

.26 

.25 

.24 

.27 

.28 

.28 

.18 

.30 

.22 

.30 
.29 

.21 

.32 

.n 

.22 

.31 

.34 

.26 

.22 

.25 

.21 

.34 

.21 

.29 

.21 

.CT 

.01 

.01 

.OS 

.15 

.09 

.oL 

.O? 

.09 

.12 

.09 

.18 

.18 

.18 

.19 

.15 

.15 

.12 

.18 

.15 

.18 

.18 

.10 

.21. 

.17 

.15 

.19 

.11 

.18 

.14 

.19 

.20 

.19 

.20 

.15 

.16 



Description 

693 

T1;1.ble A-3. --Canada: Estimated basic emplO)'IDent, labor cost, and productivity' for manufacturing industries , 1966 

Employment 

Salaried Production Total 

Thousands : ~: ~ 

verage -~C't· ··~·:=~ 
hours Total. Hourly compensation Sales per man Sales per man hour (v~ge ..:cs ts 1 c:-

per man vege Sales dollar Sftleo) 
per bill All Production : All : Production All : Fi-eduction All l'rodi.;..·t icll 

veek employees: workers J__~mp!_eyees vorke~ : employ~~~q_~etB: . __ :_e~ees ~ vorkers 

Million 
dollars 

Million 
dollars 

All manufacturing-----: 455,866 l,141,518 1,591.384 40.8 ~ 8,220,106 ;32,277,154: $2.42 ~ $2.22 : $20,206 ~ $28,276 : $9.52 $13.27 $0.2; ~o.:·; 
Food------------------------

Grain mi 11 products-------
Beverages---------------
Combinations-----------
Other------------------

Paper and allied products----

Cbemicals---------------
Drugs-----------------
Soaps and cosmetics------
Icdustrial chemica1s---
Plastlcs materials-----
Combinations---------
Other---------------

Rubber--------------: 

Primary and fabricated. 
... to.la--------------: 

Primary--------: 
Fabricated (excluding 

alu::ninum.. copper, and 
bTasa)----------

Primary and fabricated 
alumin~--------

Other-----------

Machinery, except electri-
•aJ.-------------------

Farm machinery and equip-
ment-----------------

Industrial machinery and 
equipment------------

Of'fice machines----
Electronic computers and 

equiJl""lnt-------
other--------------

Electrical me.chinery---
Household appliances---· -
Equipment and apparatus--
Co!!iponents 1 radio, ·TV----
Otber-----... ------------

Transportation equipment---: 
Textiles and apparel-----: 
Lumber, vood, and turniture--: 
Printing and publiahing---: 
Stone• clay 1 and glass---.: 
!ll9truments--------: 
other manufa.cturin~--: 

86 ,500 
5,994 

15 ,643 

61,815 

28,426 

35,099 
6,760 
5,519 
7 ,013 
1,614 

10,173 

8,242 

53,377 
15 ,215 

32,236 

l,250 
4,676 

28,612 

3,166 

17,112 
7,400 

44,077 
5,648 
8,323 

l~:~~ 
38,471 
33,967 
20,359 
35,159 
13,628 

7,502 
18,297 

140. 721 
8,586 

14 ,212 

118,104 

88,414 

33. 723 
4 ,889 
4,ll09 

12 ,573 
2,415 

9,037 

19 ,579 

170,342 
56 ,051 

94 ,684 

3,693 
15 ,914 

46 ,839 

11,332 

·32, 736 
2,771 

71,310 
13,987 
15 ,949 
30,229 
12,266 

108,461 • 
166,598 : 
113,773 

46,837 
39,561 
11,400 
72,813 

221.221 
14 ,580 
29 ,855 

179,919 

116,840 : 

68,822 : 
11,649 
10,328 
19,586 

4,029 

19,210 

27 ,821 

223, 719 
71,266 : 

126,920 

4 ,943 : 
20,590 : 

75,451 

14 ,498 

49,848 
10,171 

115,387 
19,635 
24,272 
45,622 
16,674 

146,932 
200,565 
134 ,132 

lll.,996 
53,189 
18,902 
91,110 

40.3 1,040,334 6,515,959 
41.9 69,015 720,651 
41. 5 167, 765 796. 795 

- -
40.0 783,100 5,001,178 

hl.8 

hl.2 
40.2 
41.4 
41.4 
41.2 

41.2 : 

41.5 

hl.3 
40.8 

41.8 ; 

42.0 : 
41.6 

42.1 

41.0 

42.6 
41.9 

40.8 : 
40.o : 
41.5 : 
39.9 : 
40.7: 

: : 
711,672 : 2,920,893: 

423,511 
67,6o8 
59,688 

130,027 
26,116 

108,883 

150,2&3 

: 1,922,330 
248,593 
301, 738 
710 ,483 
145,978 

-
515,538 

496,745 

1,309.754 ~ 4,634,304: 
454,196 : 1,660,802: 

708,6o6 2 ,207 ,588 

26,930 163 ,340 
116,433 602,574 

447 ,329 1,351,003 

83, 794 302 ,945 

2111i ,915 910, 774 
71,1196 137 ,264 

- : - : 

6o7 ,668 1, 702 ,601 
98,651 384 ,652 

136,567 396,555 
233,534 637 ,297 
76,382 301,617 

41.2 947,231 3,910,698 
39.6 1,051,408 2,602,336 
41.1 6o5,934 2,008,249 
38.9 449,237 l,lll,519 
43.3 290,580 1,034,732 
4o.h 98,013 260,974 
39. 3 378,87o 1,383,999 

2.06 
2.25 
2.52 

2.00 

2. 78 

2.76 
2.68 
2.90 
2.98 
2. 76 

2. 76 

2.50 

2.72 
2.97 

2.55 

2.60 
2.56 

2.67 

2. 74 

2.56 
3.00: 

- : 

2.50. 
2.45 
2.63 
2.40 
2.12 

2.94 
2.43 
2.04 
2.67 
2.43 
2.43 
2.10 

1.87 
2.14 
2.36 

1.87 

2.62 

2.43 
1.96 
2.65 
2.81 
2.43 

2.43 

2.36 

2.62 
2.81 

2.42 

2.i.i. 
2.42 

2.51 

2,69 

2.45 
2.63 : 

2.21 
2.30 
2.42 
1.99 
1.93 

2.77 : 
1.50 
l.93 
2.64 
2.31 
2.01 
l.90 

28,677 
49,427 
26,6119 

27,797 :. 

25,000 : 

27,932 
21,340 
29,216 
36,275 
36,232 

26,837 

17 ,927 

20, 715 
23,304 

17 ,394 

33,045 
29,265 

17 ,9o6 

20,1196 

18,271 
13,496 : 

14,756 
19,590 
16,338 
13,969 
18,0119 

26,616 
12,975 
14,972 
13,556 
19,454 
13,807 
15,190 

46,304 
83,933 : 
56,o65 : - : 
42,346 : 

33,037 

57,004 
50,847 
62,745 
56,509 
6o,446 

57 ,047 

25,413 

27,206 
29,630 

23,315 

i.i.,230 
37 ,864 

28,844 

26,734 

21,822 : 
49,543 : 

23,876 
27,501 
24,8611 
21,082 
21',590 

36,056 
15,620 
lT,651 
23, 132 
26,155 
22,692 
19,008 

13.68 21.64 
22.69 38.07 
12.3] 26.16 

i.3.36 

ll.50 

13.~ 
w.n 
13.H 
d.65 
d.91 

- : 
12.53 

8.31 

9,65 
10.98 

8.oo 

15.13 
13.46 

8.18 

9.80 

8.25 
6.19 

6.95 
9.42 
7.57 
6.73 
8.55 

12.42 
6.27 
7.01 
6.70 
8.64 
6. 57 
7.43 

20.05 

15.03 

26.46 
24.67 
29. 70 
25.96 
26.53 - : 
26.36 

11.96 

12. Tl 
13.99 

10.87 

19.98 
17.42 

13.25 

12.49 

12. 70 
22.88 

11.21 
13.ll 
u. 52 
9.96 

11.12 

lC. 5e 
7 .56 
e:24 

l!.6; 
l!.63 
:i.o4 
9.14 

.16 
• !C' 
.21 

.i6 

.24 

.22 

.27 

.20 

.18 

.18 

.21 

.30 

.28 

.27 

.32 

.18 

.19 

• 33 

.28 

• 31 
.52 

. 36 

.26 
• 31. 
. S7 
.:05 

.2, 

.4c 
• :.o 
.40 
.28 
• 38 
.27 

Source: Dominion Bureau or: Statistics various trubll~ations: 'i'b.~ ~nf'Al!t:u•ina Tndn!lt~t.a n~ r!1U'l~ ... a ~Pl'"t:in .. : .a iOM•. "R,,.ve OU ot Nin-!:!::-_-:-::-=~ ~:::::-~-: !':.;:;,_~-;--~~== :"":~~-::;!:;!!. :::::......,.: ... ,,~ •. :.I :;: ...... ~~~D. a.oU.--ii-~1.u•• 

,('It) 

.09 

.0'.i 

.ory 

.08 

.09 

.11 

.09 

.09 

.20 

.21 

.20 

.23 

.12 

.14 

.19 

. 21 

.20 

. l~ 

.20 

.: 7 

. 21 

.20 

.11 

.!t. 

.:•0 

.t.··: 
• (>£
.2V 
.ie 
.2C 
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Table A.-4 .--Canada: Estimated basic employment, labor cost, and product! vity tor ma.nutacturing iadustrieB, 1970 

Average : : : Uii1 t lllbar costs 
Employment hours : Total : Hourly compensation Sales per man Sales per man hour : (v- coata per 

Deocription : per man : vage Sales 4pllv •aln) 
s.:iaried Production : Total per : bill All : Production All : Production : All : Production : All : Production 

: veek : employee~_:_ vor)!E!r& -employ~e_!l___J~i:_le~_! f!!!IDl.mrees varl!:era emplar_eea _~ __ vorken 
: : : : : 

: : !!ll!!J!!!. !!ll!!J!!!. 
: Thousand&: ~ ~ ~ ~ 

All manutacturing--j'. !t66.!H : 1.132,797 1,599,143· 39,7 12,397,681 42,585,155 : •3.64 : $3.32 : $26,630 : $37,593 '. •12.90 $18.21 $0,251: $0.18 
-- I . '. I 

Foo~--- -----: 83 1 884 : 140,317 224,201 39,4 1,468,790 8,531,723 3.20 2.89 38,054 60,8o3 : 18.57 29.68 .17 : .10 
Gr&in mill pro4110-• 51910 : 8,841 14,751 40.6 108,037 .774,353 3,46 3,17 52,495 87,587 · 24.87 41.49 .14 ; .08 
BoVeJ'a6H------: 15 1559: 14,469 30,028 40,4 242,381 1,125,174 3,76 3,58 37,471 ·77,764 : 17,84 37.02 .22: ,10 
Combination• : - : - - - - - - - - - • - - - • -
other----------: 62,421 : 117,001 179,422 39,1 l,ll8,300 6,632,196 2,98 2.71 36,964 56;685 ; 18.18 27.88 ,17 ' ,10 

Paper and allied products-: 

Chemioala--
Drup---
Soaps and co1metica-
Indultrial chemicala-
Plutica materiala---
Combinatiom------
other-

Rubber-----~---: 

Primary and fabricated 
mete.la-----· 

Primary---. ---: 
Fabricated fuclu41ng : 

aluminum, copper, and : 
bru1)-----

Primar)' 111d fabricated 
al*"'1nu.---~--· 

Otl>er---.------: 

llachiDeiy, ·except electri- : 
'cal : 

F&l'lll machillel'J" and t"".~~c ~ -r 
equipnent- • : 

lnduatrial mach11119)' ind I 

equipment 
. Ottice machiDea;---
Blectrollic computers and 

eQ.uiJllllOllt-----
other-~-----.--

Blectrioal machiDeiy---·: 
80\llahol~ appliances-~: 
Bquipment and apparatus-: 
Components, radio, TV--: 
other------. ------: 

'l'ran1portation equip!leDt
TextilH and apparel---
Lµmber, wood, and 

turlliture------
Printing and publlehin~
Stone • clay, and glass---
In1truments-----------
Otller manufacturing-----

30,270 

37,710 
7,701 
5,499 
7,634 
1,516 

11,121 

7,968 

55,467 
15, 785 

33,351 

l,459 I 
4,872 ., 

33,921 I 

2,767 

l9,o69 
ll,6oo 

I. 

- : 

45,403 
5,092 
8,294 

17 ,557 
.5.148 

39,154 
30, 775 

20,466 
36,690 
13,696 
8,186 

20,672 

91,204 

35,010 
5,663 
4,982 

13,422 
2,431 

9,377 

l6,o64 

166,839 
54,964 

92,073 

4,347 
15,455 I 

47,0ll 

7,049 

35,880 
3,719 

- : 

70,707 
10,949 
15,415 
32,050 
13,331 

104,254 
161,099 

lll,599 
49,071 
37 ,311 
12,065 
78,871 

121,474 

72,720 I 

13,364 : 
l0,46J. I 

21,056 : 
3,947 I 

20,498 

24,032 

222,306 
70,749 

125,424 

5,8o6 
20,327 

S0,952 

9,816 

54,949 
15,319 

ll6,ll0 
16,041 I 

23,709 I 

49,607 I 

18,479 

143,408 
191,674 

132,065 
65, 761 
51 ,007 
20,251 
99,743 

40.9 

40.6 
39,3 
41.0 
40,9 
40.9 

40.7 

40.o 

40.6 
40.6 

40,5 I 

41.1 
40.9 

40,7 

40.4 

41.1 
40.1 

39,3 .• 
39,9 
39,9 
39,3 
39,8 

40.3 
38.2 

39,6 
37,2 
41,7 
39,6 
36.9 

. Source: Statistics Canada Cnev name :tor Dcmlioion Bureau of S~atistics 
Pr!ll!ineq and Final Reports on selected industries. -

1,042,037 

624,o60 
107 ,395 

83,191 
197,756 

35,614 

131,020 

201,641 

1,861,399 
. 665,697 

972,239 

143,517 I 

150,991 

T23,332 

84,362 

471,492 
157,496 

- : 

870,394 
113,432 
182,291 
372 ,6J.8 
ll6,252 

1,306,539 
951,502 

828,933 
662,185 
410,054 
151,561 
592,266 

3,84o,048 

2,490,204 
394,054 
391,648 
886,219 
192,176 

737,710 

628,485 

6,876,949 
2,289,916 

2,767,279 

255,086 
673,844 •. 

l, 776,898 

224,413 

1,345;532 
196,451 

- : - : 

2,175,571 
424,883 
476,881 
936,988 
374,251 

5,6ll,007 
3,28o,610 

2,631,995 
1,515,589 
1,260,220 

372,265 
1,915,796 

4.03 

3,99 
3,93 
4.16 
4.41 
4.41 

3,99 

3,96 

4,07 
<fil.26 

3,62 

4.14 
3,87 

4.23 

4.o6 

4.04 
4,93 

- : 

3,69 
3,44 
3,70 
3,55 
3,23 

4. 35 
2.43 

3,00 
3,99 
3,71 
3,63 
3,15 

: : 

3,79 

3,50 
2.97 
3,73 I 

4.13 
4.13 

3,26 

3,67 

3,81 
4.16 

3,46 

3,46 
3,40 

3,87 

3,94 

3,86 
4.10 

.. 

- : - : 

3.16 
3,31 
3,39 
2.91 
2.86 

4.04 
2.16 

2.78 
3,87 
3,49 
2,99 
2.eo 

31~ 

34,M4 
29~ 
37,367 
~~ 

~
~-
26~ 

30,935 
32,367 

22,o63 

43,935 
33,150 

21,950 

22,862 

24 ,487 
12,824 

- : - : 

18, 737 
26,487 
20,U4 
18,888 
20,253 

39,126 
17,098 

19,930 
17,672 
24, 707 
18,383 
19,207 

42,104 

71,128 
69 ,584 
78,613 
66,176 ·: 
79,052 I 

- I 
78,672 I 

39,124 

41,219 
41,662 

82,974 

58,66J. 
43,600 

37,76J. 

31,836 

37,501 
52,824 

30,769 
38,8o6 I 

30,936 
29,235 
28,074 

53,821 
20,364 

23,584 
30,886 
33,776 
30 ,855 
24 ,290 

14.86 

16.22 
14.43 
17.53 
19.83 
22.89 - : 
17,00 

12.57 

14.65 
15.33 I 

10.48 

20.56 
15.59 

10.37 

10.88 

11.116 
6.15 

- : 

9,17 
12.TT 
9,69 
9.24 
9,79 

18.67 
8.61 

9.68 
9.14 

11.39 
8.93 
9,50 

19.Bo 

33,69 
3'o.05 
36,87 : 
31.12: 
37,17 -
37,17 

18.111 

29,52; 
19.73 

14.27 

27,46 
20.50 

11.85 

15.15 
: 

17.55 : 
25,33 ' 

15.06 
18.99 
15.14 
14.31 
13.515 

25.68: 
10.25 ' 

U.45 
15.95 
15,58 
14.98 
12.01 

Canadian Statistical Revift Mq 1972; the -Review or Enip~ and averag weekly wves and salar1p 

,27 

,25 
,27 
.21 
.22 
,J9 I 

.18 ; 

,32 

,27 
,2!J 

. ,35 

.56 

.22 

.41 

,38 

,35 
.80 

- : 

·"° ; ,27: 
,38' 
.40 : 
,32 : 

I 

.23 : 
,29 

,31 
.44 
. 3? 
.41 
,31 : 

·19701 

.19 

.10 
,09 
.10 
.13 
.11 

,09 

.20 

.20 

.21 

,2!. 

.13 

.17 

.22 

.26 

.22 

.16 

.a 

.l' 

.2; 

.20 

.21 

.ll 

·''.;:. .. 
.22 
.20 
.23 
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Table A-5.--United Kingdom: Estimated basic employment, labor coat, and productivity for manufacturing industries, 196f 

Employment 
Average : 

hours Total Hourly Compensation : Sal es per man 
: worked : wage : Sales : : 

Sal.es per - hour 
llnit labor cc,:;t:; 

(v88e bill r~r 
_dollar or 58....Le!;) 

Salaried Production Total : per man : bill : : All : Production : All Production : All : Prod:.:ction : - All Pr.;idJ..:ti..:-? 
:per week : :employees: workers :employees_ workers -~ORe§__;_ work_e.rs .emplo:y:_~_~s __ : ____ vo_~k~ 

~ Thousands : Thousands : 
Million 
dollars 

Million 
dollars 

: 

: : 
All ll!lilufacturing-------: . . t;23l -.: 6,951 : 09,182 : 46.o : 35,165 : 91,451 : $1. 70 : $1.26 : "$9,960 413,157 _: ___ t4.41 : _ $5.83 _: __ $0.3JL_: _ $0.~ 

: : : : : ;: 

Food--------:--------: 173 646: 621 : 45.1 : 3.342: 9,539 : 1.79: 1.22: 11,633: 14,721: 5.ll 6.47 : .35 
Grain mill products-----: 60: 224 : 284 : 45.1 : 1,156: 2,927 : 1.79 : 1.22: 23,694 : 30,040: 4.53 5.74 
Beverages----------: 35: 133: 168 : 45.l : 684 : 2,807: 1.79: 1.22: 16,708: 21,105: 7.35 9.30 
COlllbinations---------: - : - : - : - : - : - : _ : _ : _ : _ , 

.24 

Othe : 78 : 291 : 369 : 45.1 : 1,502 : 3,602 : 1.79 : 1.22 : - : - : 

Paper and allied products---: 

Chemicals------------• 
Drugs ' : 
Soaps and cosmetica----1 . 
Industrial' chemicals---• 
Plastics materiale1----
Combinations----·----: 
Othe1r-----------

Rubber-

Primar;y and fabricated 
meta.1,...-----------: 

Primary---------
Fabricated (excluding · 

aluminua. copper, and 
brass)----------

. Prbiaey d fabricated : 
al.Ullli~-----: 

Othe -• 

Machinery, except electri-
cal--------------: 

Fann machinery and 
equipment-------:· 

Industrial machinery and : 
equipment-------------: 

O'ffice DllChines------: 
Electronic computers and .... 

eqtdpment----------
Other------------

Electrical machinery·---
Holisehold appliancee---
Equipment and apparlltus-· --. -·. 
Electronic components, 

radio, and TV--------
Other- · 

Trarulportation and equipment-: 
Textiles and apparel-'"""---: 
Lumber, wood; -4 furni-

ture----------: 
Printing and publishing----: 
Stone, clay, and glass--.-.-: 
Instruments---- : 
Other manufacturing--------: 

63 

177 
30 
14 
18 
14 
- : 

101 

31 

136 
66 

39 

13 
19 

418 

11 

142 
19 

22 
224' 

e69 
19 
15 

107 
66 

297 
185 

6o 
109 

73 
47 

193 

178 

300 
50 
23 
31 
25 
- : 

in 
lo6 

492 
233 

141 

47 
70 

930 

26 

317 
42 

48 
497 

599.: 
43 

168 

237 
151 

780 
1.081 

262 
304 
296 
104 
871 

241 

477 
80 
37 
49 
39 

272 

137 

628 
299 

180 

6o 
89 

1,348 

·37 

459 
61 

10 
721 

868 
62 

243 

344 
219 

l,OTT 
1,266 

322 
413 
369 
151 

1,064 

46.4 

46.o 
46.o 
46.o 
46.o 
46.o 

46.0 

45.8 

46.2 
46.2 

46.2 

46.2 
46.2 

46.o 

46.o 

46.o 
46.o 

46.o 
46.o 

45.5 
45.5 
45.5 

45.5 
45.5 

43.4 
45.8 

46.7 
46.4 
48.o 
45.2 
46.3 

1,017 

2,126 
357 
164 
218 
174 

l,213 

491 

9,340 
1,115 

670 

224 
331 

5,179 

142 

1,764 
234 

269 
2,770 

3,299 
236 
924 

1,307 
832 

3,970 
5,016 

1,264 
1,742 
1,411 

6o1 
3,367 

2,561 

·6,669 - : 

1,096 

7,327 - : 

- : - : 

10,993 

- : 

- : - : 

- : - : 

6~303 

11,724 
9,519 

2,561 
4.637 
3,541 
1,225 
9,768 

1.60 

1.91 
1.91 
1.91 
1.91 
1.91 
1.91 
1.91 

1.55 

l._6o 
l.60 

l.6o 

l.6o 
l.6o 

l.65 

1.65 

1.65 
1.65 

1.65 
1.65 

l,65 
1.65 
l.65 

1.65 
1.65 

1.66 
l.T2 

1.67 
1.80 
1.58 
1.65 
1.67 

1.43 

1.29 
1.29 
1.29 
1.29 
1.29 
1.29 
1.29 

1.24 

1.30 
'l.30 

1.30 

1.30 
1.30 

1.25 

1.25 

1.25 
1.25 

1.25 
1.25 

1.26 
1.26 
1.26 

1.26 
1.26 

1.41 
1.13 

1.17 
1.43 
1.21 
1.27 
1.22 

10,627 

16,174 

- : 

- : - : - : 

6,000 

11,667 - : 

6,155 

- : 

9,566 

10,886 
7,519 

7,953 
11,228 

9,596 
8,U3 
9,160 

14,388 

28,897 

l0,34o 

14,892 

11,820 

- : 
:: 

13,861 
- : 

- : 

15,031 
9,233 

9,775 
15,253 
11,963 
11, 779 
11,2],5 

4.53 

4 .53 

7.79 

3.46 

3.50: 

- : 

- : - : - : - : - : - : 

- : 
- I 

4.96: 
3.26: 

3.38 
4.TO 
3.97 
3.54 
4.85 

5, 74 

6.13 

12.36 

4.38 

- I - : 

5.o8 

- : 

- : - : - : - : - : - : 

- : - : 

6.69: 
3.84: 

4.18 
6.47 
4.96 
5.13 
5.91 

.40 

.25 

.45 

,32 

- : 

- : - : 

.47 

- : 

- : 
.40: 

--
- : - : 

:34 ; 
.53: 

.49: 

.38: 

.40' 

.49: 

.34: 

Source: United Kingdom Annual Abstract, No. 107-108, 1970-71; Department of Employment Gazette, February 1971 and January 1972; Month1y Digest of Statiatics, llo. 313, Janu..,.,. 1972, IMF. 
Internation Financial Statistics, !lo. 4, April 1972. · 

. . . . 
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~'able A-G .-- United Kingdom: Estimated basic employment, labor cost, and productivity tor llBllufacturing industriee, 1970 

Description 

Employment Average : : : : Unit labor ..:oats 
hours Total : Hourly Compensation : Sal.es per man Sales per man hour ( vage costs f'"'r 

vorked : wage : Sales : : : dollar of sales) 
Salaried Production Total per man : bill. : All : Production : All : Production : All : Pro4w:tion All : PruJ uc Uon 

:p~_r: __ week : :employees: workers :employees : workers :employees: ,..or.kers __ ; _eml)loyees~ workers_ 

Million Million 
~ Thousands :~: dOIT8r." dOliMS :-

All amnutacturing--------: 2,406' 6,604 ~ 9,010 ~ 44.9 ~ 39,315 -~ 98,692 ~ $1.95 ~ $1.54 $10,954; $14,945 : $4.86: l6.66: !0.40 $0.23 . ' -: ' ~ : 
Food--------------------

Grain mill products---------
Beverages-------------
Combinations--------------: 
Other-----------------: 

Paper and allied products----: 

Chemiclll.s-------------: 
Drugs----------:--: 
Soaps and cosmetics---
Industrial chemicals----
PlBBtics materials-------
Combinations--------
Other------------------

Rubber---------------: 

PriJ111U7 and fabricated 
metals----------: 

Pri111&J7---------: 
Fabricated (excluding : 

aluminum, copper, and : 
bras•)----------: 

Prim&J7 and tabri cated : al\11111.,,,.__ _____ : 

Other-----· 

Machinery, except electri-
1&1-----

Farm 11111.Cbine:ry and 
equipment---

Induatri&l. machine17 and : 
equipment--~----:---: 

Office machines-----: 
Electronic computers a.ml : 

equipment--------: 
'Other-----------: 

Electrical' machinery-----
Jlousehold appliances----
Equipment and apparatus--
Electronic: components, ·: 

radio, and TV---------i 
Other------------: 

Transportation and equipment-
Textiles and apparel-----
Lumber, wood, and furni-

ture--------------
Printing and publishi~-
Stone, c'lay, and glass---
Instruments---------· -
Other manufacturing-----

199 
66 
37 

96 

70 

192 I 

30 I 
18 
25 
24 

94 

31 

146 
77 

i.1 

14 I 

14 

412 

11 

153 I 

17 

20 
211 

304 
23 

101 

106 
74 

309 
195 

62 
125 

76 
55 

242 

664 
221 
125 

318 

863 
287 
162 - : 
414 

167 : 237 

291 ; 483 
46 76 
28 . lo6 
37 : 62 
37 : 61 - : - : 

144 : 238 

102 : 133 

458 : 6c.lt 
241 : 318 

128 169 

44 58 
45 59 

863 1,275 

22 33 

322 475 
35 52 

42 62 
443 653 

559 
42 

185 

196 
136 

754 
943 

245 
301 
273 
102 
870 

863 
65 

286 

302 
210 

1,063 
1,138 

307 
426 
349 
157 

l,ll2 

44.0 
44.o 
44.0 

44.o 

45.3 

44.9 
44.9 
44.9 
44.9 
44.9 

4li.9 

44.7 

45.1 
45.1 

45.1 

45.1 
45.1 

44.9 

44.9 

44.9 
44.9 

44.9 
44.9 

44 ,4 
44.4 
44.4 

44.4 
44.4 

42.4 
44. 7 

45.6 
45.3 
46.9 
44.l 
45.2 

3,890 
1,293 

731 - : 
1,866 

1,091 

2,402 
377 
229 
307 
303 

1,184 

576 

2,461 
1,296 

689 

236 
240 

5,421 

140 

2,020 
221 

264 
2,781 

3,769 
283 

1,249 :: 

1,319 
9o4 

4,811 
4,815 

1,271 
1,962 
1,454 

702 
4,690 

10,294 
2,973 
3,031 - : 
4,290 

2,763 

9,356 - : - : - : - : - : - : 

1,185 

7,905 - : 

- : 

- : - : 

11,862 

- : 

- : 
- : 

- : 

8,961 - : 

- : 

12,645 
10,275 

2,763 
5,003 
3,818 
1,321 

10,541 

2.03 : 1.52 11,928 : 15,503 5.31 6.70 : .38 
2.03 : 1.52 25,307 : 32,864 4.67 6.o6 : .113 
2.03 : 1.52 18,710 : 24,248 8.42 10.93 I .2Ji - : 
2.03 

2.01 

2.18 
2.18 
2.18 
2.18 
2.18 
2.18 
2.18 

1.92 

1.79 
1.79 

1.79 

1.79 
1.79· 

1.87 

1.87 

1.87 
1.87 

1.87 
1.87 

1.94 
1.94 
1.94 

"i.94 
1.94 

2.11 
1.88 

1.80 
2.01 
1.76 
2.00 
1.85 

- : - : 
1.52 

1.78 11,658 

1.56 19,371 
1.,6 - : 
1.56 
1.56 
1.56 
1.56 : - : 
1.56: -: 

1.53 : 8,910 

1.59 : 13,0Ss 
1.59 

1.59 : - : 

1.59 -
1.59 -

1.52 : "9,30Ji 

1.52 : - : 
: : 

1.52 : -
1.52 : -

1.52 : -
1.52 : -

l.li9 
1.49 
l.li9 

1.49 
1.49 

1.83 
1.35 

1.37 
1.78 
1.47 
1.45 
1.47 

10,384 

11,896 
9,029 

9,000 
11,744 
10,940 

8,414 
9,479 

) 

16,545 

32,151 

11,618 

17 ,26o 

13, 745 

16,030 

16, 771 
10,896 

11,278 
16,621 
13,985 
12,951 
12,116 

4.67 

5.09 

8.49 

3,95 

5, 75 

- : 

4.09 

- : 

4.61 

5,55 
4.01 

3,91 
5,13 
4.62 
3.76 
4.16 

6.06 

1.21 

14.15 

5,13 

7,56 

6.02 

1.10 

- : 

7.81 
4.83 

4.69 
7.22 
5,93 
5.79 
5.33 

.lo3 

,39 I 

.26 - : - : 

- : 

.49 

,31 - : 

- : 

.46 

- : 

- : - : 

.42 - : - : - : - : 

.38 
,47 

.46 

.39 
,38 
.53 
,44 

: : : , : 
Source> United Kingdom Annual Abstract, No. 107-108. 1970-71; Department of Employment~~. February 1971 and ,January 1972; Monthly Di11est ot Statistics, !lo.313, January 1972; IMF 

Internation Financial Statistics, No. 4, April 1972. · 

-.~2 
.25 
.14 

.25 

.25 

.u 

.30 

.21 

.?5 

.cl 

·'.:. 
.28 

.28 

.~5 

.;:~ 

.25 

.28 
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Table A-7·--Belgium: Est.imated basic employment, labor cost, and productivity for manufacturing industries, 1966 

Employment Average . . . _ et _ , Unit labor costs 
hours Total _H9urly compensation., Sales per man Sales per man hour (wag~ bill per 

Description worked wage Sales · · · · dollar sales) 
Salaried Production Total per man : bill All : Production All Production All : Production All Product lei: 

:per veek : employees: vorkers employees: workers ennloyees: workers ___ _l__em_ployees: vcrkers . . . . . . 
1,000 l,000 

~=~ :~: ~ ~ 

44,l ; 
: 

All manufacturing------- 206 : 622 : l,~: 4,020,10~ 11,221,220 i 1.68 ! L4I l 213~0 i 11,~02 ! 4.o6 a ~.!ii a g,Jfi 
' Q "" 

Food------------------------- 22 : 65 107 45.l ; 419,o63 1,779,500 l.67 1.40 16,631 20,935 1.09 6,93 .24 .16 
Grain mill products-------: l : 4 : 5 : 45,1 : 19,562 149,160 1.67 l.26 29,632 37 ,290 12.72 15.90 .09 
Beverages------------------: 4 : 21 : 25 : 45,4 : 96,563 365,900 l.67 1,45 : 14,636 17 ,424 6.20 : T.38 : .17 
COmbinations and other------~ lT 60 : 7T 45.0 300,901 1,264,440 l.67 l.38 : 16,421 21,074 7.02 : ;9.01 : .ll 

: : : : 
Paper and allied products----: 5 : 22 : 27 : 44.6 : 99,563 328,920 l.59 l.39 : 12,162 14,951 5.25 : 6.45 : .30 .'2~ 

: : 
5.60 ; Cheznicals--------------: 22 41 63 : 45,5 : 320,379 : 834,620 2.12 l.78 : 13,251 20,362 8.61 : ,36 : .21 

Drugs---------------: 2 : 4 : 6 : 43.0 25, 759 : 86,140 l.92 l.33 : 14 ,357 21,535 6.42 : 9,63 : .28 
Soaps and cosmetics--------: 2 : 3 : 5 : 45.0 : 22,464 : T5,o40 l.92 l.33 : 15,006 25,013 6.41 : l0.69 : .22 
Industrial chemicals, plas- : 

tics.,- Combinations, and : 
other- : 18 : 34 : 52 : 46.6 : 272,173 : 673,640 : 2.16 : l.87 : 12,955 : 19,813 5,35 : 8.18 : .25 

: : : : : 
3.68 ; 

: ·.· Rubber---------------: 2 : 6 : 8 : 44 ,3 : 31,329 : 67 ,900 : l.70 : l.50 : 8,488 : ll,317 4.91 : .46 .31 
: I : : : 

Primar7 and fabricated : : : : : : : : : : 
metals---------: 31 156 : 187 : 45.0 : 735,922 : 2,598,760 : 1.70 : l.54 : 13,697 : 16,659 5,94 : 1.12 : .28 : .21 

PriJnar7---------: 20 : 103 : 123 : 45.1 : 582,689 : 1,643,380 : 2.02 : l.83 : 13,361 ·: 15,955 5.70 : 6.80 : .10 
Fabricated and othl!r---: ll : 53 : 64 : 43,4 : 236,873 : 955,380 : l.64 : l.48 : 19,428 : 18,026 6.61 : 7,99 : .56 

: : : : : : 
Machinery 1 exclu41ng : : : : : : : : 

electric&l----------: 20 I 64 84 : 44,3 : 334, 758 : 655,200 : l.73 : l.55 : 7,800 : 10,238 3,39 : 4.44 : ,51 : ,35 
Farm macbinel')' and equip- : : : : : : : : : 
ment------------: - : - - : 43,7 : - . - . 1.97 : l.82 : - . -Industrial macbinel')' and : : : : : : : : 
equipment---------: - : - : - : 44. T : - : - . 1.96 : l.69 : - . - -: : : : : 

Electrical macbineey-----: 25 : 67 : 92 : 44.9 : 397 ,364 : 574,660 : 1.85 : l.49 : 6,246 : 6,577 2.68 3,67 .69 .41 Transportation equipmeut--• 18 61 : 79 : 44.5 : 340,019 : 964,760 : y l.86 : y l.67 : 12,212 : 15,816 5.28 6.83 ,35 .24 Textiles and apparel-----: 27 : 206 : 235 42.1 607 ,o65 : 1,617 ,120 : l.18 : l.06 : 6,881 : T ,775 3.14 3,55 ,38 .30 Lumber, wood, and turni- : : : : : 
ture-----------: 5 : 44 : 49 : 44.T : 160,593 : 313,900 : l.41 : l.33 : 6,406 : 7,134 2.76 3,07 ,51 ,43 Printing and publisbin&---: 10 27 37 : 42.7 139,664 : 276,760 : l.TO : l.58 : 7,460 : 10,250 .3.37 4.62 ,50 ,3L Stone, clay, and glass---: 10 56 66 45.2 249,753 : 515,460 : 1.61 : l.47 : T,610 : 9,205 3,32 3,92 .48 .38 Instruments----------: .. l 2 3 : 44.o : 12,355 : 19,580 : l.60 : l.60 : 6,527 : 9,790 l.59 2.37 .63 ,37 other manufacturing------: 8: 53 61 43.1 : 172,258 : 673,880 : l.26 : l.14 : ll,047 : 12,715 3,30 5,67 .26 .20 . . . : : : : : : Y ~utos, ,all emplo7ees $i.93; productio~ vorkers $i. 7i. 

Source:. Belgium, Miniatere des A.f'1'aires .Economiquee, Insti.tut National. de Statiatique: Annuaire Statistiaue de la Belgique, --Tome 8i, 1966, --Tome 90, '-970; Bulletip de Statistigue .--No. 8-9, 
August-September, l~TO, --lo. 12, December 1971; Statistigues Induetrielles, :-.:-No. 11-12, November-December, 1971~ Statistical Office of the European Communities: sta.tietiguea Socialee, No. 4, 1971. 
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Table A-8.--Belgium: Estimated basic employment, labor cost, and productivit7 tor mnnutacturing industries, 1970 

Employment Average : llllit l.abcii' -coata 
hours Tote.l Hourly Compensation Sales per man Sales per man ~ : ( vage coats per 
vorked wage Sales : dollar salea) 

Total : per man bill : All : Production : All : Production All : Pr0duct1an : All : l'rodllctian 
Doocription 

Salaried Production 
:per veek _ :_ :emploYees: vork~r$ ___ ;__~_oyecs: _ workers employ~~_e_l_______~Z'."_WJl ___ _J_~~a: work.era 

l,000 l,000 
~:~:~: :~ ~ : : : : 

All manufacturing------ 223 : 899 : l,122 : 42.6 : 5,517,609 16,651.940 $2.34 : f2.o4 $J.4,Slll ; $18,523 l 6.71 ; $ 8.37 : $ 0,33 ; fO.g\ 

Food-------------------- 23 77 100 41i,O : 524,256 2,414,780 2,37 l,99 24,148 : 31,361 10.55 : 13.71 : .22 ; .15 
Grain mill products-------- l 4 5 44.o : 26,312 202,360 2.30 1.77 40,472 : 50,590 17.69 : 22.11 : .13 
Be>'arageo------------------ 6 19 25 43.4 1 129,766 503,840 2.30 2.00 20,154 : 26,518 8,93 : ll.75 : .26 
Combinations and other----- 16 54 70 44.3 : 368,178 l,708,580. 2,39 l,97 24,408 : 31,640 l0.62 : 13.76 : .22 

'Papejo·"tin4 &lliH'·'producta-- 6 22 28 43,7 140, 715 495,680 2.21 l.93 17,703: 22,531 : 7,78 : 9,91 .28 .19 
: 

Chemicals------------------ 24 38 62 43.3 404,837 1,357 ,440 2.90 2.44 2l,8gli : 35,722 : 9,72 : 15.~7 .30 .15 Drugs--------------------- 6 1 13 43.0 67 ,462 154,760 2.17 l.50 11,905 : 22,109 : 5,32 : 9.89 ·"" Soaps and cosmetic1---- 2 2 4 43.0 19,408 90,500 2.17 l.50 22,689 I 45,250 : 10.12 : 20.24 .21 
Industrial chemicale, pl&e- : 

tics, combinations, and : 
other--------------: 16 : 29 : 45 : 43.6 : 317,967: l,112,180 : 3,13 : 2.71 : 2li,715 : 38,351 : 10.95 : 16.99 : .29 

: : : : : : : : :1.67 : : 
Rubber--------------------: 2 : 7 : 9 : 44.o : 48,597 : 96,080 : 2.36 : 2.09 : 10,676 I 13,726 : 4.67 : 6.00 : .51 : ,35 

: : : : : : : : : : : I : : 
Priaary and fabricated : : : .. : : : : I : : 

metals-----------: 34 168 : 202 I 42.8 : l,o69,979 : 3,989,000 : 2.38 : 2.16 : 19,7"8 : 23,7U: 8.S1 : 10.67 : .21 : .20 
Primaey------------: 21 108 : 129 : 42,8 I 8o6, 757 : 2,563,680 : 2.81 : 2.54 : 19,873 I 23,738,.: 8.93 : l0.67 : .31 : 
Fabricated and other------: 13 : 60 73 : 43.0 : 263,222 : 1,425,;!g_O _: -· 2.30 : 2.07 : 19,52.S : 23,755..: 8.11 : 10.67 : .l.11 : 

Machineey, excludlng - - - - -;· -
: : 1 __ • : 

electriaal---------: 24 : 68 : 92 : 43.2 : 510,472 l,058,800 : 2.47 : 2.22 : ll,509 : 15,571 : 5.12 : 6.93 : .Ji8 I ,32 Farm mach1ner7 and equip- : : : : : : : : : I : : : ment---------------: - : - : - : - : - : 171,920 : 2.74 : 2.53 : - : - : - : - : - : Induatrial mach1ner7 and : : : : : : I : equipment---------: - : - : - : - I - : - . 2.86 : 2.47 : - I - : - . -. - . : : : : : : I : I : I Electrical machin"Z'7----: 30 : 78 : lo8 : 42.4 : 616, 726 : 993,420 : 2.59 : 2.09 : 9,198 : 12,T36 : ~.lT I 5.78 : .62 : .36 Trauaportation equipnent---: 17 : 72 : 89 : 42.5 : 519,262 : 1,523,tO : !/ 2,64 : !/ 2.37 : lT ,117 : 21,158 : 7,75 : 9.n ' .]Ii : .25 Textiles and apparel------: 25 : 181 : 206 : 41.3 : 716,698 : 2,001, 40 : l.62 : 1.48 : 9,718 : 11,~o: 4.52 ,. 5,15 : .36 : ,29 Lumbar, wod, and turni- : : : : : : I I I ture--------------: 6 : 45 : 51 : 42.9 : 224,129 : 477 ,840 : l.97 : l.86 : 9,369 : 10,619 : 4,20 I •• 16 I .•1 I ,39 Printing and publiehing---: 12 : 29 : 41 : 41.9 : 220,648 : 390,400 : 2,47 : 2.29 : 9,522 : 13,462 I 4.37 I 6.18: .51 : ,37 Stone. cJ.a:r~ and gla1111----: 11 : 58 : 69 : 42.4 : 337,731 : 726,800 : 2.22 : 2.03 : 10,533 : 12,531 : Ii.TB J-. 5.68 : ."6 : . 36 In1tr\Ullenta----------1 l : • 2 : 3 : 42.6 : 16,615 : 33,400 : 2.50 : 2.22 : 11,133 : 16,700 : : 5,03 I; 1 ,51> : ,50: .29 Othar manutacturing------1 8 : 54 : 62 : 41.9 : 226,944 : l,093,080 : l.68 : l.52 : 17 ,630 : 20,242 : ·8.0g I•! 9.29' .21 : .16 
jJ Alltoa, all emplo7ee1, ¥2. Bo; producti~n vorkera. $2 '. 48, 

: : : : : : : I• : I 

Source: Belgium, ~niatare dee Attaires Economiques,'Inatitut llational· de statiatique: Annuaire Statiatigue de la Bell!iaue. -Tcme 87, 1966, -Tcme 90t'WTO; 'IQ1et!p ae 8t&tiat1,.......... 11-9, 
Auguat-September, 1970, -Bo. 12, DecOll!ber 1971; Stati.@..t~iques Industrielles, --No. ll-12, !km!ll1ber-December, 1971; statistical Office ot the European Camunitt'I"• !!fftbtiqpn Socl.aln, ... Ji, 1911. 
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Table A-9 . --France: Estimated basic employment, labor cost, and productivity for manufacturing industries, 1966 

Employment Hourly Compensation Sales per man Sales per man hour 
Description Sales 

Unit lnbor costs 
(•·u.t;c "'o.:as pe,. 
::lullnr ~:aler:.) 

Salaried Production Total 

Average 
hours 

per man 
per 

week 

Total 
wage 
bill All Production All Production All : Prod.UCtion All -:--PTOduct ion 

~ Thousands :~: 
Million 
dollars 

Million 
dollars 

: employees: _ workers employees: workers :~mployees: workers employees; vorkers 

All manufacturing--------: 823 4,286 5,109 45.6 20,500 61,932 $1.68 $1.31 $12,122 $14,450 $5.08 : $6.05 $0.33 $0.22 

Food processing-------------: 32 
Grain mill products---------: 2 
Beverages-------------------: 6 
Combinations and other------: 24 

Paper and allied products-----: 

Chemicals-----------------: 
Drugs-------------------: 
Cosmetics------------------: 
Plastics ma.terials-------
Industrial, combinations, 

and other---------

Rubber-------------------: 

Primary and fabricated 
metals----------------

Primary (excluding 
aluminum and magnesium)--

All other (fabricated, alu- : 
minum and magnesium)----: 

Nonelectrical machinery-------: 
Agricultural and industrial : 

machinery----------------: 
All other---------------- : 

Electrical machinery------
Electronice------------
All other-----------------

Transportation equipment----: 
Te,-ctiles and apparel---------: 
Lumber. wood, and furniture---: 
Printing and publishing-------: 
Stone, clay, and glass-------: 
Instruments-------------------: 
Other manufacturing----------: 

25 

133 
20 
13 
ll 

89 

21 

172 

62 

110 

22 

9 
13 

135 
63 
72 

51 
74 
48 
21 
34 
10 
45 

. . 
288 320 47.2 1,131 8,800 1,114 1.16 27,500 30,556 . 11.20. 12.45 .13 .09 
20 22 47 .2 75 607 1.39 1.12 27 ,591 30,350 11.24 12.37 : .12 .09 
58 64 47.2 253 -1,760 1.61 1.30 27,500 30,345 11.20 11.20 .14 .12 

210 234 47,2 804 6,433 1.40 1.13 Zf,491 30,633 il.20: 12.85: .13 .09 

105 

166 
23 
10 
14 

119 

62 

505 

180 

325 

648 

254 
394 

230 
79 

151 

462 
815 
243 
215 
194 
lll 
242 

130 

299 
43 
23 
25 

208 

83 

677 

242 

435 

670 

263 
407 

365 
142 
223 

513 
889 
291 
236 
228 
121 
287 

46.2 

45.0 
45.0 
45.0 
45.0 

45.0 

45.0 

47 .1 

47. 5 

46.9 

47 .0 

4·r .o 
47 .o 

46.o 
46.o 
46.o 

47 .o 
43.4 
48.o 
43.2 
47.0 
46.5 
45. 3 

490 

1,497 
215 
ll5 
125 

1,042 

357 

2,808 

962 

1,846 

2,954 

1,157 
1,790 

l,624 
632 
992 

2,282 
2,648 

966 
1,161 

892 
527 

1,163 

1,742 

5,888 
1,054 

469 
483 

3,81'\2 

1,014 

6,636 

2,371 

4,265 

6,920 

3,133 
3, 787 

4 ,053 
1,721 
2,332 

7 ,910 
7,682 
1,953 
2,967 
2,201 
1,442 
2, 724 

1. 57 

2.14 
2.14 
2.14 
2.14 

2.14 

1.84 

1.69 

1.61 

1. 74 

1.80 

1.80 
1.80 

1.86 
1.86 
1.86 

1.82 
1.32 
1.33 
2.19 
1.60 
1.80 
1. 72 

1.25 

1.57 
1.57 
1. 57 
1. 57 

1.57 

1. 35 

1. 38 

1.37 

1.39 

1.44 

1.44 
1.44 

1.37 
1.37 
1. 3T 

1.47 
1. 03 
1.12 
1. 79 
1.33 
l.44 
1.31 

13,400 

19,692 
24 ,512 
20,391 
19,320 

18,663 

12,217 

9,802 

9,798 

9,805 

10,328 

11,913 
9,305 

ll ,104 
12,120 
10,457 

15 ,419 
8,641 
6,711 

12 .572 
9,654 

11,917 
9,491 

16,590 

35,470 
45,826 
46,900 
34 ,500 

32,622 

:..6,355 

13,141 

13,172 

13,123 

l0,679 

12 ,335 
9,612 

17 ,622 
21, 785 
15 ,444 

17 ,121 
9,426 
8,037 

13,800 
11,345 
12,991 
ll,256 

5.58 

8.42 
l0.48 
8. 71 
8.26 

7,96 

5. 22 

4.00 

3,97 

4.02 

4.23 

4.87 
3.81 

4.64 
5.07 
4. 37 

6. 31 
3.83 
2.69 
5.60 
3.95 
4,93 
4.03 

6.91 

15.16 
19.50 
20.04 
14. 74 

13.94 

6.99 

5,36 

5,33 

5,38 

4. 37 

5,05 
3,93 

7. 37 
9.11 
6.46 

7.01 
4.18 
3.22 
6.14 
4.64 
5, 37 
4. 78 

.28 

.25 

.20 

.25 

.26 

.27 

. 35 

. 42 

.41 

. 43 

.43 

.37 

.47 

.40 
,37 
.43 

.28 
. 35 
. 50 
.,;9 
.1,1 
. 37 
.43 

.18 

.10 

.08 

.OB 

.11 

.11 

.19 

.26 

.26 

.26 

. 33 

.29 

. 37 

.19 

.15 

.21 

.21 

.25 

. )~ 
,29 
.29 
.21 
.27 

Source: INSEE, Annuaire Btatistique de la. France, 1967', 1968, 1970-71; SWedish Comt'aderation of InduStries; INSEE, ~ ~. various issues. 
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Table A-10 .--France: Estimated basic employment, labor cost, and productivity for manufacturing industries, 1970 

Employment Average Unit labar costs 
hours Total : Hourly Compensation Sales per man Gal es per tl8.l'l hour ( vage costs per 

Desc rtpt.i.on per man wage Sales : : dcllar sales 
• Salaried : Production Total : per bill All Production : All : Production All Production All Production 

veek. : : eS?:l2lees : workers : emElo;z:ees: vorke1·s Pfll.J:?lo;z:ees: workers :e!S,i2lo;z:ees vorkers 
: : : 

Million Million 
~: T!l?~ :~: dollars dollars 

: 
All manu:t'act'U.!"!ng----< B2I 4,421 2.324 : 44.2 31,310 22,486 ~2.42 ~1.81 : pz,146 ~20.26z ' ~7- 34 : $8.81 : ~0.34 to.21 

: : : 
Food process! ~ 46 412 458 : 46.3 : 2,205 17 ,137 2.00 : 1.61 : 37 ,417 41,595 15. 54 : 17.28 .13 .09 

Grain mill products------j 3 29 32 46.3 149 1,200 1.93 : 1.56 : 37 ,500 41,379 15.58 : 11.19 .12 .09 
Bneragea------------,: 9 : 83 92 : 46.3 496 3,1,45 2.24 1.81 : 37. 446 41,506 : 15.55 17.24 : .14 : .13 
Combinations and other---; 34 300 334 46.3 : 1,560 12,492 1.95 1.57 37 ,401 41,640 : 15.54 : 17.30 : .13 .09 

I : : 
Paper and allied p.«:ducta--.: 26 107 133 45.4 706 2,161 2.25 l. 79 : 16,248 20,196 : 6.88 : 8.56 : ,33 : .21 

~ : : : : : : 
Chemicala----------1 158 : 186 : 3!14 44.o 2,361 8,190 : 3.00 2.20 23,808 44,032 : 10.41 : 19.25 : .29 .u 
Ilrugs------------1 28 : 30 : 58 44.o 398 : 1,546 3.00 : 2.20 : 26.655 : 51,533 : 11.65: 22.52 : .26 .10 
Cosmetics I 20 : . 13 33 : 44.0 227 : 680 3.00 2.20 : 20,6o6 52,308 : 9.01 : 22.86 : .33 .12 
Plastics materials----: 13 : 16 29 44.o 199 666 3.00 2.20 : 22,966 41,625 10.04 : 18.19 : .30 : .12 
Industrial, combinatioiis, I : : : : : : : : 

anll. •fther----- : 97 : 127 224 44.o 1,538 : 5,298 3.00 : 2.20 : 23,652 41,717 : 10.34 18.23 : .29 .12 
: : : : : : : 

Rubber---- --· 25 70 95 44.o 561 1,854 2.5S 1.89 : 19,516 26,486 : 8.53 : ll.58 : .30 .16 
I : : : 

Primary and tabricated I : : : 
metals : 167 : 492 659 46.l : 3,682 : 10,750 2.33 l.90 : 16,316 : 21,850 : 6.Bo : 9.ll : .34 : .21 

Primary (excluding I : : : : : : .. : : 
aluminum and Jlla&llU1,um)--: 57 : 166 : 223 : 45.8 1,184 : 3,841 2.23 1.90 : 17 ,224 : 23,139 7 .23 : 9.72 .31 : .20 

All ·other (fabricated·,· al1>- : : : : : : 
¢mm and magneoilm---: 110 326 : 436 : 46.3 : 2,498 : 6,909 : 2.38 1.90 : 15,846 : 21,193 6.58 : 8.80 .36 .22 

: ' llonelectrical machinery---: 24 : 690 714 : 45.6 5,485 ,. 10,581 : 3.24 2.64 : 14 ,819 : 15,335 6.25 : 6.47 : . 52 : .41 
Agricultural and industrial : : : : : 

machinery-------: 10 270 : 280 45. 7 2,063 4,790 3.10 : 2.64 : 17,107 : 17. 741 7.20 : 7.47 : .43 ~ 35 
All other--- 14 : 420 434 45. 5 3,422 5,791 3.31 2.64 13,343 ~3. 788 : 5.64 : 5.82 : .59 .45 

: : ' .:. : 
Electrical machinery-------: 144 : 246 390 44.8 3,489 6,059 3.84 2.82 : 15,536 24 ,630 6.67 : 10.57 : -58 .27 

Electronics-------------: 67 84 151 44.8 l ,351 2,573 3.84 2.82 : 17 ,o4o 30,631 7.31 : 13.15 : .53 .22 
All other--------------: 77 162 239 44.8 2,138 3,486 3.84 2.82 : 14,586 21,519 6.26 9.24 : .61 .31 

: : 
Transportation equipment-----: 57 509 566 45. 5 : 3,401 12,086 2.54 2.05 21,353 : 23, 745 9.02 10.04 .28 .20 
Textiles and "apparel---------: 69 765 834 42.6 3,455 8,220 1.87 i.46 : 9,856 10, 745 4.45 : 4.85 .42 . 30 
Lumber, vood, and furn! ture---: 47 : 238 285 46. 5 1,281 3,135 1.86 : 1.57 : 11,000 13,172 : 4.55 : 5.45 .41 .29 
Printing and publishing-------: 48 : 244 : 292 42.6 1,992 4,320 3.08 2.52 14, 795 17. 705 6.68 7.99 .46 . 32 
Stone, clay, and glass-------: 32 188 220 45. 6 1,189 2,697 2.28 1.90 : 13,168 15,410 : 5.55 6.50 . 41 : .29 
Instruments-----------------: 10 114 124 45. 5 951 1,976 3.24 2.64 : 15,935 17 ,333 : 6. 74 7 .33 .48 .36 
Other manufacturing-----------: 44 236 280 44.8 1,552 3,122 ' 2.38 1.81 : 11,150 13 ,229 4. 79 5.68 .50 J', 

80urce: INSEE, Anm;e.!!'_e~atistiQue de la __ Fr~nc.e,1967., 1968, 1970-71; Swedish Confederation of Industries; INS.EE,~~' various issues. 
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Table A-11.--llest Germany: Estimated bssicemployment, labor cost, and productivity !Qr manufacturing industries, 1966 

Empl-nt . ·'·· Av:~re.ge 
: hours Total 

V"80 

bill 

Hour J.y compensation Sal.es per man Sal.ea per man hour 
Unit labor costs ( ve.ge 
costa oer _ _dollar ea.lea) 

Description 

: 
All manufacturing------: 

Food---------------------: 
Paper and allied p~ucts----: 
Chemicals---------....:_ ___ : 
Rubber--------------: 

: 
Primary and fabricated 

tnetals------~------c 
Primary------------: 
Fabricated-----------: 

: 
Machinery, excluding : 

electrical------------: 
Office machinery and 

electrical components---: 
All other-----------------: 

Electrical machinery---------: 
Transportation equipment-----: 
Textiles and apparel--------: 
Lumber I wood, ana fu.rni ture--: 
Printing and publishing----: 
Stone, clay and glass-----: 
Instruments----------: 
Other manufact.\,ll"ing-------: 

Salaried : Production Total 

Thousands : ~: ~: 

: 
1,§36 6,061 : 1,821 : 

: 
135 : 349 484 : 

38 166 : 206 ·: 
188 350 538 : 
lJ. I 98 : 109 : 

I : 
: : 

295 :· 1,139 : 1,434 : 
128 : 534 : 662 
167 I 605 : 772 : 

: : 
: : 

318 : 779 1,097 : 
: : 

30 47 H: 
288 732 1,020 : 

287 : 678 : 965 
126 504 630 : 
l58 786 : 944 : 

53 242 295 : 
44 172 216 : 

. 74 360 : 434 : 
37 117 : 154 : 
72 319 391 

per man 
per 
week 

43.2 

. 45~ T 

: 

: 

44. 7 : 
44.9 : 
43.2 

: 

44.3 
44 .2 
44 .4 

: 

44.4 : 

44.4 : 
44.4 

42.5 : 
43.9 : 
42.0 
44 .4 : 
43.2 
46.3 
42.3 
42.5 

Sales 
All . Production All 

employees · vorkers employees 

Million : Million 
dollars : dollars : 

28,140 : 21,108 : ~!.Bo : !L :i2 : iu,~~ : 
: : : ! 

1,486 11,755 1.49 1.32 .24,287 
653 : 2,437 : 1.62 : 1.45 : 11,830 : 

2,285 : 9,149 : 2.21 : 1.83 : 17,oo6 : 
388 1,232 : 1.96 : 1.58 : ll,303 : 

: : : : : 

5,520 : 16,357 : 2.00 : 1.85 : 11,407 : 
2,510 9,109 : 2.00 : 1.85 : 13,76o : 
3,040 : 7,248 : 2.02 : 1.85 : 9,389 : 

: : : : : 
: 

4,004 : 10,196 : 1.88 : 1.66 : 9,294 : 
: 

282 693 : ·+.89 : 1.66 : 9,000 : 
3,724 : 9,503 : l.88 : 1.66 : 9,317 : 

3,481 8,200 1.99 : 1.66 : 8,497 
2,593 7,998 2.17 : 1.99 : 12,695 
2,361 8,392 1.42 : 1.28 : 8,890 

862 3,072 : 1.49 : 1.43 : 10,414 
791 1,719 1.92 : 1.79 : 7.958 

1,976 4,386 2.20 : 2.o6 : l0,lo6 : 
541 1,030 1.94 : 1.66 6,688 : 

1,179 5,185 : 1.66 : 1.48 : 13,261. : . . .. . 
Statistisches Bunde~amt, W. Geraany, Statis_tisches _ _ldhr:b_uch _!)Jr die Bundesrepublik Deutschland, 1968 and 1971, 

0

various ~a .. Source: 

Note: Data refer to all establisi:uaents vi th ten or more employees. Wage data include some, but not all,. fringes. 

Production • All . Production . All • Production 
vorkers · em.p1oyees · workers · employees · workers 

il~,036 : $6.o~ : 
! 

£[.21 ; f2·31 : 10.21 

33,682 : u.79 : 16.35 : ,13 : .08 
14,5o6 : 6.05 : 7.41 : .21 : .20 
26,140 : 8.85 : 13.59 : .25 : .13 
12,571 : 6.22 : 6.92 : .31 : .:n 

14,361 : 5,93 : 7.46 : .34 : .25 
17,058 : 7.26 : 9.00 : .28 
ll,980 : 4.82 : 6.14 : .42 

13,089 : 4.79 : 6.74 : .39 : .25 

14,745 : 4.65 : 7.62 : .4l 
12,982 : 4.80 : 6.68 : .39 

12,094 : 4.69 : 6.67 : .42 : .25 
15,869 : 6.69 8.37 : .32 : .24 
10,677 : 5.05 : 6.o6 : .28 : .21 
l2,69Ji : 5.19 : 6,32 I .29 .23 
9,991i : 4.17 : 5.24 : .46 : . 34 

12,183 : 4.88 : 5.89 : .45 : .35 
8,803 3.69 : 4.86 : .53 . 34 

16,254 : 7 .30 : 8.96 : .23 ,J7 
I I . I 
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Table A-12. --West Germany: Estimated basic employment, labor cost, and productivity ror manufacturing industries 1970 

: Average : : : : ' : Employment 
: hours : Total : : Hourly Compensation : Sales per man ' Sale• per mui bDv ' DescriPtian : : : : per man : wage : Sales : : ' ' Salaried : Product ion : Total ' per : bill : ' All : Production : All : Production : . All : Production: All : Production 

week : : : em21oiees : vor5ers :em.J:!loz:ees : workers =m;~gzs:fiia i 1:1i1Um:1 : amlm=ai vorkers 
: . . : : : : : : . . 

Million : Million 
Thousands : Thousands Thousands: : dollars : dollars 

: : ' : : 

!f8.66 i tll.55 i $0.33 i All manutacturiq---- • g,Q64 6,12~ 8,2~7 ; 4~.8 : 42,424 : l~:!.923 : -~.Ill : $2.~0 : 116,460 : !21,2~1 : ·.lQ,,il 
: ! ! . 

Food--------------: 146 : 337 483 : 45,5 : 2,242 : 15,583 : 2.26 : l.98 : 32,263 : 46,240 ' 15,71 ' 22.52 ' .14 ' ,09 
Paper end allied product•---: 43 : 170 213 : 44.4 ' l,025 : 3,474 : 2.50 : 2.29 : 16,310 : 20,435 : 8.47 ' 10.62 ' .30 ' .22 
Cbemicalo ----: 232 : 368 600 ' 42.4 : 3,942 : 13,888 : 3.52 : 2.96 : 23,147 : 37,739: 12.40 ' 20.22: .28 ' .15 
Rubber-----------: 30 : 110 140 : 43.1 : 678 : 1,972 : 2.68 : 2.46 : l4,o86 ' 17,927 : .7.79 ' 9.91 : .]la ' .25 
Prl..alary and fabricated : : : : ' metal•-------- 305 : 1,123 l,428 ' 44.9 : 8,518 : 25,280 : 3,04 : 2.87 17,703: 22,511 : 9,02 ' ll.48 ' ,]la ' .2~ 
Prime.17-------- 134 : 523 657 : 44.6 : 3,991 : 14,593 : 3,14 : 2.96 22,212 : 27 ,902 : 11.48 ' 14.42 : ,27 ' .21 
Fabricated . --- 171 : 600 771 : 45.1 : 4,685 : 10,687 : 3.o6 : 2.83 13,861 ' 17 ,812 : 6.98 : 8.97 : .44 ' .32 

: : : 
Machinery, mcclu411111 : : : : : : 

electrical---------- 374 826 l,200 ' 45.1 6,876 : 16,529 : 2.90" 2.61 13, 774 ' 20,0ll : 6.97 10.13 : .42 : .26 
Ottice machinery and elec- : : : 

trical component•----- 29 51 80 : 45.1 451 l,132 3,27 : 2.42 14,510 : 22,196 : 8.20 12.86: .40 
All other------- 345 775 l,120 : 45.l 6,386 15,397 2.86 I: 2.62 13, 747 : 19,867 ' 6.90 9.91' .41 

Electrical machine..,---_-: 321 : 774 : 1,095 : 42.6 : 6,028 13,888 : 3.08 : 2,59 : .12,683 : 17 ,943 : 7 .10 : 10.04 : .43 : .26 
Trensportation equipmeat---: 148 : 577 : 725: 44.4 : 4,744 12,843: 3,43 : 3.18: 17,714 : 22,258: 9,29 ll.66: ,37: .27 
Textiles and apparel-----: 158 : 722 : 880 : 41.9 : 3,322 10,470 : 2.18 : 1,95 : ll,898 : 14,501 : 6.87 8.38 : .32 : .23 
Lumber, voo4,·and turniture-: 58 : 235 : 293 : 44.o : l,327 4,475 : 2.26 : 2.17 : 15,273 : 19,043 : 7 .62 9.50 : .30 : .23 
Printing and publishing----- 48 : 176 : 224 : 43,4 : l,284 2,589 : 3.00 : 2.83 : ll,558: 14,710: 6.05 7.71: .50: 0 37 
stone, C!W¥1 and glass----: 78 : 328 : 4o6 : 46.l : 2,784 6,043 : 3,31 : 3,15 : 14,884 : 18,424 : 7,19 8.90 : .46 : 0 35 
Instrument;-----------: 44 : ~2~: 169 : 41.9 : 884 : 1,608 : 2.89 : 2.51 ' 9,515 : 12,864 : 5.25 7.12' ,55 : .35 
Other manufacturing-----• ___ 79 : 3li2 : 401 : 42.5 : l,800 : 7,282 : 2.49 : 2.22·: 16,160 : 22,615 : 10.07 12.53: .25 : .18 

source• Stat1atiscbos Bunde!amt, w. Ge~, Statiatlaches Jabrbuch ftir dle Bundesr~publik Deu~scbland, 1~68 , ·-·: - L. : : : : 

Bote1 . Data, retor to all eatabl1obme11ts with ten or more employees. Wage data include some, but not all, fringes. 
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Table A-13.-Brazil:_ Estimated basic employment, labor cost, end productivity tor 1n8.11.Ut'actur1ng industries, 1966 

Unit labor coats ( va&e Total Hourly canpensation 
hours Total 
yorked wage· Sales : All . Production All : Production : -- - -All- : Production 
All bill : ..._...., oyees : workers eniplnvees : workers : employees : workers 

emplgyees ~ • · · - _,, : 

Sales per man hour Sales per man Employment 
costs per dollar sales) 

All ; ProdUcU on 
employee1 . vorkers 

Description 
Salaried : Production Total 

:~ : Thousands ~ : Millions w~~ ~ ~~II~: 
All manufacturing----; 356 : ·1,544 l,900 : 4,268 i,n? : 13,593 $0 57 : $0 46 : · $T,l54 $8,804 : $3.18 : $3.92 : · $Q 121 : $0 o83 

Food--------·------~-~ 66 ~ 216 ~82-~ p38 : 236 2,947 : .52 
Grain mill products------: - - : - - : -· : · - - . 
Bevt=ragea --~--: 
Combinations----------: 
Other-------------: 

Paper and allied products---: 

Chezd.cals------------: 
Drugs-------------: 
Soaps and Cosmetics---: 
Industrial chemicals---: 
Plastics materials----: 
Canbinations --: 
Other----------: 

Rubber---------- -: 

Pr1mar7 and fabricated 
metals-------"----: 

Primary-----
. Fabricated ( exclucling 

aluminum, copper, : 
and bro.sol------: 

Pri.mar;y and fabricated : 
aluminum-------: 

Other---------: 

Machinery, except e1ectr1-
cal- ---: 

Farm machine?7 and. 
· equipment . 

Industrial machine.,. and 
" equipaent-------

Ot'fice aacbinea-----
El.ectrqnic computers and 

equipnent--------
other-----------

Electricu machineey----: 
. Household app1i&J¥?ea--: 

Equipnent and apparatus---: 
Canponents, radio, T.V.--: 
Other---------.----: 

Transportation eq~kl!lent---
. Textiles and apparel------
Lumber 1 vood, and turni-ture------------
Printing and publiabillg---
Stone, clay and gl.aaa----
Iristruments--------
other manufacturing-------

10 

57 

4 

34 

19 

22,, 

- : 

2T 
44 

20 
lT 
20 

16 

38 

117 

21 

176 
- : 

TO 

- : 

T3 

107 
360 

112 
50 

118 

86 

48 

174 

25 

210 

89 

95 

134 
404 

132 
67 

138 

102 

-
- : 

109 

394 
- : 
- : 
-- : - : - : 

57 : 

475 : 
- : 

-: 

- : - : 

199: 

-: 

-: 
-: 

215 : 

- : 

- : 

303 : 
915 ; 

301 
152 
310 
- : 

158: 

~~ce; ProdUcao Industriaj 1966; Instituto Brasil.eiro De Estatistica, Deicom. 

41 

220 

2T 

221 

99 

109 : 

- : - : 

196 
265 

85 
68 
95 
NA 
70 

353 

2,501 

- : 

26T 

1,467 

- : 

485 

- : 

- : 

728 - : 

1,270 
4,139 

468 
230 
548 

NA 
463 

- : 
.53 

.f9 

- : 

- : 

.6T 

.65 - : 

.70 

.Tl 

.91 

.41 

.40 

.63 

.43 

.62 

.35 

.44 ' 

,59 

.56. t 

,56 

.59 

.59 

.T5. 
,35 

.34 

.58 

.37 

.35 

10,450 

f,.354 

. lii,3'7~ 

10,660 : 

6,986 

- : 

5,449 : . 

- : 

T,663 

- : - : - : 

9,478 
10,245 

3,545 
3,433 
3,971 

4,539 

13,644 

9,289 

21,376 - : 

12,Tl4 

8,335 

- : 

6,929 

- : 

9,973 
-·.: 

11,869 
11,497 

4,lT9 
4,6oo 
4,644 

5,38li 

.4.62 

3,25 

6.3-5 - : 

4.T2 

3.09 

2.43 

- : 

- : 

3,38 

4.19 
4.5] 

1.55 
1.52 
1.77 

2.92 

6.03 

4.10 

9.44 

5.62 

3.68 

3.10 

4.41 

5.24 
5.08 

1.83 
2.03 
2.0T 

3.48 

.080 

.116 

.oBB 

- : 

.101 

.151 

.2~ 

.150 

- : 

. : 
.151' 
.o64 : 

.182 

.296 

.173 

.151 

.041 

.076 

.0'45 

.on 

.108 

.136 

,095 

.102 

.049 

.130 

.204 

.128 

.lOl 
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Table A-14 .-Brazil: Estimated basic employment, labor cost, and productivity ror manutacturing in4uatr1ea, 1970 

l!mployment Total 
hours Total 

Hourly compensation Sales per man Sales per man hour Unit labor coat1 (vage 
coste per dollar sull·~:' 

Descri.ption 
Salaried : Production 

:~:~ 

Total 
vorJted vage Sales : All - : ProdUction All Production : All 
All bill : employees : workers empl.CJ¥eea work.era : employees 

employees : . 

: Million : Million 
: ~ : 1!!!ll!2!!!. : dollars : doITQi;" 

Production : All '= Produc-t i un 
vorkere : emPioyees : vorkers 

: : : : : . : : 
All1118'1utacturi1111----: 376: i.1o6 2.082 4.795: 2,330: 12,012: to.68: $0.54 : $9,135' $11,148' •3.97: $4,ei. sg12·· tpggg 

: : ; : : : 

Food--·----------: 73 : 219 : 292 : 663 : 266 : 3,91'7 : .56 : ,J,5 : l.3,517 : 18,023 : 5,95 : 7 ,94 : .067 
Grain mill products----t 
Beverages--------: 
Combinations-------: 
Other---------

Paper and allied product•--: 

Chemicals 
Drup-------= 
Soape ap4 coemetica----·: 
Indu1trial cbemicalll---• 
Plaa'\ica materiel.a~: 
Combinations------= 
Ollher------· 

Rubber 

Prl.marJ and tnbricated 
metals---------' 

Primary- . 
hbricated (excluding 
· aluminum, copper, 

and bra11)----
Prima1'7 &nd fabricated 

aluminum 
Other-

Machinery, excluding electri-
. cal · 

Fam mechinery and · 
equipment-----

Induatrial machinery and 
equipnent~---

Ottice machines---'--
Electronic computers and 

equipnent-------
Other---------~ 

Electrical machinery----
Houaebold appliances-
Equipment and apparatue-
Componeota, radio, TY.--
Otber · 

Transportation equipment-
Textiles and apparel----
Lumber, vood, and turni-

ture--------------
Printing and publishing---
Stone, clay and glass-----
Inatrum.enta-----------: 
Other manufacturing-...:-----: 

- : 

~ : 

10 

55 

" 
39 

- : 

22 

23 

29 
41 

23 
22 
22 

13 

46 

136 

25 

211 

85 

8" 

126 
381 

129 
59 

135 

70 

:. 

. . . . .._ •---

56 

191 

- : 

29 

250 

- : 

107 

107 

155 
422 

152 
81 

157 

83 

Source: Producao Industrial 1216; Inetituto Brasileiro, Deicom. 

128 

423 : - : - : - : 

- : 

66: 

5'6: -: 

-: 

-: - : 

243: 

-: 

- : 

242: 

- : - : 

351 
957 

345 
183: 
356: 

-: 
189: 

6l : 5oli 

~: 3,325 

•I 

31' : 
: 

31~: 

-: 

157 : 
: 

151 : 

282 
317 

108 
113 
135 

78: 

- : 

363: 

2,209 : 
- : 

- : 

-: - : 

895: 

- : 

- : - : 

l,014: - : 
·-: 
- : 
·-: 

l,792: 
2,405: 

705 
429 
821 

- : 
630 : 

- : 

.67 

1.00 - : - : 

- : - : 

.72 

.79: - : 
:· 

- : 

- : - : 

.91: 

- : 

- : - : 

- : - : 

.88: - : - : - : - : 

l.13 
.47 

.44 

.88 
,53: 

.58 ; 

- : 

- : 
-; 

.51 

,73 

,59 

.65 

-· 
-. ' 

,7~ 

-· 

.68' 

,93 
.39 

.36 

.76 

.43 

.45 : 

- : 

9,000 

17 ,4o8 - : - : - : - : 

- ' - : 

12,517 

8,836 - : 

·: 

8,3611 

- : 

- : - : 

9,477 

- : - : - : 

11,561 
5,699 

4,638 
5,296 
5,229 

7 ,590 

l0,957 

24,41'9 

- : 

1",520 

10,1129 - : 

- : 

-: 
- I 

10,529 

- : 

- : - : 

- : 

12,071 
- : 

- : - : 

14,222 
6,312 

5,465 
7,271 
6,081 

9,000 

- : - : - : - : 

3.98 I 
I 

7;69 I - : - : - : - : - : - : 

5.50 

3,90 - : 

- : 

3.69 

i..19 

5.11 
2.51 

2.05 
2.3lo 
2.31 

3,35 

4.84 

l0.8o 

~ :· 

6.38 

4.62 

lo,65 

5.33 

6.28 
2. 78 

2.41 
3.21 
2.69 

3.'.j~. 

.121 

.092 

.oglo 

.14" 

.175 

.11,9 

.157 
.132 

.153 

.2£3 

.161. 

.124 

.o.l1u 

.o83 

.oi.e 

.o66 

.100 

,).lfJ 

.091 

.10~ 

.(J!I~ 

.JO~ 

.168 

.11'4 

.081 
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Table A-15 .--Mexico: Estimated basic employment, labor cost, and productivity tor manufacturing industries, 1966 

Employment 
Total 
hours 

worked Sales 

UnIT labor coots 
Hourly compensation Sales per Qan Sales per man hour (vage costs per 

dollar ealeal 
ProdUction 

Salaried workers Total 
AU 

employees 

Total 
wage· 
-bill All ___ : PrOdiiCtlon : All Production : All Production All ·Production 

einployees : wcrkers : ell1Jlloyees _workers __ ~~-=- ..,orkers e111ployees ~ 

l ,ooo : !.&QQ.._ 
~:~:~:~~:~ 

: : : : 
All manufacturing-----: =325 1.315 : 1,640 3,607 2.123.409 : 13.012,752 : $0.59 : $0.34 : · $7 935 $9.896 $3.61 : $4.50 $0.163 to.on 

Food-------------------------: . 84 
Grain mill products--------: 
Beverages..,,..---------------: 21 
Combinations--------------: 
Other----------------------: -

Paper end allied products----: 

Chemicals----------------: 
Drugs-------------------: 

7 

81 

Soape. and cosmetics--~-- - : 
Industrial chemicals----- - : 
Plastics materials------- - : 
Combinations-----.:. _____ _ 

Other-----------: 

Rubber---------------: 

Primary and fabricated 
metals----------: 

Primary-------------: 
Fabricated (excluding 

e.luminum, copper, and 
brass-------------

Primary and falrricated 
aluminum------------

other--------------------

Machinery, except electrical-
Farm machinery and equi:Jr 

ment------------
Industrial machinery e.nd 

equipment--------------
Office machines-------~
Electronic c6mputers and 

equipment------------
other---------------11.----

Electrical machinery---------: 
Household appliances------: 
Equipment and apparatus-----: 

.Components• radio, TV------: 
other-----------·-----------: ·, 

Transportation equipment-----.:.·: 
Textiles and apparel--------: 
Lumber, wood, and furniture---: 
Printing and publishing------
Stone, cla.Y, and glass------
Instruments--------------
Other manufacturing---------

27 
10 I 

16 

16 

22 
37 

5 
12 
13 

9 

409 

61 

27 

135 

12 

134 
43 

86 

27 

60 

60 
240 
69 
35 
Bo 

27 

493 

82 

34 

216 

16 

161 
53 

102 

35 

76 

82 
277 
74 
47 
93 

36 

1,100 

190 

80 

483 

37 

372 
124 

224 

78 

167 

179 
578 
152 
104 
196 

81 

471 ,546 

102,562 

60 ,337 

411,325 

31,265 

260,6o6 
122,624 

142,651 

50,553 

97 ,968 

134,151 
315 ,638 
52,999 
65 '764 

117 ,563 

53 ,694 

: : : : 
4,102,946 

614 I 550 

379 ,668 

2,507 ,274 

177 ,864 

1,343,914 
858, 790 

585,268 

210,958 

574 ,032 

Boo ,838 
1,475, 755 

218,974 
296,522 
475,629 

448,378 

.43 

,54 

I 75 

.85 

.84 

I 75 
.98 

.64 

.65 

,59 

• 75 
,55 
,35 
.63 
'60 

'67 

.27 

,30 

,43 

'35 

,54 

.49 

.58 

.43 

.41 

.: 

.3S.! 

,38 
.38 
.25 
'45 
.35 

,35 

Source: Estimated from VIII-Cet!BO Ind\iStrial 1966 using sampleB- from Ann-uario Eatatistico de loB- Estados-Uni_tloe_ Me-xi.cans 

Note. --May not add due to rounding. 

8,322 

7 ,495 

11,167 

11,608 

11,117 

8,347 
16,204 

5,738 

6,027 

. 7 ,553 

';" 

9, 766 
5,328 
2,959 
6,309 
5,114 

12 ,454 

10,032 

10,075 

14,062 

18 ,572 

14,822 

10,029 
19,972 

6,805 

7,813 

9,567 

13,347 
6,149 
3,174 
8,472 
5,945 

16,606 

3.73 

3, 23 

4, 73 

5.20 : 

4.79 

3.61 
6.90 

2.62 

2.70 : 

3.44 

4 .48 
2. 55 
1.44 
2.85 
2.4'2 

5. 57 

and Revieta de Eett..dietica 19'{0. 

4.50 

4, 35 

5.98 

8.31 

6.41 

4.34 
8.54 

3.10 

3. 51 

4. 35 

6.11 
2.95 
l. 55 
3,83 
2.82 

7 .38 

.115 

.167 

.159 

.164 

.176 

.194 

.143 

,244 

.240 

.171 

'168 
'214 
'242 
.222 
. 247 

.::.:o 

.05e 

'068 

.07~ 

.042 

.084 

.10(. 

.068 

.131 

. l!C 

.082 

.o62 

.129 

.163 
'117 
.12( 

,OL7 
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Table A-16.--Mexico: Extimated basic employment, labor cost, and productivity !'or manufacturing industries, 1970 

Total Unit labor ctls 1 • 

Employment hours Total Hourly compenaation Sales per man Salee per man hour ( vas• 1sts rl"r 
Description : worked wage Sales dollar salea) 

Salaried : Product7'"1Jn Total All bill All Production All Production All Production All Production 
emplo;rees employees vqrkers mplayres . workers employees workers employees : vorkerr 

1,000 
: ~: ~ : Thousands 

1,000 
Millions ~ ~ 

All menufacturins-------' 319 1,469 1,848 4,Q38 3.145.559 ' 18,996,650 : $0,78 $0.47 '- $10,280 $12,932 $4.70 ; $5.92 ; <0,166 $0.019 

Food-------------------
Grain a!ll products-----
Bevereoes------------
CC1J:1binetiona----------
Other--__.~------

Fnper &al ol.l.ied products-: 

Chcmical.s---------
Drug•------------
Soa'DS and cosmetics----
Ind~trial. chemicals--
Plastics m.tcrials----
Combinationo--------
Other------------

Rubber-----------------: 

Pric?..-y end rabricated 
meta.la-------

Pri=ry--------" 
Fabricated (excluding 

aluminum. copper, 
and brD.ss )_;__ _____ _ 

Pr:t.z:iary and fabricated 
alu:ninum------

otber----------

Machinery, excluding; electri-: 
cal------· 

Fann machinery and 
equipcent------; 

Industrial. machinery ond : 
equipment-------: 

Office machines---------< 
Electronic computers and ; 

eqi:ipmcnt-----: 
other--------;.:--: 

Electrical. machinery----: 
Household' appliances---' 
Equipo:ieot and apparatus--: 
Co:aponenta, Radio, TV.--: 
Other--------------: 

Transportation equipment--: 
Terli1es and apparel----' 
Lumber, vood, and turn1:. 

t.urc----------: 
Printing and publisiling----: 
Stone, clay and glass-------: 
Instru::ientS----------: 
Other manuf'n.c:tUr1ns----' 

9'; : 

26 ; 

82 

38 
14 

23 

11 

24 

28 
43 

'6 
14 
16 

ll 

434 ' 

57 ' 

29 

144 

13 

162 
51 

105 

39 

86 

82 
255 

72 
39 
91 

23 

529 ' 

83 ' 

37 

226 

16 

200 
65 

128 

50 

110 

110 
298 

78 
53 

107 

34 

1,182 

193 

87 

505 

37 

469 
155 

281 

111 

242 

239 
622 

124 
118 
226 

76 ' 

706,340 

170,373 

115,703 

581,251 

47 ,526 

388,120 
182, 726 

210,918 

83,973 

153, 756 

230,396 
431,908 

72,458 
82 ,052 

179,065 

73,008 

5,172,784 

899,944 

525,4~8 

3,887,762 

267 ,074 

1,981,183 
1,261,234 

917 ,464 

329,850 

919 ,330 

1,260,930-' 
1,969,420 

316,444 
396,451 
724. 762 

645,202 

.60 

.88 

1.33 

1.15 

1.28 

.83 
i.18 

,75 

,75 

.63 

.96 

.69 

.59 
,70 
,79 

,96 

,39 '1 

.5~ ~ 

• 7: :1 
.so 

10,913 

- ' l0,843 ' 

14 ,202 

17,202 

- ' 
.86 ;1 16,692 

.60 ;I 9,906 
• 79 : ·~9.403 

:•· 

.51 ' 

. 52' 

,42: 

.49 

.51 

,36 
. 52 
.48 

.51 ' 

7,168 

6,597 ' 

. 8,358 ; 

11,463. 
: 6,609 

. 4,057 
7 ,480 
6,773 

18,976 ' 

13,301 

15, 788 

18,119 

26,998 

20,544 

12,230 
24, 730 

8,738 

8,458 

J:\l,~90 

15,317 
7,723 

4,395 
l0,165 
7 ,964 

28,052 

Source: Estimated from VIII Censo Industrial 1966 usir..g snmples from Annuario Estatiatico de los Estad~s Unid0s 1966-6°7 end Rev5:_sta de Estadist1ca 2 1970. 

Note .-V.ey not add "&te to rounding, 

4.88 

4 .66 

6.04 

7,70 

7.22 

4.22 
8.14 

3.26 

2,97 

3.80 

5,28 
3,17 

2.55 
3,36 
3.21 

8.49 

5,95 

6.19 

7,71 

12.08 

8.88 

5.22 
10.37 

3.98 

3.81 

4.86 

1.oe 
3,70 

2-76 
4 ,57 
3, 77 

12.55 

1; 

.122 

.189 

.220 

.150 

.178 

.196 

.145 

.230 

.255 

.167 

.183 

.219 

.229 

.207 

.247 

.113 

.063 

.0?2 

.09L 

.041 

.096 

.104 

.071 

.127 

.136 

.088 

.010 

.137 

.168 

.l J 5 

.130 

.'.il'J 
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Table A-17 .--Estimated employment in manufacturing industries by majority-owned affiliates of U.S. firms, 1966 

(Thousands of persons) 
West ; ; United 

Industry 
United 

States lf Canada Germany : France : Kingdom 
Belgium

Luxembourg Mexico Brazil 

All manufacturing-------: 5,886 : 554 : 164 : 74 : 566 : 74 106 

Food products----------------: 
Paper and allied products----: 
Chemicals--------------------: 
Rubber-----------------------:· 
Primary and fabricated 

metals------------------: 
Non-electrical machinery-----: 
Electrical machinery---------: 
Transportation equipment-----: 
Textiles and apparel---------: 
Lumber, wood, and furniture--: 
Printing and publishing------: 
Stone, clay, and glass-------: 
Instruments------------------: 
Other manufacturing----------: 

188 
660 
100 

713 
619 
991 

1,667 
llO 

65 
50 

163 
185 
139 

-·- - - -.---- - --.--- -- - -·------...----- ---- ---------------------. . . . . . . 
48 
48 
57 
23 

64 
58 
78 

101 
13 
13 

4 
16 
15 
16 

9 
4 

17 
·4 

13 
41 
45 
80 

9 
5 
6 

11 
14 

5 

4 
2 
8 
2 

4 
18 
22 
34 

2 
1 
1 
1 

13 
2 

38 
4 

67 
10 

59 
108 

84 
116 

7 
5 
7 
6 

40 
15 

4 
2 
8 
2 

4 
18 
12 
15 

1 
2 
2 
2 
2 
0 

18 
3 

24 
4 

12 
8 

12 
ll 

4· 
2 
0 
4 
2 
2 . . . .. . . . . 

!/ TI:ese data do not include all MNC 1 s but onTy-a sample of 298 enterprises reporting as parent f'irms. 

Source; U.S. Department of Commerce, Bureau of Economic Analysis, International Investment Division. Some 
figu~es, suppressed for reasons of confidentiality by the source agency, are Tariff Commission estimates. 

128 

15 
3 

27 
8 

11 
13 
20 
14 

1 
1 
1 
8 
5 
1 
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Table A-18.--Estimated employment in manufacturing industries by Iilajority-owned affiliates of U.S. firms, 1970 

~thousands of Eersons} 

Industry 
United • : West : : United : Belgium- · . ·· 

: States y: Canada : Germany : France : Kingdom : Luxembourg: Mexico : Brazil . . . . . . . . . . . 
: : : : : : 

All manilfacturing------: 6 1338 : ~21 : 422 : 126 : 715 : ____ l~l : _J._84 : 176 
: : : : 

Food products---------------: 262 : 56 : 19 : 14 : 43 : 6 : 19 : 7 
: : : 

Paper and allied products---: 237 : 44 : 5 : 8 : 6 : 5 : 5 : 4 
: : : : : : : : 

Chemicals-------------------: 721 : 51 : 25 : 23 : 69 : 13 : 25 : 34 
: : : 

Rubber----------------------: 100 : 21 : 5 : 4 : 35 : 5 : 4 : 8 
: : : 

Primary and fabricated 
metals--------------------: 727 : 52 : 51 : 13 : 47 : 12 : 36 : 8 

: : : : : 
Nonelectrical machinery-----: 748 : 65 : 68 : 42 : 155 : 26 : 13 : 21 

: : : : : : : 
Electrical machinery--------: 1,112 : 69 : 58 : 30 : 86 : 35 : 21 : 36 

: : : . 
Transportation equipment----: 1,553 : 93 : 125 : 35 : 145 : 5 : 13 : 43 

: : : : : 
Textiles and apparel--------: 160 : 21 : 12 : 1 : 5 : 14 : 5 : 5 

: : . : : : : : . 
Lumber, wood, and furni,.. 

ture----------------------: 78 : 20 : 5 : 5 : 5 : 0 : 1 : 1 
: : : : : : : : 

Printing and publishing-----: 50 : 6 : 5 : 5 : 12 : 5 : 0 : 5 
: 

Stone, cla¥, and g1ass------: 182 : 14 : 13 : 5 : 11 : 5 : 10 : 8 

Instruments~--~------------: 245 : 18 : ·ae : 9 : 42 : 2 : 6 ! 5 
: : : : : 

Other manufacturing---------: 163 : 19 : 10 : 2 . 54 : 5 : 26 : 5 

- r.J These data do not.include all MNCs; but only a sample of 295"-enterprises reporting as parent firms. 

Source: U.S. Department of Connnerce, Bureau of Economic Analysis, International Investment Division. 
Some figures, suppressed for reasons of confidentiality by the source agency, are Tariff Cormnission estimates. 
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Tali le A-19. --All manufacturing: Compa-F-i-so:n of all firm and MNC 

employment data for selected countries, 1966 and 1970 

_ ·-----·--- (\la~ues in ~]1cusand::: _.:if E:.·~~~1:-;~-. . . . 

Country t>nd Year 

United Sta.tes: 
1966---------------------------: 
1970---------------------------: 

Canada.: 
1966----------------~----------: 
1970---------------------~-----: 

United Kingdom: 
. .. 

Value 
for 
all 

firms 

18,005 
18,101 

1,597 
1,599 

: 

1966---------------------------: 
1970------------~--------------: 

9, 182. : 

Belgium-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966-------------------~-------: 
1970------------------:--------: 

Brazil: 

1966-~-------------------------: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

- l/ these data ·do not include all ~INC 
enterp1·ises reporting as parent firms. 

Source: Tables A-1 through A-18 

9,010 

1,098 
1,122 

5,109 
5,394 

7 ,897 
8,257 

~;900 
2,082 

1,640 
1,848 

; 

s 
' 

but 

for 
MNCs 

1/ s·;8J~6 
1!/ 6,338 

554 
551 

56~ 
715 

14 
141 

74 . 
196' 

164 
429 

128 
176 

106 
184 

: ~Cs as 
. percent 
· _of 

firms 

33 
35 

35 
34 

6 
. 8 

7 
13 

1 
4 

2 
5 

7 

8 
: 

6 
10 

onT~;- the the samp Te of 
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Ta~le:A-20.--Food products: Comparis~f all-finn ~d MNC 

employment data for selected countries, 1966 and 1970 

(Values 1 n thousands of. persons) ----· ---· -------·-- '----. . . . 
.. 

Country and Year 

'• 

United States: 
19~6---------------------------: 
1970---------------------------: 

Canada: 
1966----------------~----------: 
1970---------------------------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgium-Luxemoourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966--------------------------~: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazil: 
1966---------------------------: 
1970----------------------~----: 

Mexico: 
1966-------------------~-------: 
1970--------~------------------: 

Va.lue 
for 
all 

finns 

1,642 
1,639 

227 
224 

: 
821.: 
863 

107 
100 

320 
458 

484 
483 

2s;a 
292 

493 
629 

Value 
for 

--_.-MNCs 

1/ 236 
1/ 262 

48 
56 

38 
43 

4 
6 

4 
14 

9 
19 

15 
7 

18 
19 

. . 

1/ These data do not include all !''.NC 
enterprises reporting as parent firms. 

s, but only the the 

Seu:rce: TaM:es- :A-1 through A-18. 

MNCs as 
percent 
of all 
firms 

14 
16 

21 
25 

5 
5 

4 
6 

1 
3 

2 
4 

5 
2 

4 
4 

sample of 
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Table A-21.--Paper and allied predicts~ Comparison of all-firm and 
MNC employment data for selected countries, 1966 and 1970 

(Values in thousands of persons) 
------·----------

Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966---------------------------: 
1970---------------~-----------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgitnn-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

Fi·ance: 
1966---------------------------: 
1970-----------------~---------: 

w'.)S t Germany: 
1966---------------------------: 
1970---------------------------: 

Brazi 1: 
1966---------------------------: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Value 
for 
aJ.l 

finns 

634 
657 

117 
121 

. . 
241 . .. 
237 

27 
28 

130 
133 

206 
213 

48 
56 

34 
37 : 

Value 
for 

MNCs 

1/ 188 

II 237 

48 
44 

4 
6 

2. 
5 

2 
8 

4 
5 

3 
4 

3 
5 

: MNCs as 
percent 
of all 
firms 

30 
36 

41 
36 

2 
3 

7 
18 

2 
6 

2 
2 

6 
7 

9 
14 

1/ These data do not include all t.~C s, but only the the sample of 
enterprises reporting as parent firms. 

Source: Tables A-1 through A-18. 
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Table A-22·.;.--Chemicals and allied products: Comparison of all-firm 

and MNC employment data for selected countries, 1966 and 1970 

(\~-~Jue:..J_ n tl~~~~~-~s of pe:·s~ns_l . . . . 

Country and Y~ar 

United States: : 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966---------------------------: 
1970---------------------------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgium-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazil: 
1966---------------------------: 
1970----------------------~----: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Value 
for 
all 

firms 

822 
878 

69 
73 

477.: 
483 

63 
62 

299 
344 

538 
600 

174 .. . 
191 

216 : 
226 : 

Value 
for 

MNCs 

1/ 660 
y 721 

57 
51 

67 
69 

8 
13 

8 
23 

17 
25 

27 
34 

24 
25 

: MNCs as 
percent 
of all 
firms 

1/ These data do not include all MNC 
enterprises reporting as parent firms. 

s, but only the the sample 

Source: Tables A-1 through A-18. 

80 
82 

83 
70 

14 
14 

13 
21 

3 
7 

3 
4 

16 
18 

11 
11 

of 
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Table A-23.--Rubber: Comparison of all-firm and MNC employment 

data for selectea countries, 1966 and 1970 

(Values in thousands of persons) -------------------- ----------------------------

Country and Year 

United States·: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966------------------~--------: 
1970---------------------------: 

Uni tcd Kingdom: . 
1966---------------------------: 
1970----------~----------------: 

Be J.g i um- Luxembourg : 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazil: 
1966-------------------~-----~-: 
1970---------------------------: 

•. 
Mexico: 

1966---------------------------: 
1970---------------------------: 

Value 
for 
all 

firms 

942 
548 

28 
24 

. . . . 
Value 
for 

MNCs 

y 100 
l/ 100 

23 
21 

: MNCs as 
percent 
of a]l 
firms 

11 
18 

82 
88 

137.: 10 7 
133 35 -26 

.. 
8 2 ~--is 

9 s ·: 56 

83 2 :.: 2 
95 4 .4 

109 4 4 
140 s 4 

. 
25 8 32 
29 8 28 . 
16 4 25 
16 4 25 

-17 %ese data do -not include all MNC s, 
enterprises reporting as parent firms.in 

but only 
1970. 

the the sample of 

Source: Tables A-1 through A-18. 
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·#~ 

Table A-24.--Primary and fabricated metals: Comparison of all-firm 
·· and MNC- employment "'"thrt~ for selected countries, 1966 and 1970 

(Values in thousands of nersons) 
~~~~~~-~~~- -~~~~~~~-

Countr.y and Year 

.. . 
United States: : 

1966---------------------------: 
1970---------------------------: 

Canada: : 
1966---------------------------: 
1970--------------~------------: 

United Kingdom: 
. . . 

1966---------------------------: 
1970-------------------------.~-: 

Belgium-Luxembourg: : 
1966---------------------------: 
1970---------------------------: 

France: : 
1966-------~-----------------~-: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazil: : 
1966--- ------- ----- _. ___ -- -- - -- - : 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Value 
for 
all 

finns 

.2;t493 
2,531 

224 
222 

628.: 
604 

187 
202 

: 
677 : 
659 : 

1,434 : 
1,428 : 

. . 
210.: 
250 : 

161 • 
200 : . 

Value 
for 

MN Cs 

: MNCs as 
.. percent 

.. 

of all. 
firms 

II 713 
1/ 727 

64 
52 

59 
47 

4 
12 

4 
13 

13 
57 

11 : 
8 . 
. . . . • 

12 . 
36 : . 

29 
29 

29 
23 

9 
8 

2 
6 

1 
2 

1 
4 

5 
3 

7 
18 

1/ These data do not include all MNC 
enterprises reporting as parent firms . 

s, but only the the sample of 

. Source: Tables A-1 throujh A-18. 
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Table A-25. --Non-electrical machinery: Co111parison of all-firm 

and MNC employment data for selected cotmtries, 1966 and 1970 

___ (_v_a_lues in tho•Jsnn_ds of p_:_!sons) 

Country and Year 

Uni tcd States: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966----------------~----------: 
1970---------------------~-----: 

United Kingdom: 

. . .. 

1966---------------------------: 
1970---------------------------: 

Belgiun-Luxembourg: 
i966---------------------------: 
1970---------------------------: 

France: 
1966~-~------------------------: 
1970---------------------------: 

West Germany: 
1966---~-----------------------: 
1970---------------------------: 

Brazil: 
1966---------------------------: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Va.lue 
for 
all 

finns 

1,804 
1,890 

75 
81 

: 
1,348.: 
1,275 

84 
92 

670 
714 

1,097 
1,200 

89 
107 

35 
so 

Value 
for 

MN Cs 

1/ 619 
1/ 748 

58 
65 

108 
155 

18 
26 

18 
42 

41 
68 

13 
21 

8 
13 

MNCs as 
percent 
of all 
firms· 

34 
40 

77 
. 80 

8 
12 

21 
28 

3 
6 

4 
6 

15 
19 

23 
26 

--rr These data do not in.elude ali MNC s, but only the the sampie of 
enterprises reporting as parent firms. 

Source~ Tables A-1 through A-18. 
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Table A-'b· --Electrical .machinery: Somparhton of all-firm and MNC 

employmen't-in-selected co\Ultries, 1966 and 1970 

[.Values in thousands of. per.sons) -----------.....----· .. ' ----------
Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966---------------------------: 
1970---------------------------: 

United Kingdom: 
1966-~-------------------------: 
1970---------------------------: 

Be lg i um- Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: . 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970------------~--------------: 

Brazil: 
1966---------------------------: 
1970---------------------------: 

Mexico: 
1966-------------------~-------: 

1970--------------~------------: 

Va.lue 
for 
all 

fims 

1811 
1840 

115 
116 

: 
868.: 
863 

92 
108 

.365 
390 

965 
1095 

95 
107 

.. 

. 
76 : 

110 : . 

Value 
for 

MNCs 

1/ 991 
17 1112 

78 
69 

84 
86 

12 
35 

22 
30 

45 
58 . 

20 
36 

12 
21 

MNCs as 
percent 
of all 
firms 

55 
60 

68 
59 

10 
10 

13 
32 

6 
8 

5 
5 

21 
34 

16 
19 

l/ These data do not include all MNC s, but only the the sample of· 
enterprises reporting as parent fir'I".iS in 1970. 

· Source: Tables A-1 through A-18. 



Table A-27. --Transportation equi"pment: ·€emp.~rison of all-firm and 
MNC employment in selected cotmtrie5, 1966 and 1970 

-·------
(Values in thousands of pers.~m~l_ __________ _ 

Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966---------------------------: 
1970---------------------------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgiwn-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazil: 
1966---------------------------: 
1970---------------------------: 

Mexico:· 
1966---------------------------: 
1970---------------------------: 

Value 
for 
all 

fims 

1,892 
1,686 

147 
143 

. . 
: 
: 

: 
1,077.: 
1,063 : 

79 
89 

: 
513 : 
566 : 

630 
725 

134 : 
155 : 

82 : 
110 : 

Value 
for 
MNCs 

: 
1/ 1,667 ·: 
T/ 1,553 

101 
93 

116 
145 

15 
5 

34 
35 

80 
125 

14 
43 

11 
13 

MNCs as 
percent 
of all 
firms . 

88 
92 

69 
65 

11 
14 

19 
6 

7 
6 

13 
17 

10 
28 

13 
12 

1/ These data do not include all MNC · s, but only the the sample of 
enterprises reporting as parent firms. 

Source: Tables A-1 through A-18. 
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'fable A-28. --Textile:; and apparel: Comparison of all-firm and MNC 

employment in selected countries, 1966 and 1970 

______ __,,___ ... _J~alue:_ in thousan~s of .persons) 

Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canad.a: 
1966---------------------------: 
1970---------------------------: ... 

United Kingdom: 
1966---------------------------: 
1970-----------------~---------: 

Belgium-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966-------------------~-------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Bra.zil: 
1966---------------------------: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Va.lue 
for 
all 

finns 

2,287 
2,252 

201 
192 

.. 

1, 266.: 
1,138 

235 
206 

889 
834 

944 . . 
880 

404 
422 

277 
298 : 

Value 
for· 

MNCs 

1/ 110 
1/ 160 

13 
21 

7 
5 

1 
14 

2 
1 

9 
12 

1 
5 

4 
5 

. 

1/ These data do not include all MNC 's, 
enterprises reporting as parent firms. 

but only the the 

Source.: Tables A-1 through A-18. 

MNCs as 
percent 
of all 
firms 

5 
7 

6 
11 

1 
negl. 

neg!. 
7 

negl. 
neg!. 

1 
1 

neg!. 
1 

1 
2 

sample of 
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Table A-29. --Lwnber, wood, and furni-tiur+r- Compal'isGR of all-firm and 

MNC employmen-t--iR selected countries, 1966 and 1970 

·---('_fa lues in ~hou~:~:::~s of. perse1_1s_· ) ________ _ 

Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966---------------------------: 
1970---------------------------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgium-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970------------------~--------: 

Brazil: 
1966---------------------------: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970------------·---------------: 

Value 
for 
all 

firms 

1000 
980 

134 
132 

322.: 
307 

49 
51 

291 
285 

295 
293 

132 
152 

74 
78 

MNCs a.s. 
Value percent 
for of all 
MNCs firms 

1/ 65 7 
1/ 78 8 

13 10 
20 15 

5 2 
5 2 

2 4 
0 0 

1 negl. 
5 2 

5 2 
5 2 

1 1 
1 1 . 
2 3 
1 1 

1/ These· data. do not include all ~·!NC s, but only the the sample of 
enterprises reporting as parent firms in 1970. 

Source: T;:i.bles A-1 through A-18. 
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Table A-30.--Printing and publishing: Cdmp&rison of all-firm and MNC 

employment in selected countries;· 1966 and 1970 

·------·(Values in_ thoi:~ands ___9-f rcrson~----·- .. ----------. . . . . . 

Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canada: · · 
1966---------------------------: 
1970---------------------------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgium-Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Gennany: 
1966---------------------------: 
1970---------------------------: 

Brazil: 
1966----------------------~----: 
1970-- -- - -· - - ------- - -- -- -- - - - -- : 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Value 
for 
all 

firms 

1,018 
1,081 

82 
86 

413 . .. 
426 

37 
41 

231 
292 

216 : 
224 : 

67 : 
81 : 

47 
53 : 

Value 
for 

MNCs-

1/ so 
y so 

4 
6 

7 
12 

2 
s 

1 
s 

6 
s 

1 
s 

. 
0: 
0 : 

MNCs as 
percent 
of all 

f i:cm.s 

s 
5 

s 
7 

2 
3 

s 
12 

negl. 
2 

3 
2 

2 
7 

0 
0 

lf These data do not include all MNC s, but only the the sample of 
enterprises reporting as parent firms. 

Source: Table~ A-1 through A-18. 
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Table A-31.--Stone, clay, and glass: Compa~ison of all-firm and MNC 

employment-in-selected countries, 1966 and 1970 

Country and Year 

United States: 
1966---------------------------: 
1970---------------------------: 

Canada: 
1966----------------~----------: 
1970-------------------------~-: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgium-Luxembourg: 
1966---------------------------: 
1970---------------------------: .. 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazil: 
1966---------------------------: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: . 

Value 
for 
all 

finns 

616 
595 

53 
51 

369.: 
349 

66 
69 

228 
220 

: 

434 
406 

138 
157 

93 
107 

Value 
for 

MNCs 

1/ 163 
1/ 182 

16 
14 

6 
11 

2 
5 

1 
5 

11 
13 

8 
8 

4 
10 

. 

. MNCs as 
percent 
of all 
firms 

26 
31 

30 
27 

2 
3 

3 
7 

negl. 
2 

3 
3 

6 
5 

4 
9 

1/ These data-do not include afi-MNC:·s, but only the- the sample of 
enterprises reporting as parent firms. 

Source: Tables A-1 through A-18 .. 
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Table A-32.--Instrumetits: Comparison of all-firm and MNC 

employment in selected countries, 1966 and 1970 

Country and· Year 

Uni tea States: 
1966--------------~~---------~-: 
1970-------------~-------------: 

Canada: 
1966--~-------------~--------~-: 
1970---------------------------: . .. 

United Kingdom: 
1966---------------------------: 
1970--------------~------------: 

Be lg.i um-Luxembourg: 
1966---------------------·-----: 
1970----~---------------------~: .. 

France: 
1966:...-- - - _:.. _ - -- ----·----·------·-·: 
1970~-----:..-------------~----~-: 

West Germany: 
1966-- - ----- -----·:..·-·---·- -- ---- _.._: 
1970--------------------------~: 

Brazi 1: ·· 
1966-- ----- - -- -------- ___ .... _.:._ --- : 
1970---------------------------: 

Mexico: 
1966--------------~------------: 
1970-------------------:..:..---~--·= 

Value 
for 

. ~lll 
firms 

36·2 
404 

19 
20 

151 . : 
157 

3 
3 

121 
124 .. . 

1'54 . . 
169 . .. 

: 
na 
na 

na 
na 

Value 
for 

.-.MNCs 

1/ 185 
1/ 245 

15 
18 

40 
42 

2 
2 

13 
; 9 

14 
22 

5 
5 

2 
6 

. . 

. . . 

: 

. . 

MNCs as 
percent 
of all 
firms 

51 
61 

79 
90 

26 
27 

67 
67 

11. 
7 

9 
13 

1/ These datH do not include all ·~c s, but only th~ the sample of 
enterprises reporting as parent firms. 

Source: Tables ·A-1 through A-18. 
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Table A-3J.-Miscellaneous manufacturing:~mparison of all-firm and MNC 

employment in selected countriesi.1966 and 1970 

(Values in thousands of persons) 
·----·-····----- ------------

Country and Year 

United States: 
1966---------------------------: 
1970----------------------------: 

Canada: 
1966---------------------------: 
1970---------------------------: 

United Kingdom: 
1966---------------------------: 
1970---------------------------: 

Belgium-· Luxembourg: 
1966---------------------------: 
1970---------------------------: 

France: 
1966---------------------------: 
1970---------------------------: 

West Germany: 
1966---------------------------: 
1970---------------------------: 

Brazi 1: 
1966- ---- -- - -- -··· --- ---- ----- -- -: 
1970---------------------------: 

Mexico: 
1966---------------------------: 
1970---------------------------: 

Value 
for 
all 

fi11us 

1,132 
1,121 

91 
100 

1,064.: 
1,112 

61 
62 

287 
280 

391 
401 

102 
83 

36 
34 

Value 
for 
MNCs 

1/ 
1/ 

139 
163 

16 
19 

15 
54 

0 
5 

2 
2 

5 
10 

1 
5 

2 
26 

MNCs as 
perc,!nt 
of aJ1 

firr.1s . 

12 
15 

18 
19 

1 
5 

0 
8 

1 
1 

1 
2 

1 
6 

6 
76 

1/ These data cl:) not include all MN'(, s, 
enterprises reporting as parent firms. 

but only the the sample-·of 

Source: Table A-1 through A-18. 
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Table A-34.--Estimated average hol.µ'ly compensation of aJ.l employees, for seJ..ected industries 
and·countries, 1966 

(In U.S. dollars) . -

IndUJ:>try United : : West : : United : Belgium- - . 
. St t . Canada . Germany . France . . . L .· b . Mexico . a es · · · · Kingdom · u.xem ourg · · · 

: 
: 

All manufacturing-------------: $ 3.50 : $ 2.42 : $ 1. 80 : $ 1.68 : $ 1. 70 : $ 1.68 : $ 0.59 : 
Food--------------------------: 3.16 : 2.06 : 1.49 : 1.44 : 1. 79 : 1.67 : .43 : 
Paper-------------------------: 3.44 : 2.78 : 1.62 : 1.57 : 1.80 : 1.59 : ,75 : 
Chemicals---------------------: 4.03 : 2.76 : 2.21 : 2.14 : 1.91 : 2.12 : .85 : 
Rubber------------------------: 3.41 : 2.50 : 1.96 : 1.84 : 1. 55 : 1. 70 : .84 : 
Metals------------------------: 3.87 : 2.72 : 2.00 : 1.69 : 1.60 : 1. 70 : .75 : 
Non-electrical machinery------: 3.86 : 2.67 : 1.88 : 1.80 : 1.65 : 1.73 : .65 : 
Electrical machinery----------: 3.64 : 2.50 : 1.99 : 1.86 : 1.65 : 1.85 : .59 : 
Transportati0n. equipment------: 4.35 : 2.94 : 2.17 : 1.82 : 1.68 : 1.86 : ,75 : 
Textiles and apparel----------: 2.35 : 2.43 : 1.42 : 1.32 : 1. 72 : l.18 : . 55 : 
Lumber, wood, and furniture---: 2.67 : 2.04 : 1.49 : 1.33 : 1.67 : 1.41 : ,35 : 
Printing and publishing-------: 3.68 : 2.67 : 1.92 : 2.19 : 1.80 : 1.70 : • 63 = 
Stone, clay, and glass--------: 3,37 : 2.43 : 2.20 : 1.60 : 1.58 : 1.61 : • 60 : 
Instruments-------------------: 3,87 : 2.43 : 1.94 : 1.80 : 1.65 : 1.80 : NA : 
Other-------------------------: 3.28 : 2.10 : 1. 66 : 1. 72 : 1. 67 : 1.26 : • 67 : 

: : : : : : 
·Source: Tables A-1 through A-16. 

Brazil 

$ 0.57 . 
.52 
,53 
.79 
.67 
.65 
.70 
.71· 
.91 
. 41 
.40 
.63 
. 43 

NA 
. 62 
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Table A~35.--Estimated average hourly compensation of aJ.l employees, for selected industries 
and countries,-~97Q 

Industry United 
States Canada 

(In U.S. dollars) 

West 
Germany France 

All manufacturing-------------: $ 4.37 : $ 3.64 : $ 2.78 : $ 2.49 : 
Food--------------------------: 4.oo : 3.20 : 2.26 : 2.00 : 
Paper-------------------------: 4.36 : 4.03 : 2.50 : 2.25 : 
Chemicals---------------------: 5.00 : 3.99 : 3.52 : 3.00 : 
Rubber------------------------: 4.17 : 3.96 : 2.68 : 2.58 : 
Metal·s------------------------ : 4.75 : 4. 07 : 3.04 : 2.33 : 
Non-electrical.machinery------: 4.87 : '4.23 : 2.90 : 3.24 : 
Electrical machinery----------: 4. 57 : 3. 69 : 3.08 : 3.84 : 
Transportation~quipment------: 5.42 : 4.35 : 3.43 : 2.54 : 
Textiles and apparel----------: 2.91 : 2.43 : 2.18 : 1.87 : 
Lumber, wood, and furniture---: 3.42 : 3.00 : 2.26' : 1.86 : 
Printing and publishing-------: 4.56 : 3.99 : 3.00 : 3.08 : 
Stone, clay, and glass--------: 4.26 : 3. 71 : 3.31 : 2. 28 : 
Instruments-------------------: 4.80 : 3.63 : 2.89 : 3.24 : 
Other-------------------------: 4.17 : 3.15 : 2.49 : 2.38 : 

: : : : 
Source: Tables A-1 through A-16. 

United 
Kingdom 

$ 1.95 : 
2.03 : 
2.01 : 
2.18 : 
1.92 : 
1.79 : 
1.87 : 
1.94 : 
2.11 : 
1.88 : 
1.80 : 
2.01 : 
1. 76 : 
2.00 : 
1.85 : 

: 

Beligum-; 
Luxem- . Mexico 
bourg 

$ 2.34 : $ 0.78 : 
2.37 : .60 : 
2.21 : 1.33 : 
2.90 : 1.15 : 
2.36 : 1.28 : 
2.38 : .83 : 
2.47 : • 75 : 
2.59 : .63 : 
2.64 : .96 : 
1.62 : .69 : 
1.97 : • 59 : 
2.47 : • 70 : 
2.22 : • 79 : 
2.50 : NA : 
1.68 : .96 : 

: . 

Brazil 

$ o.68 
.56 
.67 

1.00 
.12 
.79 
.91 
.88 

1.13 
.47 
.44 
.88 
.53 
NA 

.58 
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Table A-36.--Indexes of estimated average hourly compensation of all employees 
in selected industries and countries, 1966 

(United St.ates c 100) 

Industry : United : Canada : West : France : United : Belgium- : Mexico • 
States : : Germany : : Kingdom : Luxembourg : 

: : 
: : 

All manufacturing-------------: 100 : 69 : 51 : 48 : 49 : 48 : 17 : 
Food--------------------------: 100 : 65 : 47 : 46 : 57 : 53 : 14 : 
Paper-------------------------: 100 : 81 : 47 : 46 : 52 : 46 : 22 : 
Chemicals---------------------: 100 : 68 : 55 : 53 : 47 : 53 : 21 : 
Rubber------------------------: 100 : 73 : 57 : 54 : 45 : 50 : 25 : 
Metals-----·-------------------: 100 : 70 : . 52 : 44 : 41 : 44 : 19 : 
Non-electrical machinery------: 100 : 69 : 49 : 47 : 43 : 45 : 17 : 
Electrical machinery----------: 100 : 69 : 55 : 51 : 45 : 51 : 16 : 
Transportation equipment------: 100 : 68 : 50 : 42 : 39 : 43 : 17 : 
Textiles and apparel----------: 100 : 103 : 60 : 56 : 73 : 50 : 23 : 
Lumber, wood, and furniture---: 100 : 76 : 56 : 50 : 63 : 53 : 13 : 
Printing and publishing-------: 100 : 73 : 52 : 60 : 49 : 46 : 17 : 
Stone, clay, and glass--------: 100 : 72 : 65 : 47 : 47 : 48 : 18 : 
Instruments-------------------: 100 : 63 : 50 : 47 : 43 : 47 : NA : 
Other-------------------------: 100 : 64 : 51 : 52 : 51 : 38 : 20 : 

: 
----- ---·- - -·-··-- ----- -----

S9urce: Tables A-1 through A-16. 

Brazil 

16 
lE 
15 
2C 
20 
17 
18 
20 
21 
17 
15 
17 
13 
NA 
19 
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Table A-37.--Indexes of estimated average hourly compensation of all employees 
in selected industries and countries, 1970 

(United States = 100) 
: : : 

Industcy ; United : Canada : West : France : United : Belgium- : Mexico : 
States : : Germany: : Kingdom :Luxembourg : 

: : : : : : 
: : : 

64 ; 
: 

45 ; All manufacturing-------------: 100 : 83 : 57 : 54 : 18 : 
Food--------------------------: ' 100 : 80 : 57 : 50 : 51 : 59 : 15 : 
Paper-------------------------: 100 : 92 : 57 : 52 46 . 51 : 31 : 
Chemicals---------------------: 100 : 80 : 70 : 60 ; 44 : 58 : 23 : 
Rubber------------------------: 100 : 95· : 64 . 62 . 46 ; 57 : 31 : 

64 ; 
. 

Metals------------------------: 100 : 86 : 49 : 38 : 50 : 17 : 
Non-electrical machinery------: 100 : 87 : 60 : 67 : 38 : 51 : 15 . 
ElectricaJ. machinery----------: 100 : 81 : 67 : 84 : 42 : 57 . 14 : 
Transportation equipment------: 100 : 80 : 63 : 47 : 39 : 49 : 18 : 
Textiles and apparel----------: 100 : 84 : 75 : 64 : 65 : 56 ; 24 : 
Lmnber, wood, and furniture---: 100 : 88 : 66 : 54 : 53 : 58 : 17 : 
Printing and publishing-------: 100 : 88 : 66 : 68 : 44 . 54 : 15 . 
Stone, cley, and glass--------: 100 : 87 : 78 : 54 : 41 : 52 : 19 ; 
Instruments-------------------: 100 : 76 : 60 : 68 : 42 : 52 : NA: 
Other-------------------------: 100 : 76 : 60 : 57 . 44 : 40 . 23 . 

: : : : 
Source: Tables A~l through A-16. 

Brazil 

16 
14 
15 
20 
17 
17 
19 
19 
21 
16 
13 
19 
12 
NA 
14 
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Table A-38.--Estimated average hourly compensation of production workers in selected 
· in.dustries and countries, 1966· 

( In. U . S . dollars ) , 
: : : : 

Industry 
United : : West : : United : Belgium- : . . 

~ States : Canada : Germany : France : Kingdom :Luxembourg: Mexico Brazil 

All manufacturing-------------: $3.08 : $2.22 : . $1. 59 : $1. 31 : $1.26 : $1.47 : $0.34 : $0.46 
Food--------------------------: 2.78 : 1.87 : 1.32 : 1.16 : 1.22 : 1.40 : • 27 : ,35 
Paper-------------------------: 3.14 : 2.62 : 1.45 : 1.25 : 1.43 : 1.39 : .43 : .44 
Chemicals---------------------: 3.48 : 2.43 : 1.83 : 1.57 : 1.29 : 1. 78 : .35 : .59 
Rubber------------------------: 3.04 : 2. 36 : 1. 58 : 1.35 : 1.24 : 1.50 : • 54 : • 56 
Metals------------------------: 3.56 : 2.62 : 1.85 : 1.38 : 1.30 : 1.54 : .49 : .56 
Non-electrical machinery------: 3.49 : 2.51 : 1.66 : 1.44 : 1.25 : 1. 55 : .41 : • 59 
Electrical machinery----------: 3.03 : 2.21 : 1.66 : 1.37 : 1.26 : 1.49 : .36 : .59 
Transportation. equipment------: 3.90 : 2.77 : 1.99 : 1.47 : 1.41 : 1.67 : .38 : • 75 
Textiles and apparel----------: 2.07 : 1. 50 : 1.28 : · 1.03 : 1.13 : 1.08 : .38 : ,35 
Lumber, wood,·· and furniture---: 2.42 : 1.93 : 1.43 : 1.12 : 1.17 : 1.33 : .25 : .34 
Printing and publishing-------: 3,43 : 2.64 : 1.79 : 1.79 : 1.43 : 1.58 : .45 : .58 
Stone, clay, and. glass--------: 3.11 : 2. 31 : 2.06 : 1.33 : 1.21 : 1.47 : ·• 35 : .37 
Instruments-------------------: 3.20 : 2.01 : 1.66 : 1.44 : 1.27 : 1.60 : NA : NA 
Other-------------------------: 2.60 : 1.90 : 1.48 : 1.31 : 1.22 : 1.14 : ,35 : ,35 

: 
Source: Tables A-1 through A-lb. 
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Table A-39.--Estimated average hourly compensation of production workers in selected 
industries and countries, 1970 

(In.U.S. dollars) . . 
. . . West . . U •t d : Belgium-: 

Industry UStm. tted . Canada . G . France . K~1 de . Luxein- . Mexico Brazil 
· a es : : ermany : : ing om : b 

: : : ourg 
. . 

All manufacturing-------------: $3.84 : $3.32 : $2 •. 50 : $1~81 : $1.54 : $2.04 : $0.47 : $ 0.54 
Food--------------------------: 3.57 : 2.89 : 1.98 : 1.61 : 1.52 : 1.99 : ,39 : .45 
Paper-------------------------: 3,98 : 3,79 : 2.29 : 1.79 : 1.78 : 1.93 : ,73 : ,57 
Chemicals---------------------: 4.31 : 3.50 : 2.96 : 2.20 : 1.56 : 2.44 : .50 : .73 
Rubber------------~-----------: 3.69 : 3,67 : 2.46 : 1.89 : 1.53 : 2.09 : .86 : .59 
Metals------------------------: 4.40 : 3.81 : 2.87 : 1.90 : 1.59 : 2.16 : .60 : .65 
Non-electrical machinery------: 4.35 : 3.87 : 2.61 : 2.64 : 1.52 : 2.22 : ,52 : .72 
Electrical machinery----------: 3.82 : 3.16 : 2.59 : 2.82 : 1.49 : 2.09 : .42 : .68 
Transportation-equipment------: 4.88 : 4.04 : 3.18 : 2.05 : 1.83 : 2.37 : .49 : ,93 
Textiles and apparel----------: 2.59 : 2.16 : 1.95 : 1.46 : 1.35 : 1.48 : .51 : ,39 
Lumber, wood, an~ fur~nturt}---: 3.07 : 2.78: 2.17 : 1.57: 1.37 : 1.86 : .36 : .36 
Printing and publishing-------: 4.27 : 3,87 : 2.83 : 2.52 : 1.78 : 2.29 : .52 : .76 
Stone, clay, and. glass--------: 3.94 : 3.49 : 3.15 : 1.90 : 1.47 : 2.03 : .48 : .43 
Instruments-------------------: 3.88 : .2.99 : 2.51 : 2.64 : 1.45 : 2.22 : NA : NA 
Other-------------------------: 3.32 : 2.80 : 2.22 : 1.81 : 1.47 : 1.52 : .51 : .45 . . . . . . . --------------=-· ___ ...;•:_____ . . . . . 

NA - not available. 

Sour.ce: · 'J:l,a,bles A-1 through A-16. 
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Table A-40.--Indexes of estimated average hoU.rly compensation of production workers in 
selected industries and countries, 1966 

(United States = 100) 
. . . . . . 

. United ; Canada ; West ; France ; United ; Belgium- : Mexico : Brazil 
Industry : States : : Ge!'ID.any : : Kingdom : Luxembourg : 

. . . . . . . . . . . . . . . . . . 
All manufacturing-------------: 100 : 72 : 52 : 43 : 41 : 48 : 11 : 15 
Food--------------------------: 100 : 67 : 47 : 42 : 44 : 50 : 10 : 13 
Paper-------------------------: 100 : 83 : 46 : 40 : 46 : 44 : 14 : 14 
Chemicals---------------------: 100 : 70 : 53 : 45 : 37 : 51 : 10 : 17 
Rubber------------------------: 100 : 78 : 52 : 44 : 41 : 49 : 18 : 18 
Metals------------------------: 100 : 74 : 52 : 39 : 37 : 43 : 14 : 16 
Non-electrical machinery------: 100 : 72 : 48 : 41 : 36 : 44 : 12 : 17 
Electrical machinery----------: 100 : 73 : 55 : 45 : 42 : 4.9 : 12 : 19 
Transportation equipment------: 100 : 71 : 51 : 38 : 36 : 43 : 10 : 1-9 
Textiles and apparel----------: 100 : 72 : 62 : 50 : 55 : 52 : 18 : 17 
Lumber, wood,and furniture----: 100 : 80 : 59 : 46 : 48 : 55 : 10 : 14 
Printing and publishing-------: 100 : 77 : 52 : . 52 : 42 : 46 : 13 : 17 
Stone, cl0\Y, .and giass--------: 100 : 74 : 66 : 43 : 39 : 47 : 11 : 12 
Instruments-------------------: 100 : 63 : 52 : 45 : ' 40 : 50 : NA : NA 
Other-------------------------: 100 : 73 : 57 : 50 : 47 : 44 : 13 : 13 . . . . . . . . . . . " . . 

Source: Tables A-1 through A-16. 
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Table A-41--Indexes of estimated average hourly compensation of production workers 
in selected industries and c·ountries ·, 1970 

(United States = 100 
. :Belgium-

Industry · · • · w t · · United · 
~ Mexico · United · Canada · es · France · · · Luxem-

· States : : Germany '. : Kingdom '. bourg . . . . . . 
: : : : : : 

Afl manufacturing-------------: 100 : 86 : 65 : 47 : 40 : 53 : 12 : 
Food--------------------------: 100 : 81 : 55 : 45 : 43 : 56 : 11 : 
Paper-------------------------: 100 : 95 : 58 : 45 : 45 : 48 : 18 : 
Chemicals---------------------: 100 : 81 : 69 : 51 : 36 : 57 : 12 : 
Rubber------------------------: 100 : 99 : 67 : 51 : 41 : 57 : 23 : 
Metals------------------------: 100 : 87 : 65 : 43 : 36 : 49 : 14 :-
Non-electrical machinery------: 100 : 89 : 60 : 61 : 35 : 51 : 12 : 
Electrical machinery-~---~--~~: 100 : 83 : 68 : 74 : 39 : 55 : 11 : 
Transportation-equipment------: 100 : 83 : 65 : 42 : 38 : 49 : 10 : 
Textiles and apparel----------: 100 : 83 : 75 : 56 : 52 : 57 : 20 : 
Lumber, wood, and f'Urni ture----: 100 : 91 : 71 : 51 : 45 : 61 : 12 : 
Printing and publishing-------: 100 : 9l : 66 : 59 : 42 : 54 : 12 : 
Stone, clay, and glass---------: 100 : 89 : 80 : 48 : 37 : 52 : 12 : 
Instruments-------------------: 100 : 77 : 65 : 68 : 37 : 57 : NA : 
Other-------------------------: 100 : 84 : 67 : 55 : 44 : 46 : 15 : 

: : : : : : : 
NA - not available. 

Sour'ce: Tables A-1 through A-16. 

Brazil 

14 
13 
14 
17 
16 
15 
17 
18 
19 
15 
12 
18 
11 
NA 
14 
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Table A-42---Esti.l?lated average hourly compensation paid to all employees by all firms and by 

MNC ·s in the manufacturing i-ildustries of eight key c91JDtries, 1966 and 1970. 

'I.II ggJJ.11.1:11) . 

Uilited •. United :BeJiiwn-: 
West Canada IAJxem--: ·France Brazil Mexico States Kingdan bourg ~l"lllBey 

All manufacturing: !/ 
1966: 

$3.~0 $1.70 $1.70 $1.80 $0.60 $0.60 All firms--------------------~: $2.40 $1.70 
MNC I &'--------------------·-: 4.10 2.70 1.50 l.~ i,10 l.90 .80 1.10 

1970: 
2.80 .80 All firms-----'---•------: 4.40 3.6o 2.00 2.30 2.5Q .,70 

MNC' s-------------------: 5.50 3,90 4."fQ 2.20 2.li9 2.90 1.00 l.30 

Food products: 
1966: 

1.80 1.40 .40 All firms-------------'-: 3.20 2.10 l.70-.. : 1.50 .• 50 
MNC's----------- 3,30 2.40 1.50 1.50 l.4o l.60 .60 ,70 

1970: ·: 
All firms------- · 4.oo 3.20 2.00 2.40 2.00 2.30 .60 .60 
MNC's-----------•--------: 4.10 .. 3,30 1.80 l.80 1.70 2.10 .80 l.00 

Paper and allied products: 
1966: 

All firms------- 3.40 2.80 l.Bo l.60 l.60 l.60 .50 .Bo 
MNC Is-------------------: 3.Bo 2.90 l.BO 1.60 l.50 l.BO •• 90 1.10 

1970: 
All firms------------------: 4.4o 4.00 2.00 2.20 2.·30 2.50 .10 l.30 
MNC's----''--------.:..-------------: 4.10 4.40 .1.6o .2.00 2.00 2.40 1.00 1.20 

: 
Chemicals and allied products: 

1966: 
All firms·-------------l >.OO. ·i:. 2.Bo 1.90 2.10 2.10 .. 2.20 .Bo .90 
MNC's---------------------: 4.10 2.90 1.40 l.Bo 2.10 2.10 .Bo 1.10 

1970: 
All firms-------·---------: 5.00 4.00 2.20 2.90 3.00 3.50 l.00 1.20 
MNC's--------- 5.10 4.oo .. 1.70 2.70 2.70 3,20 .Bo 1.60 

: 
Rubber: .. 

1966: 
Ail firms-----------------•.:::i-: 3.40 2.50 l.60 l.70 l.Bo 2.00 ,70 .Bo 
MNC Is---------------------: 3.70 2.60 l.40 1.60 1.90 2.10 .Bo 1.20 

1970: 
All firms"'----------------: 4.20 4.00 l·.90 2;40 2.60 2.70 .70 1.30 
MNC I s-'·.::::.:..""'.:.------ : 4.60 4.10 l.80 2.00 2.20 ·2.60 l.10· 1.40 

Primary and fabricated metals: ·: 
1966: 

All firms---------------: i·9c> 2.70 1.60 1.70 1.70 2.00 .70 .80 
MNC' s----'------------:. .10 2.90 1.30 ·1.60 1.50 l.90 ,70 .90 

1970: 
All firms-------------- 4.80 4.10 1.80 2.40 2.30 3;00 .80 .80 
MNC's--'------- 5.10 4.oo 1.40 2.50 2.00 2.60 1.00 1,10 

Nonelectrical machinery: 
1966: : 

All firms-------· 3,90 .2.70 1.70 1.70 1.80 1.90 .10 .70 
MNC' s---------· --------- 4.30 2.80 l.40 i.·70 1.70 1~90 1.10 1.20 

1970: 
All firnis--------- !1.90 4.20 ;i..~o 2.!ifl 3.~o ti.9Q .90 .80 
MNC' s------'----------- 5.10 4.20 1. 0 2.40 2.90 3.40 1.40 1.50 

Electrical machinery: 
1966: ·: 

All fir1ns------------. - 3.60 2.50 1.70 1.90 1.90 2.00 .70 .60 
MNC' s-----------------·- 3,90 2.50 1.30 1.50 1.80 1.90 .70 .90 

1970: .. 
All· firms---------- 4.60 3,70 1.90 2.60 3.8o 3,10 .90 .60 
MNC 's---------------- 5.30 J,7b 1.60 2.20 ·2.60 3.10 .70 1.10 

Transportation equipnent: 
1966: 

l.So All firms------------- 4.40 2.90 l.70 l.90 2.20 .90 .80 
MNC's----------------- 4.20 3,10 1.70 1.60 1.80 2.·10 l.00 1.30 

.1970: 
All firms- 5.40 4.40 2.10: 2.60 2.50 3,40 ·1.10 1.00 
MllC I 6-'---------------- 5.50 4.40 2.30 2.6o 2.50 3.40 1.20 1.50 

·--' 
.. 

See footnotes at end of table. 
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Tab.:.t ;.-~2 .-E.sdmated averaae hourJ..7 compensation paid to all emplo7ees b)' all firma and bJ' ICllC a in 
the manutaeturill8 industries of eight keJ' countries. 1966 and 1970--Continued 

In dollars 

United 
States Canada 

United 'Belgi~l 
Kingdom : Luxem- : 

bolirg 
France West 

Ge:nnany 
Brazil Mexico 

Textiles and apparel: 
1966: 

All finns-------------: 
MNC's---~----------------~ 

1970: 
All firms---------------: 
MNC' s-·----------------: 

Lumber, wood. and furniture: 
1966: 

Al.l firms---•----------: 
MNC's--------------: 

1970: 
Al.l firms---------------: 
MNC's----------------: 

Printing and publishing: 
1966: 

All firms-----------------: 
MNC's--------------------: 

1970: 
All firms--------------: 
MNC's------------------------: 

Stone, cl~. and glass: 
1966: 

Al.l firms----------------: 
MNC' s-----------------: 

1970: 
Al.l firms-------------: 
MNC's--------------: 

Instruments: 
1966: 

Al.l i'irmS---------------: 
MNC' s-----------....:-.-------: 

1970: 
Al.l firms-~-----------------: 
MNC's-------------------: 

Other manufacturing: 
1966: 

Al.l firms----------------: 
MNC' s----------------------: 

1970: 
Al.l firms-------------: 
MNC's---------------------: 

2.40 
2.70 

2.90 
3.20.: 

2.70 
3.80 

3.110 
4.70 

3.10 
NA JI 

4.60 
NA JI 

3.40 
4.10 

~.9() 
4.50 

4.80 
5.80 

3,30 
3,00 

4.20 
4.oo 

2.40.: 
2.10 

2.1io 
2 .. 6o 

2.00 
2.50 

3,00 
2.80 

2.70 
2.40 

4.oo 
3,70 

2.40 : 
2.40 : 

3,70 
3.50 

2.40 
2.60 

3.6o 
3,50 

2.110 
2.00 

3.20 
3.20 

1.70 
l.6o 

l.90 
1.80 

l.TO 
y 
1.80 
y 

1.80 
y 

2.00 
y 

l.60 
<; 1.30 

l.80 
1.40 

l.TO 
l.50 

2.00 
1.70 

l.TO 
1.50 

1.90 
l.TO 

1.20 
1.30 

l.6o 
l.TO 

2.00 
y 

1.10 
y 

2.20 
2.20 

1.80 
l.6o 

2.50 
2.30 

1.30 
1.30 

1.70 
1.60 

1.30 
1.20 

1.90 
1.80 

1.30 
1.10 

2.20 
y 

3,10 
y 

1.60 
1.80 

2.30 
2.00 

1.80 
l.TO 

3.20 
3.00 

l.TO 
1.40 

2.40 
1.50 

1.40 
1.60 

2.20 :·. 
2.10 .. 

.40 •. 
y 

.50 
y 

: ~ ... 

1.50 
1.40 

2.30 
2.30 

1.90 
y 

3,00 
y 

2.20 
1.80 

3,30 
3.20 

1.90 
1.80 

2.90 
3,00 

l.TO 
l.TO 

2.50 
2.40 

·: 

.40 
y 

.40 
y 

.~o 
y 

.90 
y 

.40 

.60 

.50 

.90 

NA 
y 

NA 
y 

.60 
g/. 

.6o 
y 

lJ These figures are separatefy derived and do not represent ave~e::valuee ef,the:industrial-sectors 
listed separatefy. 

Y Data are lacking for a reasonable estimate. 
lJ "N.l".: Not avadlable. 

.60 

.10 

.10 
l.10 

.lio 

.60 
y 

.6o 
y 

.10 
y 

NA 
y 

NA 
y 

.60 
:ao 
.Bo 
.80 

.10 
l.00 

1.00 
.ao 

Source: Tables A-1 through A-16 (for all-firm data) and International Investment Division. Bureau of' Economic 
Analysis, U.S. Department of' Comnerce (for M!iC data). 

Notes.-General: All figures are rounded to the nearest 10 cents. In comparing MNC and all-i'inn data, 
the reader should bear in mind that differences of' 30 cents en hour or less could be within the range of' possible 
error inherent in these estimates. Each estimate is probabfy correct to (i) $0.10 on either side of' its true 
value. Thus the total ·possible variation between al.1-firm and MNC observations not due to real differences in 
the figures can be broken down as follows: --

Estimate error: 
For all firms1------. ~) $o.10 
For MNC's - (!j $o.10 

Rounding error:· 
For al.l firms:----..., 
For MNC's---------

Total 

f±) $0.05 
(:!:) iQ_.05 
(±) l0':30 

The probable errors in the estimates are greatest for Mexico and Brazil. lees for the European countries• and 
least for the United states and Canada. 
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Table A-43.-Al.l manufacturing: Comparison of all-firm and 

.MNC data on total sales, 1966 and 1970 

Value Value MN Cs as 
Country and Year 1'or for percent 

MNCs' 
share of'. 

all MNC's of all aggregate 
fir.ms firms groWth 

Million Million 
dollars dollars Percent 

United States: : 
1966------·-------------: 514,063 ~11 163,:874 32 
1970-------------------: 599,809 :y 207,780 35 51 

Canada: : 
1966--------------------: 32,277 15,682 49 
1970----------------·---: 42,585 22,128 52 63 

. 
United Kingdom: : 

1966--------------------: 91,451 9,634 11 
' 1970--------------------·: 98,692 16,246 16 91 

Belgium-J...uxer.1bourg: . 
1966--------------------: 11,221 1,158 10 
1970--------------------: 16,652 2,608 16 27 

France: : 
1966--------------------: 61,932 3,644 6 
1970----------------·---- : 92,488 5,641 6 7 

West Germany: : 
1966--------------------: 91,108 5,238 6 
1970--------------------: 135,923 10,788 8 12 

Brazil: 
1966--------------------: 13,593 1,578 12 
1970--------------------: 19,019 3,382 18 33 

Mexico: 13,013 . 2,105 16 . 
1966--------------------: 18,997 : 4,715 25 44 
1970-----·-------------: 

---y These f'igures cover only a sample of 298 parent firms reporting in 1970. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment uivision, Bureau of Economic Analysis, U.S. Department of 
Commerce (for MNC figures) .. 
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Table A-44.-Food products: Comparison 'of all-firm and 

MNC data on total sales, 1966 and 1970 

Country and Year 

Unitec States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970---~--------------: 

United Kingdom: : 
1966--------------------: 
1970-----.,..--------------: 

Belgi:un-Luxembou.rg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966----------------: 
1970-----------~---: 

West Germany: : 
1966--------------·----- : 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
1970--------------------: 

Value 
for 
all 

firms 

Million 
dollars 

79,750 
97,647 

6,516 
8,532 

9,539 
10,294 

1,780 
2,415 

8,800 
17,137 

11,755 
15,583 

2,947 
3,947 

4,103 
5,773 

Value 
for 

MNC's 

Million 
dollars 

11 11,465 
11 14,292 

1, 737 
2,220 

956 
1,054 

109 
121 

292 
473 

430 
634 

198 
107 

334 
487 

. 

MNCs as 
percent 
of all 

firms 

14 
15 

27 
26 

10 
10 

6 
5 

3 
3 

4 
4 

7 
3 

8 
8 

MNCs' 
·share of 
aggregate· 

growth 

Percent 

16 

24 

13 

2 

2 

5 

9 

1/ 'l'hese figures cover only a sample of 298 parent fir~s reporting in 1970. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of 

Commerce (for MNC figures)·· 
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Table A-45.--Paper and allied products: Comparison of all-firm 

and MNC data on total sales, 1966 and 1970 

Country and Year 

United Ste.tes: 
1966--------------------: 
1970-·-------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------.: 
1970--------------------: 

Belgium-Luxembourg: ; 
1966---·-....,------------·---: 
1970--------------------: 

France: : 
1966------~------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966---------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
1970--------------------: 

Value 
for. 
all 

firms 

Million 
d.:>llars----

20,414 
24,659 

2,921 
3,840 

2,561 
2,763 

329 
496 

1,742 
2,161 

2,437 
3,474 

353 
504 

380 
525 

Value 
for 

MNC's 

Million 
dollars 

1/ 
II 

5,421 
7,514 

1,242 
1, 505. 

113 
141 

38 
96 

80 
183 

68 
69 

46 
65 

63 
121 

----·---
r :.rics · as 
percent 
of all 

firms 

27 
30 

43 
39 

4 
5 

12 
19 

5 
8 

3 
2 

13 
13 

17 
23 

MJ'JCs' 
share of 
aggregate 
growth 

Percent 

29 

14 

35 

25 

negl. 

13 

40 

Y These figures cover only a sample of 298 parent firms reporting in 1970. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of 
Commerce (for MNC figures) .. 
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Table A-46.--Chemicals: Comparison of all-firm and MNC 
data on total sales, 1966 and 1970 

Value Value MNCs· as 
and Year for for percent 

all MNC's of all 
firms firms 

Million Million 

MNCs' 
share of 
aggregate 
growth 

dollars dollars Pe:ccent 

United. States: 
1966--------------------: 40 '780 1/ 21,981 54 
1970-·-------------------: 49 ,253 1/ 28,091 57 72 

Ca.nada: 
1966--------------------: 1,922 1,740 91 
1970--------------------: 2,490 2,124 85 68 

United Kingdom: 
1966------------------·---: 8,669 1,526 18 
1970--------------------: 9,356 1,918 21 57 

Belgilm.·-LU..'(ernbourg: . 
J_9 66--------------------: 835 238 29 
1970--------------------: 1,357 : 654 48 80 

France: 
1966--------------------: 5,888 : 558 9 
1970-------------~-----: 8,190 971 12 18 

West Germany: : 
1966-------------------- : 9,149 : 486 5 197 o.:.. _____________________ : 

13,888 : 963 7 10 

Brazil: 
1966------~------------: 2,501 : 307 12 
1970---------------·-----: 3,325 : 623 19 38 

Mexico: : : 
J.966------------------·--: 2,507 : 533 : 21 
1970--------------------: 3,888 : 764 : 20 1'7 

1/ The~e figures cover only a swnple of 298 parent firms repoYtine in 1970. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce 
(for MNC figures). 
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Table A-47.--Rubber: Comparison of a.ii-firm and MNC 
data on totaJ. sales, 1966 and 1970 

Value Value MHCs: as 
Country and Year for for percent 

all MNC's of all 
firms firms 

Million Million 
dollars dol.larS 

United States; : 
1966------~-------------: 11,976 :JJY 2,750 23 
1970-·-------------------: 15,388 =YY 3,250 21 

Canada: : 
1966--------------------: 499 486 97 : 
1970----------------~--: 628 613. 98 : 

United Kingdom: . 
1966--------------------: 1,096 273 25 
1970--------------------: 1,185 373 31 

Belgium--Lv.xembourg: ; 

1966--------------------: 68 61 90 : 
1970--------------------: 96 79 82 : 

France: : 
1966--------------------: 1,014 111 11 : 
1970--------------------: 1,854 119 6 : 

West Germany: . : . 
1966----~---------------: 1,232 157 13 . 
1970--------------------: 1,972 211 11: 

Brazil: : 
1966--------------------: 267 y 125 47 . 
1970--------------------: 363 y 175 48: 

Mexico: : 
i966--------------------: 178 111 62: 
1970--------------------: 267 108 40: 

MNCs' 
share of 
aggregate 
growth 

Percent 

15 

98 

'JJ 112 

64 

1 

7 

52 

1/ These figures cov~r only a sample of 298 parent firms reporting in 1970. 
y This figure was suppressed for reasons of confidentiality by the 

source Agency. The figure shown is a Tariff Commission estimate. 
3/ Percentage greater than 100 indicates rapid MNC growth as against a loss 

in -sales for domestic firms.. · 

Sources: Tables A-1 through A-16 (for national -figures-) :and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of 
Commerce (for MNC figures). 



738 
Table A-48.--Primary and fabricated metals: Comparison of all-tirm and 

MNC data on total sales , 1966 and 1970 

: . 

Country and Year 

United States: . 
1966--------------------: 
1970--------------------: 

Canada: . . 
1966---------------------: 
1970--------~----------: 

United Kingdom: . . 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: . 
1966--------------------: 
1970------·-------------: 

West Gennany: : 
1966--------------------: 
1970-----~--------------: 

Brazil: 
1966-----------..:-------: 
1970-------------------~: 

.Mexico: 
1966--------------------: 
1970--------------------: 

Value 
for 
all 

firms 

Million 
·dollars· 

76,179 
86,407 

4,634 
6,877 

7,327 
7,905 

2,599 
3,989 

6,636 
10,759 

16,357 
25,280 

1,467 
2,209 

1,344 
1,981 

: 

. . 

. 

Value 
for 

.MNC's 

Million 
dollexs 

y 19,317 
y 22,679 

1,980 
l,96lt 

968 
804 

63 
252 

170 
208 

327 
1,821 

120 
262 

184 
749 

M?ICS .. as 
percent 
of all 

fir.:J.s 

25 
26 

43 
29 

13 
10 

2 
6 

3 
2 

2 
7 

8 
12 

14 
·38 

: 

MNCs' 
share of 
aggregate 
growth 

Percent 

33 

14 

1 

17 

19 

89 

1/ T'nese figures cover only a sample of 298 parent firias reporting in 1970. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic An~sis, U.S. Department of Commerce 
(for MNC figures). 
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Table A-49.--Nonelectrical machinery: Comparison of all-firm and· 

MNC data on total sales, 1966 and 1970 

Value Value •r:!J., 
i~c.1.,S as MNCs' 

Country and Year for for percent share of 
all MNC's of all aggregate 

firms firms growth 

Million Million 
E-.£llars dollars Percent 

United States: : 
1966-·------------------: 46,621 : y 14,550 31 
1970--------------------: 55,860 : 1/ 20,611 37 66 

Canada: : ·: 
1966--------------------: 1,990 : 1,532 77 
197 0-----------·--------: 2,778 : 2,222 80 88 

United Kingdo".!l: : 
1966-------------~----: 10,993 1,530 14 
1970--------------------: 11,862 2,496 21 y 111 

Belgium-Luxenbourg: : 
'655 248 1966--------------------: 38 

1970-------------------: 1,059 429 41 45 

France: : 
1966-------------------: 6,920 929 13 
1970--~----------------: 10,581 1,439 14 14 

West Germany: : 
1966--------------------: 10,196 911 9 
1970--------------------: 16,529 1,742 11 13 

Brazil: 
1966--------------------: 485 112 23 
1970--------------------: 895 304 34 47 

Mexico: : 
1966--------------------: 211 : 120 57 
1970--------------------: 330 : 208 63 74 

1/ These figures cover only a sample of 298 parent firms reporting in 1970. 
y Percentage greater than 100 indicates decline in sales by domestic firms, 

offset by rapid growth of MNC sales. 

Sources: Tables A-1 through A-16 (for national figl.l.res) -and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce 
(for MNC figures). 



Table,A.:.50.--Electrical machinery: C~mpar:l.son of all-firm and 
MNC data on total sales,.,, 1966 and 1970 

.. 
Value .. 

Value Ml'iCs: as .. MNCs' 
Country and Year for for percent •· sh&·e of 

all MNC.'s of all aggregate 
firms firms growth 

Million·; Ml.111,on .. . 
dollars-. doll.ar$'. Percent 

:· 
United States: : .. 

40,843· 11 _20,132 49 1966--------------------: 
1970--------------~· ----: 48,137 11 27,872 58 11 106 

Canada: : 
1966-------------------;...·: 
1970-----------------"": 

United Kingd'::>m: : 

1966-----------·-~-----: 
197 0--.:..------------...;----"': 

Belgit:.;::.1-Luxembourg: : 
1966------------------.:..·.;..: 
1970------·------------·---: 

Frence: : 
1966--------------------: 1970----..;. __________ _._ :· 

.. . 
West Germany: : 

19,..6 .. :· . 
0 -------------~-----; 

1970-------~------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
1970----------------~---: 

. . 

1,720 
2,213 

8,303 
8,961 

575 
993 

4,053 
6,059 

8,200 
13,888 

728 
1,014 

574 
919·: 

1,4-42. 84 
1,822 82 77 

1,181 14 
l,60T .. 18 . 

y· 125 22 
y 425'. : 43 72 

325 .8 
514 8 9 

409 5 
876' 6 8 

166 23 
246 .. 24 . 28 

174 30 
478 : 52 88 

l/ These figures cover only a sa.Iil.ple of' 29ff parent firms reporting in 1970. 
2/ This figure vas supp~essed·for reasons of ~onfidentiality by the source 

Agency. The figure shown is a Tariff Commission esti_mate. 
JI Percentage greater than 100 indicates decline in sales by non-MNc· firms. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, 0.S. Department of 
Commerce (for MNC figures). 
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Table A-51.--Transportation equipment~Compa.r-ison ef all-firm and 

MNC data:-urrtotal sales, 1966 and 1970 

Value Value Ml'lCS as MNCs' 
Country and Year for for percent share of 

all MNC's of all aggregate 
firms firms growth 

Million Million 
·a.ollars dollars Percent 

United States: 
1966---------·------------ : 11,650 : y 48,072 67 
1970~------------------: 71,457 : 1/ 55,170 77 

Canada: 
1966---------------------: 3,911 3,383· 86 
19'{0--------------------: 6,222 5,600 90 96 

United Kingdom: : 
1966--------------------: 11,724 2,174 19 
1970--------------------: 12,645 3,430 27 di 136 

BelgiU!IJ.-Luxembo~rg:. ; 

1966--------------------: 965 y 215 22 
1970--------------------: 1,523 y 275 18 11 

France: ; 1966--.:.. _________________ ; 
7,910 739 9 

1970--------------------: 12,086 936 8 5 
.. 

West Germany: 
24 1966--------------------; 7,998 2/ 1,950 

1970---------------------; 12,843 y 3,250 25 27 

Brazil: 
J.966---------------------: 1,270 352 28 
1970--------------------: 1,792 1,171 65 'l! 157 

Mexico: 
49 

: 
1966----------------------: 801 390 ..... 
1970--------------------: 1,261 567 45 38 

1/ These figures cover only a. sample of 298 parent firms reporting in 1970. 
y This figure was supressed for reason of confidentiality by the source 

Agency. The figure shown is a Tariff Commission estimate. 
'Jj Percentage greater than 100 indicates decli~e in· sale~ by domestic firms. 

Sources: ; Tab1e~ A-1 thro~gh A-16 (for national figures) and International Invest
ment Division, Bureau of Economic Analysis, U.S. Department of Commerce (for 
MNC figures). 
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Table A-52.--Textiles and apparel: Comparison of all-firm and 

MNC data on total sales , 1966 and 1970 

Country and Year 

United States: : 

Value 
for 
all 

firms 

Million 
dollars 

. 
Value 
for 

MNC's 

Million 
dollars 

!v!NCs' as MNCs- 1 

percent ehare of 
of all aggregate 

firms growth 

Percent 

1966--------------------: 
1970--------------------: 

39,571 
45,824 

y ~,164 
y 3,938 

5 
9 28 

Canada.: : 
2,602 1966--------------------: 

197 0-----·-----------·-----: 3,281 
218 
532. 

8 
16 46 

United Kingdom: : 
1966--------------------: 
1970---------------------; 

.Belgh;.~-Lu.xernbou.rs: : 
1966------------~--------; 
1970-----·---------------: 

France: : 
1966--------------------: 
1970--~-----------------: 

West Germany: : 

9,519 
10,275 

1,617 
2,002 

7,682 
8,220 

8,392 

.. 92 
77 

15 
207 

32 
21 

73 

1 
1 

1 
10 

negl. 
negl. 

1 1966-------------------- ; 
1970---·-----------------: 10,470 100 1 1 

Brazil: 
1966-------------------: 
1970--------------------; 

Mexico: 
1966 ·--------------------: 
1970----·------·----------: 

4,139 
2,405 

1,476 
1,969 

y 35 1 
y 124 5 

35 2 
66 3 6 

1/ These figures cover only a sample of 298 parent firms reporting in 1970. 
2/ This figure was suppressed for reasons of confidentiality by the 

source Agency. The figure shown is a Tariff Commission estimate. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of 
Commerce (for .MNC figures). 
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Table A-53.--Lumber, wood, and furniture: C~mparison of all-f'irm 
and MNC data on total sales, 1966 and 1970 

Country and Year 

United States: 
1966----·----------------: 
1970--------------------: 

Canad.a; 
1966--------------------: 
197 0----··----------------: 

United Kingdom: 
19 66--------------------- : 
1970--------------------: 

Belgiw.-Luxerr:bourg: 
1966--------------------; 
1970--------------------: 

France: : 
1966--------------------: 
19'70--------------------: 

West Germany: 
1966--------------------: 
1970--------------------: 

Brazil: 
1966-------------·-------: 
1970-···-------------------: 

Mexico: 
1966--------------------: 
1970--------------------: 

Vali;.e 
for 
all 

firms 

ME lion 
doJ.lars ---

18,257 
21,976 

2,008 
2,632 

2,561 
2,763 

314 
478 

1,953 
3,135 

3,072 
4,475 

468 
705 

219 
316 

Value 
for 

MNC's 

Million 
dollars 

y 1,642 
y 2,439 

812 
1,322. 

y 15 
y 35 

0 
0 

y 15 
y 15 

13 
33 

E./5 
g/ 5 

E./5 
g/ 5 

f1IT~C s as 
percent 
of all 

firms 

9 
11 

40 
50 

l 
l 

0 
0 

1 
negl. 

negl. 
1 

1 
1 

2 
2 

MNCc' 
share of 
aggregate 

growth 

Percent 

: "'" 
21 

82 

1 

negl. 

1 

negl. 

negl. 

1/ These figures cover only a sample of 298 parent firms reporting in 1970. 
2/ This figure was suppressed for reasons of ~onfidentiality by the source 

Agency. The figure shown is a Ta.riff Commission estimate. 

Sources: Tables A-1_ through ~::-:_1_6 (for national· figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. De~artment of Commerce 
(for MNC figures). 



Table A-54.==Printing and publishing: Compa~ison of all-firm and 
MNC data on total sales, 1966 and 1970 

Value Value MNCs' as MNCs' 
Country and Ye"ar :for for percent share of 

all MNC's of all aggregate 
firms firms growth 

Million Million 
dollars dollars Percent 

United States: : : 
1966~--~--------------: 20 ,202 : y y 750 4 
1970--------------------; 25,741 : 1/ y 950 4 4 

Canada: : 
1966--------------------; 1,111 : 98 9 
1970----~--------------: 1,516 : 176 12 19 

United Kingdom: : : 
1966--------------------: 4,637 : y 75 2 
19'TO--------------------: 5,003 : y 125 2 14 

Belgiu:.:n-Lu:x:err.[.·.ourg: ; 

1966--------------------: 277 y 5 2 
1970--------------------: 390 2/ 5 l negl. · 

France: : 
1966--------------------: 2,967 36 1 
1970--------------------: 4,320 51 1 1 

West Germany: . . 
1966--------------------: 1,719 y 20 l 
1970-----------·--------- : 2,589 y 35 l 2 

Brazil: 
1966-------·-------------: 230 7 3 
19"(0---------·----------- : 429 4 l 

Mexico: 
1966------·--------------: 297 : y 15 5 
1970--------------------: 396 : y 5 1 

l/ The·se figures cover only a sample o:f 298 pa.rent firms reporting in 1970. 
gj This figure was suppressed for reasons of confidentiality by the source 

,Asency~ The figure shown is a Ta.riff Commission estimate. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce 
(for MNC figures). 
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Table A-55.--Stone, cley-, and glass: Compar!"son of all-firm and 
MNC data on total sales, 1966 and 1970 

Value Value Ivmcs · as MNCs' 
Country and Year for for percent share of 

all MNC's of all aggregate 
firms fi!"IllS growth 

Million Million 
·dollars dollars Percent 

United States: : 
1966--------------------: 14 ,629 11 3,723 25 
1970-------------------: 16,873 : 11 4, 729 28 45 

Canada: : 
1966--------------------: 1,035 325 31 
1970--------------------: 1,260 40~ 32 36 

United Kingdom: . 
1966--------------------: 3,541 125 4 
1970--------------------: 3,818 : 242 6 42 

Belgiu..'n·-Luxembourg: ; 
1966--------------------: 515 : 27 5 
1970--------------------: 727 : 45 6 8 

France: 
1966-----------------·-- : 2,201 : 145 7 
1970---------------------: 2,897 : 252 9 15 

West Germany: : : : 
1966--------------------: 4,386 : 143 : 3 
1970--------------------: 6,043 : 239 4 6 

Brazil: 
1966--------------------: 548 : 52 : 9 
1970--------------------: 821: 76 : 9 9 

Mexico: . : . 
1966--------------------: 476 . 74 : 16 . 
1970--------------------: 725: 191 : 26 

!/ These figures cover only a sample of 298 parent firms reportine in 1970. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce 
(for MNC figures). 



Tabie A-56.--Instr.uments: Comparison of all-firm and MNC 
data on tota,l sa,les, 1966 and 1970 

Country ancl. Year 

United States: 
1966--------------------: 
197.0---------.--------: 

Canada: :. 
1966---------------------: 
19'(0---"'."'--------------: 

United Kingdom: : 
1966--------------------: 
1970------------------: 

Belgium-Luxembourg: :. 

Value 
for 
all 

firms 

Million 
dollars. 

8,833 
u,723: 

447. 
6?6 

l,2e5 
1,32.l 

. 
1966--------------~---~-: 
1970---~---------~----~-: 

2Q: : 

France: : 
1966-------------------~: 
1970----------"'."'---------: 

West Germany: 
1966--------------------: 
1970-------------------: 

Brazil: 
1969--------~-----------: 
1970--------------------: 

Mexico: 

3'.,3-

1,442 
1,976 

1,030 
i,608 

NA 
NA 

1966-------------------: NA 
1970--------------------: NA 

Value 
for 

MNC's 

Million 
doll a.rs 

11 5,121 
y 7,697 

353 
563 

438 
739 

9· 
15 

194 
399· 

19.2 
4.06 

43 
91 

22 

.. 

•· . 

.. . 

. .. 

. 
76. : 

MNCs: as 
percent . 
of all 

firms 

58 
66 

79 
90 

36 
56 

45 . 
45 

.. 

. 

. . ., 
13 
20 

19 
. 

25 

- . . 

MN'CB 1 

share of 
aggregate 
growth 

Percent 

89 

y 117 

y 314 

38 

37 

1/ These figures cover only a s~ple of 298 parent. firms reporting in 1970. 
E./ Percentage greater than 100 indicates loss in.sales by domestic firms. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau· of Economic Analysis, U.S. Department of Commerce 
(for MNC figures). 
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Table A-57.--0ther manufacturing: Comparison of all-firm and 
MNC data on total sales, 1966 and 1970 

Country and Year 

United States: 
1966----~--------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970----~--------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--~----------------: 

France: : 
1966--------------------: 
1970-~------------------: 

West Germany: 
1966-------.------------- : 
1970----------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

i·!exico: 
1966--------------------: 
1970--------------------: 

Value 
for 
all 

firms 

Million 
dollars 

24,357 
28,865 

1,384 
1,9.;6 

-, 

9 '768 . 
10,541 

2,724 
3,122 

5,185 
7,282 

463 
630 

448 
645 

Value 
f.or 

MNC's 

!.fillion 
dollars 

y 6,722 
y 8,425 

150 
3,205 

g/5 
g/5 

y 18 
y 35 

59 
409 

10 
128 

40 
411 

l··'!NCs • as 
percent 
of all 

firms 

28 
29 

24 
30 

2 
30 

1 
negl. 

1 
1 

l 
6 

2 
20 

9 
64 

MNCs' 
share of 
aggregate 
growth 

Percent 

38 

44 

'-··· 

'll 395 

negl. 

1 

17 

71 

'll 188 

1/ These figures cover only a sample of 298 parent firn1s reporting in 1970. 
g/ This figure was suppressed for reasons of confidentiality by the source 

Agency. The figure shown is a Tariff Conmission estimate. 
3/ Figure greater than 100 indicates decline in sales by domestic firms. 

Sources: Tables A-1 through A-16 (for national figures) and International 
Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce 
(for MNC figures). 
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Table A-58. --Estimated sales per man, all employees in manufacturing, by industrial sector 
and selected countries, 1966 

(In U.S. dollars) 
. . . 

· Un· ted · · We t · : Un· ted : Belgium-: 
Industl:'y' · 1 • Canada · s · France · . 1 

· · · Mexico · 
: States: : Germany : : Kingdom : Luxem-

: bourg 

Food--------------------------~$.48,566~$28,677 ~ $24,287 ~$27,500 ~ $11,633 ~ $16,631 : $8,322 : 
Paper-------------------------: 32,203: 25,000 : 11,830 : 13,400 : 10,627 : 12,182 : 11,167 : 
Chemicals---------------------: 49,587: 27,932 : 17,006 : 19,692 : 18,174 : 13,251 : 11,608 : 
Rubber-----------------------~: 24,351: 17,927 : 11,303 : 12,217 : 8,000 : 8,488 =· 11,117 : 
Metals----------------~-------: 30,554: 20,715 : 11,407 : 9,802 : ll,667 : 13,897 : 8,347 : 
Non-electrical machinery------: 25,848: 17,906 : 9,294 : 10,328 : 8,155 : 7,800 : 6,027 : 
Electrical machinery----------: 22,553: 14,756 : 8,497 : 11,104 : 9,566 : 6,246 : 7,553 : 
Transportation equipment------: 37,876: 26,616 : 12,695 : 15,419 : 10,886 : 12,212 : 9,766 . 
Textiles and apparel----------: 17,302: 12,975 : 8,890 : 8,641 : 7,519 : 6,881 . 5,328 : 
Lumber, wood, and furniture---: 18,250: 14,972 : 10,414 : 6,711 : 7,953 : 6,406 : 2,959 : 
Printing and publishing-------: 19,852: 13,556 : 7,958 : 12,572 : 11,228 : 7,480: 6,309 : 
Stone, clay, and glass--------: 23,749: 19,454 : 10,106 : 9,654 . 9,596 : 7,810 : 5,114 : 
Instruments-------------------: 24,400: 13,807 : 6,688 : 11,917 . 8,113 : 6,527 : NA : 
Other--~----------------------: 21,513: 15,190 : 13,261 : 9,491 : 9,180 : 11,047 : 12,454 : 

: 

Source: Tables A-1 through A-16. 

Brazil 

$10,450 
7,354 

14,374 
10,680 

6,986 
5,449 
7,663 
9,478 

10,245 
3,545 
3,433 
3,971 

NA 
4,539 



749 

Table A-59.--Estimated sales per man, all employees in manufacturing, by industrial sector 
and selected countries, 1970 

Industry 

Food--------------------------: 
Paper-------------------------: 
Chemicals---------------------: 
Rubber---------------------~--: 
Meta.ls------------------------: 
non-electrical machinery------: 
Electrical machinery----------: 
Transportation equipment------: 
Textiles and apparel----------: 
Lumber, wood,and fUrniture----: 
Printing and publishing-------: 
Stone, clay, and glass--------: 
Instruments-------------------: 
Other-------------------------: 

(rn· u .s,,. dollars) 

United: Canada 
states: 

$ 59,570 =$38,054 
37,555 : 31,612 
56,097 : 34,244 
28,100 : 26,152 
34,143 : 30,935 
29,557 : 21,950 
26,156 : 18,737 
42,395 : 39,126 
20,350 : 17,098 
22,434 : 19,930 
23,810 : 17,672 
28,343 : 24,707 
28,996 : 18,383 
25,759 : 19,207 

West 
Germany 

France 

$32 ,263 =$ 37 ,417 
16,310 : 16,248 
23,147 : 23,808 
14,086 : 19,516 
17,703: 16,316 
13,774 : 14,819 
12,683 : 15,536 
17,714: 21,353 
11,898 : 9,856 
15,273 : 11,000 
11,558 : 14,795 
14,884 : 13,168 

9,515 : 15,935 
18,160 : 11,150 

Source: Tables A-1 through A-16. 

United 
Kingdom 

$11,928 
11,658 
19,3.71 

8,910 
13,088 

9,304 
10,384 
11,896 

9,029 
9,000 

11,744 
10,940 

8,414 
9,479 

•. 
Belgium-: 
Luxem- : Mexico 
bourg 

$24,148 :$10,913 
17,703: 14,202 
21,894 : 17,202 
10,676 : 16,692 
19,748 : 9,906 
11,509 : 6,597 

9,198 : 8,358 
17,117 : 11,463 

9,718 : 6,609 
9,369 : 4,057 
9,522 : 7,480 

10,533 : 6,773 
11,133 : NA 
17,630 : 18,976 

. Brazil 

$13,517 
9,000 

17,408 
12,517 
8,836 
8,364 
9,477 

11, 561 
5,699 
4,638 
5,296 
5,229 

NA 
7,590 
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Table A-60.--Indexes of estimated s8.les per man, all employees, by industrial sector, 
selected countries, 1966 

Industry 

Food-----------------------------------: 
Paper---;-7 -----------------------------: 
Chemicals------~-----------------------: 
Rubb~r---------------------------------: 
Metals--~------------------------------: 
Non-electrical machinery--------------:: 
Electrical machinery-------------------: 
Transportation equipment---------------: 
Textiles and apparel-------------------: 
Lumbe:r, wood, a:nd turni ture-------------: 
Printing and publishing----------------: 
Stone, clay, and glass------------------: 
Instruments----------------------------: 
Other-.,0----------------:..---------------: 

Source: Table A-58. 

(United States * 100) 

Canada 

59 : 
78 : 
56 : 
74 : 
68 : 
6'9 : 
65 : 
70 : 
75 : 
82 : 
68 : 
82 : 
57 : 
71 : 

West 
Germany 

50 : 
37 : 
34 : 
4.6 : 
37 : 
36 : 
38 : 
34 : 
51 : 
57 : 
40 : 
43 : 
27 : 
62 : 

France 

57 : 
42 : 
40 : 
50 : 
32 : 
40 : 
49 : 
41 : 
50 : 
37 : 
63 : 
41 : 
49 : 
44 : 

United 
Kingdom 

24 : 
33 : 
37 : 
33 : 
38 : 
32 : 
42 : 
29 : 
43 : 
44 : 
57 : 
4o : 
33 : 
43 : 

: 
Belgium-: 
t\ixem- · Mexico 
bourg 

34 : 17 : 
38 : 35 : 
27 : 23 : 
35 : 46 : 
45 : 27 : 
30 : 23 : 
28 : 33 : 
32 : 26 : 
40 : 3i : 
35 : 16 : 
38 : 32 : 
33 : 22 : 
27 : NA : 
51 : 58 : .. 

Brazil 

22 
23 
29 
44 
23 
21 
34 
25 
5~ 
19 
17 
17 
NA 
21 
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Table A-61.--Indexes of estimated sales per man, all employees, by industrial sector, 
selected countries, 1970 

(United States = 100) 
: : : : 

Industry 
C ad - West : F : United :B~lgium- . M . . 

· an a · Germany : ranee : Kingdom :Luxembourg exico 
: : : : : 
: : : : : 

Food-----------------------------------: 64 : 54 : 63 : 20 : 41 : 18 : 
Paper----------------------------------: 84 : 43 : 43 : 31 : 47 : 38 : 
Chemicals-----------------~------------: 61 : 41 : 42 : 35 : 39 : 31 : 
Rubber---------------------------------: 93 : 50 : 69 : 32 : 38 : 59 : 
Metals---------------------------------: 91 : 52 : 48 : 38 : 58 : 29 : 
Non-electrical machinery---------------: 74 : 47 : 50 : 31 : 39 : 22 : 
Electrical machinery-------------------: 72 : 48 : 59 : 40 : 35 : 32 : 
Transportation equipment---------------: 92 : 42 : 50 : 28 : 40 : 27 : 
Textiles and apparel-------------------: 84 : 58 : 48 : 44 : 48 : 32 : 
Lumber, wood, and furniture-.,------------ : 89 : 68 : 49 : 40 : 42 : 18 : 
Printing and publishing----------------: 74 : 49 : 62 : 49 : 40 : 31 : 
Stone, cley,and glass------------------: 87 : 53 : 46 : 39 : 37 : 24 : 
Instruments----------------------------: 63 : - . 55 : 29 : 38 : NA : 
Other----------------------------------: 75 : - : 43 : 37 : 68 : 74 : 

: 
Source: Table A-59. 

Brazil 

23 
21J 
31 
45 
26 
28 
36 
27 
28 
21 
22 
18 
NA 
29 
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Tabl.e A-62 .. --Estimated sales per man of production workers in selected 
industries and countries, 1966 

(.Ill u. s ..... dolla.rs) 

Industry 
: United : : . West : : United :Belgium- . 
: States . Canada . . France . K" d . . Mexico . 

· :Germany : : ing om : Luxembo~ . . . . 
: : : : : : : :. 

All manufacturing-------------~ 37,571: 28,276: 15,036 : 14,450 : 13,157 : 11,509 : 9 ,896 . 
Food--------------------------: 72,633 : 46,304 : 33,682 : 30,556 : 14,721 : 20,935 : 10,032 : 
Paper-------------------------: 40,568 : 33,037 : 14,506 : 16,590 : 14,388 : 14,951 : 14 062 : 
Chemicals---------------------: 77,163 : 57,004 : 26,140 : 35,470 : 28,897 : 20,362 : 18'572 : 
Rubber------------------------: 30,661 : 25,473 : 12,571 : 16,355 : 10,340 : 11,317: 14'822 : 
Metals------------------------: 38,004 : 27,206: 14,361 : 13,141 : 14,892 : 16,659 : 10'029 : 
Non-electrical. machinery------: 35,592 : 28,844 : 13,089 : 10,679 : 11,820 : 10,238 : 7'813 : 
Electrical machinery----------: 30,977 : 23,876 : l2,094 : 17,622 : 13,861 : 8,577 : .9'567 : 
Trans port. at ion ------: 50,909 : 36,056 : 15,869: 17,121: 15,031 : 15,816 : i3'347 : 
Textiles and apparel----------: 19,491 : 15,620 : 10,677 : 9,426 : 9 ,233 : 7 '775 : 6'149 : 
Lumber, wood, and furniture---: 21,058 : 17,651: 12,694 : 8,037 : 9,775 : 7 ,134 : 3 '174 : 
Printing and publishing-------: 32,630 : 23,732 : 9,994 : 13,800 : 15,253 : 10,250 : 8 \72 : 
Stone, clay, and glass--------: 29,978 : 26,155 : 12,183 : 11,345 : 11,963 : 9,205 : 5'945 : 
Instrun;i.ents-------------------: 35,501 : 22,892 : 8,803 : 12,991 : 11,779 : 9 '790 : ' . 
Other-------------------------: 28,042 : 19,008 : 16,254 : 11,256 : 11,215 : 12,715 : 16 606 . . : : : : : ' : . 

Source: Tables A-1 through A-16. 

Brazil 

e, P.:)4 
13,644 

9,289 
21,376 
12,"14 

8,335 
6,929 
9,973 

ll,869 
11,497 

4,179 
4,600 
4, 6J.i4 

5,:?A4 
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Table A-63.--Estimated sales per man of production workers in selected 
industries and countries, 1970 

(In U.S. dollars). 
: 

Industry 
United : : West : : United :Belgium- . M . 

. States : Canada : Germany : France : Kingdom :Luxembouxg exico Brazil 

: : : : 
: : : : 

All Manufacturing-------------: 44,764 : 37,593 : 21,951 : 20,567 : 14 ,945 : 18,523 : 12,932 : 11,148 
Food--------------------------: 87,123 : 60,803 : 46,240 : 41,595 : 15,503 : 31,361 : 13,301 : 18,023 
Paper-------------------------: 47,558 : 42,104 : 20,435 : 20,196 : 16,545 : 22,531 : 18,119 : 10,957 
Chemicals---------------------: 88,840 : 71,128 : 37,739 : 44,032 : 32,151 : 35,732 : 26,998 : 24,449 
Rubber------------------------: 35,869 : 39,124 : 14,927 : 26,486 : 11,618 : 13,726 : 20,544 : 14,520 
Metals------------------------: 43,453 : 41,219 : 22,511: 21,850: 17,260 : 23,744 : 12,230 : 10,429 
Non-electrical machinery------: 42,775 : 37 '781 : 20,011 : 15,335 : 13,745: 15,571 : 8,458 : 10,529 
Electrical machinery----------: 38,905 : 30,769 : 17,943 : 24,630 : 16,030 : 12,736 : 10,690 : 12,071 
Transportation equipment------: 59,518 : 53,821 : 22,258 : 23,745 : 16 '771 : 21,158 : 15 ,377 : 14,222 
Textiles and apparel----------: 23,134 : 20,364 : 14,501 : 10,745 : 10,896 : 11,060 : 7,723 : 6,312 
Lumber, wood, and furniture---: 26.224 : 23,584 : 19,043 : 13,172 : 11,278 : 10,619 : 4,395 : 5,465 
Printing and publishing-------: 39,317 : 30,886 : 14,710 : 17,705 : 16,621 : 13,462 : 10 ,165 : 7,271 
Stone, clay, and glass--------: 35,596 : 33, 776 : 18,424 : 15 ,410 : 13,985 : 12,531 : 7,964 : 6,08:1 
Instruments-------------------: 44~848 : 30,855 : 12,864 : 17 ,333 : 12,951 : 16,700 
Other-------------------------: 34,549 : 24 ,290 : 22,615 : 13,229 : 12,ll6 : 20,242 : 28,052 : 9,000 

: : : : : : 
-

Source: Tables A-1 through A-16. 
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~able A-64.--Sales per man (for all employees) of U.S.-based MNC's 1966 1f (manufacturing) 

--~ . (In dollars) 

.:.1dustry 
United 
st~tes 

Canada 
United : Belgiuin

Kingdom :1uxembourg France 
West 

Germn.ny Brazil Mexico 

-----~-------------------------------------~------------------------------------------------------------------------------------------. . . . . . . . . . . . . . 
All inanufa.cturing-----: . ·.27 ,845 : 26,583 : ,ill,223 : .·15,297 : .18,927 : '16,674 : .10,250 : . 14,925 

F0od produc:ts---------------: 46,684 : 34 ,083 : 23 ,868 : 29,000 : 31,333 : 27,563 : 13,200 : 17,500 
Pu~er and &.llied products---: 28,764 : 24,ooo : 24,750 : 18,ooo : 'jJ 16, 733 : 12,400 : 12 ,000 : 20,333 
::her!icals-------------------: 33,065 : 29 ,877 : 17,597 : 26,625 : 27,824 : 19,435 : 4/ 13,926 : 17,000 
}\'..i'!)t~~----------------------: y 27 ,500 : 21~130 : 26,800 : 28,000 : 24,500 : 16,ooo : - 16,500 : 18,750 
Prirn~ry·a.nd fabricated : 
m~t~ls--------------------: 27,258 : 29,688 : 13 ,220 : 15,250 : 13,154 : 16,385 : 10,000 : 10,500 

NCYJt:. J..ectrical machinery-----: 23,570 : 25,914 : 13,824 : 15 '778 : 19,756. : 17,706 : 8, 769 : 13,750 
:Clr-:ctrical ·machinery--------: 20,315 : 18,436 : 7,940 : 9,167 : 13,773 : 8,870 : l.:J 10,087 : 12,250 
Transportation equipment----: 28,592 : 33,376 : 14,o;r.8 : 12,667 : 16,088 : 22,500 : 13,571 : 20,455 
'i'extiles and apparel--------: 19,643 : 14,923 : 14,ooo : 12,000 : 12,500 : 7,333 : l.:J 9 ,053 : 8,000 
r.u1:•ber, Yood, and furni- : : : : : : : : 

ture----------------------: 25,262 : 18,923 : 5,000 : 0 : 16,ooo : NA : l.:J 5 ,ooo : 3,000 
f'ri.nting a~d publishing-----: Y 15,000 : 24,ooo : 13,000 : 3,000 : 28,000 : 3,500 : l.:J 11,500 : 0 
Stone, c~ay, and glass------: 23,240 : 20,250 : 12,667 : 14,ooo : 'jJ 13,211 : 11,727 : 6,500 : 8,250 
Instrt,;Jllents-----------------: 27,653 : 23,133 : 10,675 : 'jJ .13,806 : 14,308 : 13,286 : 8,800 : 10,000 
Other n;&.r.ufactu::-ing---------: 48,360 : 20,688 : 9,933 : 'jJ 10,000 : 11,000 : 7,600 : l.:J 14,571 : 10,500 

lf Figures for the United States.are based on the sample of firms which reported as parents in 1970. Other figures 
refer to all majority-owned affiliates. · · 

?:./ 'l'his figure was suppressed by the source agency for reasons of confidentiality. The nu:nber shown is a Tariff 
Co~'l!ission estinate. 

'3/ E.C. average. Individual country data not available. 
!j_/ Latin America average. Individual country data not a.va.ilable. 

Source: International Inve$tment Division, Bt~reau of Econcmic Analysis, U.S. Department of Commerce. 
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Table A-65.--Estimated sales per man (for all employees) of U.S.-based MNC's, 1970 Y (manufacturing) 

(In dollars) 
- -------~------

United · United : Belgium- : : West 
Industry : States : Canada '. Kingdom '.Luxembourg : France . . Ercczil : Mexico · Germany · 

: . . 
: : : 

All manufacturing-----: 32., 798 : . 37.2405 : ,192930: :19 2539 : ._?5,219 : ~.,22,054 : . 13,648 : ... 16,261 
: : : 

Food products---------------: 54,929 : 37 ,929 : 23,465 : 23,667 : 33,286 : 32,526 : 16,ooo : 23,000 
Paper and allied products---: 31,643 : 32,205 : 23,500 : 17,200 : 16,875 : 13,600 : 12,750 : 23,600 
Chemicals-------------------: 38, 728 : 41,078 : 24,391 : 44,615 : 35,870 : 36 ,240 : 16,353 : 25,120 
Rubber----------------------: y 32,500 : 33, 762 : 10 ,429 : 17,800 : 25,000 : 18,ooo : 22,875 : 19,250 
Primary and fabricated 

metals--------------------: 31,319 : 36 ,154 : 13,915 : 21,667 : 15 ,923 : 20 ,351 : 13,500 : 12,167 
Nonelectrical machinery-----: 27 ,613 : 33,308 : 16,110 : 17 ,077 : 29 ,810 : 25,574 : 14,095 : 12 ,923 
Electrical machinery--------: 25,065 : 26 ,319 : 10,419 : 11,571 : 15 ,933 : 15,052 : '11 11,433 : 11,048 
Transportation equipment----: 35 ,180 : 59 ,882 : 18,221: JI 19,7~ : 23,714 : 22,200 : 14,512 : 23,231 
Textiles and apparel--------: 24,671 : 22,905 : 16,400 : 13,857 : 26,000 : 8,167 : '11 11,846 : 12,800 
Lumber, wood, and furni-

ture----------------------: 31,269 : 22,200 : 9,000 : 0 : N.A. N.A. : '1f 4,667 : 11,000 
Printing and publishing-----: N,A. : 26 ,333 : 10,000 : 2,200 : 9,400 ; 4,200 : '11 11,000 : 0 

26 ,464 : 29,357 : 22,000 : 17,385 : 9,875 : 8,400 Stone, clay, and glass------: 12,909 : JI 16,759 : 
Instruments-----------------: 31,466 : 33,050 : 17,429: JI 24,220: 39 '778 : 17,955 : 18,400 :'11 10,595 
Other manufacturing---------: 51,687 : 35 '789 : 60,037 : JI 32,720 : 42,000 : 45,600 : 11,000 : 15 ,8o8 

!/Figures· for the United 3tates·are based on the S8Jllple of firms which reported as parents in 1970. Other figures 
refer to all majority-owned affiliates. · 

2/ This figure was suppressed by the source agency for reasons of confidentiality. The number sr.cwn is a Tariff 
Cc~nission estimate. 

3/ E.C. average. Individual country data not available. 
"ijj Latin America average. Individual country data not available. 

Source: Intern'iticnal Investment Divi~ion, Bureau of Economic Analysis, U.S. Department of Corrz:erce. 
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T~~ie A-66.--All i:ria.huf'acturing: Sales per man, all emp+oyees; 
comparison of all-firm and MNC data, 1966 and 1970 

Va.l.'ue Value MNCs.-. as MN Cs 

Country and. year for for percent :as percent 
ali MNCs of all of U.S. 

fj..tins firms MNC value .. . 
United States: : 

1966---·-~---.;. __________ : 

1970--~---------------~-: 

: 
Canada: : 

1966-...;..:.·;;.. ____ ;,.. __ . ____ .:. ... ~--: 

1970---0:.----------------: . .• 
United Kingdom: : 1966---.;;.;';;.. __________ -' __ .;..: 

1970----.;.. ____ .:;;. _______ --·: 
.. . 

Belgium-Lti:X:embourg·: : 1966-·;...;.:. ________________ ·: 

1970---· --------------~~·: 
-: 

·France: ·: 
2966---:..:.-;:.. ___________ ;.;.~...;·: 
1970---...;.;.. _____ .,:. ______ ~~...;: 

.. . 
·west Germany: ·: 

2966---...:.------------------: 
1970---.;,;;.;: ________ ..; ____ ""'_ .. : 

.. . 
-Brazil: 

1966---~---------------: 
1970-------------------: 

Mexico: 
1966--~~~---------------: 
1970-~-.;;.;---------------: 

Dollars Dollars 

28 ,5.51 : 11 27,845 . . 
33 ,138 : y 32,798 : 

. . . . 
2'0 ,206 : 26,583 : 
26,630 : 37,405 : 

. : 
9,.96b ,; ll:,223 : 

10 ;95'4 : 19~,'930 . . . .. .. . . . 
·9.,3·50 : 15,297 : 

.14,;:841 : 19,539 : . .. ... . : . 
.i2,122 .: 18.,927 . 
17 ,ilrb .; ·25 ,219 .: 

. . .. . 
: 

ll·S0"9: 16.;674 : 
T6,46b : :22.;054 :: . .. 

:1 ,154: 10 ,250 : 
·9 ,135: 13,648 : .. . 

: ' . . 
·7 ,935: 14 ;g2·5 : 

.10 ,280: 16;261.: 

'. 

98 100 
99 100 

132 95 
140 114 

: 
113 : 40 
182 : 61 

164 : 55 
132 : 60 

: 
68 156 : 

147 .. 77 
. 
·• 

·• 
145 : 60 
134 .: 67 

·• 

143.: 37 
149: 42 

. 
188 : '54 
·158 : 50 

.. . .. 
1./ U.S. :figures for MNCs ·are ·based ·on the ·sample "of 'firms .which.r,epor.ted 

as parents in 1970. 

Source: Tables A-1 through A~l6 for national ·all-firm figures; ·tables 
A-64 through A-65 for MNC f'.igures. 
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Table A-67.-- Food products: Sales per man, all employees: comparison 

of all-~irm and MNC data, 1966 and 1970 

Country a.'1d year 

United States: : 
1966-------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

UniteQ Kingdom: : 
J.966-------·------------- : 
197 0-------------------·-: 

Belgium-Lu.xembcurg: : 
1966--------------------: 
1970-------------------: 

France: : 
1966--------------------: 
1970-------------------: 

West Ger:r.lany: : 
1966----~---------------: 
1970--------------------: 

Brazil: 
1966-----·--------------: 
1970-------------·-------: 

Mexico: 
1966--------------·-------: 
1970---------------------: 

Value 
for 
all 

firms 
Dollars 

:48,566 
59,570 

28,677 
38,054 

11,633 
11,928 

16,631 
24,148 

27,500 
37,417 

24,287 
32,263 

10,450 
13,517 

8,322 
10,913 

Val.l~e 

for 
MN Cs 

Dollars ---: 
:.y 46,684 
: y 54,929 
" 

34,083 
37,929 

23,868 
23,465 

29,000 
23,667 

31,333 
33,286 

27,563 
32,526 

13,200 
16,ooo 

17,500 
23,000 

. MNCs as MN Cs 
percent :as percent 
of a1l of U.S. 

firms r.'.:NC v~~ . .lue ---
: 

96: 100 
·,:92: 100 

119: 73 
100: 69 

: 
205: 51 
197; 43 

174; 62 
98: 43 

: 
114: 67 
89: 61 

113: 59 
101: 59 

126: 28 
118: 29 

: 
210: 37 
211: 42 

.. 
Y U.S. figures for MNCs are based on the sample of firms which reported 

as parents in 1970. 

Source: Te.bl es A-1 through A-16 for national all-firm figures; tables A-6~ . 
through A-65 ~or MNC ~igures. 
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Table A-68.--Paper and. allied products: Sales per man, all employees; 
· compar1son of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: 
1966--------------------: 
1970--------------------: 

Canada: 
1966--------------·-·-----: 
197 0------------------·--: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970---------~---------: 

France: : 
1966--------------------: 
1970-------------~--~---: 

West Germany: 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
197 0----·----------------: 

Value Value 
for for 
all MN Cs 

firms 
Dollars Dollars 

32,203: 1/ 28, 764 : 
37 555: '1/ ' - 31,643 : 

25 ,000 : 24,ooo : 
. 31,612: 32 ,205 : 

10 ,627 : 24, 750 : 
ll ,658 : 23,500 : 

12 ,182 : 28,000 
17' 703 : 17,200 

13,400 16,733 
16,248 16,875 

11,830 .. 
12,400 . 

16,310 13,600 

7,354 12,000 
9,000 12,750 

11,167 20,333 
14,202 23,600 

- ··-·-
· MNCs afl MN Cs 

percent :as percent 
of all 

firms 

89 : 
84: 

96 : 
102 : 

233 
202 

148 
97 

125 
104 

105 
83 

163 
142 

182 
166 

of U.S. 
MNC value 

100 
100 

83 
102 

86 
74 

63 
54 

58 
53 

43 
43 

42 
40 

71 
75 

1/ U.S. figures for MflCs a.re based on the sample of firms which reported. 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; ta~les A-64 
through A~6S for MNC figures. 
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Table A-69.--Chemicals: Sales per man, all employees; comparison of 
all-firm and MNC data, 1966 and 1970 

-------------·--------
Valut~ MNCs 

Country and year for 
all 

firns 

for 
MNCs 

percent :as percent 
of all of U.S. 

:i:'i rms .Mi\TC val~ 

Dollars Dollars 
United [-itates: 

1966--------------------: 
1970~------------------: 

. 49,587: y 33,065: 67: 100 

Canada: : 
1906---------------------: 
197 0----------------------: 

United Kingdom: : 
1966--------~-----------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966----------------·----: 
1970----------·---------: 

France: 
1966---------------------: 
1970--------------------: 

West Ger.many: 
1966------------7-------: 
1970--------------------: 

Brazil: 
1966---------------------: 
1970--------------------: 

~vlexico: 

1966------------·------·--: 
1970----·---·---·----------: 

-·-----

56,097: 

27 ,932: 
. 34 ,244: 

: 
18,174: 
19,371: 

13,251 : 
21,894 : 

19 ,692 : 
23,808 : 

17 ,006 : 
23,147 : 

14,374 
17,408 

11,608 : 
17 ,202 : 

J/ 38, 728: 69: 100 

29 ,877 : 107: 90 
41,078: . 120: 106 

: 

17,597: 97: 53 
24,391 : 126: 63 

26,625 : 201 81 
44 ,615 : 204 115 

27,824 141 84. 
35 ,870 151 93 

19,435 114 59 
36,240 157 94 

13,926 97 42 
16,353 94 42 

17,000 146 51 
25,120 146 65 

------··-------1./ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables 
A-64 and A-65 for MNC figures. 
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·Table A-70.--Rubber: Sales per man, all employees; comparison of 
· all-firm ~ MNC date., 1966 and 1970 

value Value 
-~Cs; as M:NCs 

Countr-,r e.nd year for for percent : as percent 
all MNClf of' all of U.S. 

firms firms MNC va.lue 
Dollars Dollo.rs 

United St.ates: 
1966--------------------: 24 ,351: 11 27 ,500: 113: 100 
1970--------------------: 28,100: 1/ 32,500: ll6: 100 .. : 

Canada: : 
1966--------------------: 17 ,927: 21,130 : ll8: 77 
J.9~(0--------------------: 26 ,152: 33, 762 : 129 : 104 

: 
United Kingdom: : : 

1966--------------------: 8,000 : 26 ,Boo : 335 : 97 
1970--------------------: 8,910 : 10,429 : 117 : 

32 . : : 
Belgium-Luxembourg: : 

1966--------------------: 8,488 : 28,000 : 330 102 1970--------------------: 10 ,676 : 17,800 : 167 55 
France: : 

1966--------------------: 12,217 : 24,500 201 89 1970--------------------: 19,516 : 25,000 128 77 

·west Germany: 
1966--------------------: 11,303 16,ooo 142 58 
1970--------------------: 14,086 18,ooo 128 55 

Brazil: 
1966--------------------: l0,6SO 16,500 154 60 
1970--------------------: 12,517 22,875 183 70 

Mexico: 
1966------------------~-: ll,ll7 18,750 169 68 
197 0---··----------------: 16,692 19,250 115 59 

1/ U.S. figures fo!' MNC s a.re based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; ·tables 
A-64 and A-65 for MNC figures. 



Table A-71.--Primary and fabricated metals: Sales per man, all employees; 
comparison of all-firm and MNC data, 1966 and 1970 

C0unt.ry nnd year 

Uni terJ States: 
1966--------------------: 
1970-·----------------··--: 

Canada: 
J.966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--·------------------: 
1970--·------------------: 

Be.lg:i.rnn-Luxembourg: ; 

1966--------------------: 
19 '(0--------------------: 

France: : 
1966---·----------------- : 
1970------·-----------·---: 

Wesc Gerna.rly: 
J966--------------------: 
1970--------------------: 

Brazil: 
1966---------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
19"(0-·---·--·--------------: 

Valt;e 
for 
all 

finns 
Dollars 

.30' 554 
34,143 

20,715 
30,935 

11,667 
13,088 

13,897 
19,748 

9,802 
16,316 

11,407 
17,703 

6,986 
8,836 

Value 
for 

MNC~ 

Dollars 

:y .. 27 ,258 
1/ 31,319 

29,688 
36,154 

13,220 
13,91·5 

15,250 
21,667 

13,154 
15,923 

16,385 
20,351 

: 
: 10,000 
: 13,500 

: 
8,347 10,500 
9,906 ; 12,167 

!·i~!Cs AS 

percc-!nt : us percent 
of all of U.S. 

firri1s MNC value -------

89 100 
92 100 

143 109 
117 115 

113 48 
106 44 

110 56 
110 69 

134 48 
98 51 

148 
,. 

60 
115 65 

143 37 
153 43 

126 39 
123 39 

)..) U.S. figures for NNC s are based on the se.mple of firms which reported 
ae parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 



Table A-72.--Nonelectrical machinery: Sales per man, all employees; 
com~ariso~ of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

· Canada: : 
1966--------------------: 
1970--------------------: 

.United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--~-----------------: 

West Germany: : 
1966--------------------; 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: : 
1966--------------------: 
1970--------------------: 

Value Value 
for fo.r 
all MNCs 

firms 
Dollars Dollars 

25,848 :1) 23,570 
29,557 1/ 27,613 

17,906 25,914 
21,950 33,308 

8,155 13,824 
9,304 16,110 

7,800 15,778 
11,509 17,077 

: 
10,328 : 19,756 
14 ,819 : 29,810 

9,294 17,706 
13,774 . 25,574 

5 ,449 ; 8 '769 : 
8 ,364 : 14 ,095 : 

: 
6,027 ; 13,750: 
6,597 : 12,923 : 

MNCs as 
percent 
of all 

firms 

91 
93 

145 
121 

170 
173 

202 
148 

191 
201 

191 
186 

161 
169 

228 
211 

.MNCs 
:as percent 

:· 

of U.S. 
.MNC value 

100 
100 

110 
121 

59 
58 

67 
62 

84 
108 

75 
93 

37 
51 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table A-73.--Electrical machinery: Sales per man, all employees; comparison 
of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966---------------------: 
1970--·-----..:.---------·---: 

Cana.da.: : 
1966------------·---------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgiwn-I;t;}:embourg: : 
1966--------------------: 
1970------------------··-: 

Fra.nce: : 
1966----·----------------: 
1970--------------------: 

West Germany: : 
J 966---------------·-----: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
J.966--------------------: 
1970--------------------: 

v~ 
for 
ell 

firms 

Value 
for 

MN Cs 
·-------

Dolla1·s DolJ.ars ----
22,553 :y 20,315 
26,156 : 1/ 25,065 

14,756 
18,737 

9,556 
10,384 

6,246 
9,198 

11,104 
15,536 

8,497 
12,683 

7 ,663 : 
9,477 

7,553 
8,358 

18,436 
26,319 

7,940 
10,419 

9,167 
11,571 

13,773 
15,933 

8,870 
15,052 

10,087 
11,433 

12,250 
11,048 

---------------------

r.:r-rcs as J.:.::rcs 
percent :as percent 
of all of l1. S. 

90 100 
96 100 

125 91 
140 105 

83 39 
100 42 

147 45 
126 46 

124 68 
103 64 

104 44 
119 60 

132 50 
121 121 

162 60 
132 46 

±./ U.S. figures for MNCs are based or,. the SG!mp.le of fi:-ms wJ:;ich reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table A-74.--Transportation Equipment: Sales per man, all employees; 
comparison ~f all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966----..:._--------------: 
197 0---------------------: 

Canada: : 
1966--------------------: 
197 0----------------------: 

United Kingdom: : 
1966--------------------: 
1970---------------------: 

Belgium-Luxembourg: ; 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Gernany: : 
1966--------------------- : 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
1970--------------------: 

Value 
for 
all 

firms 
Dollars 

37,876 
42,395 

26,616 
39,126 

10,886 
11,896 

12,212 
17,117 

15,419 
21,353 

12,695 
17,714 

9,478 
11,561 

9,766 
11,463 

Value .. for 
MNCs 

Doliars 

:1; 28,592 
=-l/ 35,180 

33,376 
59,882 

14,078 
18,221 

12,667 
19,720 

16,088 
23,714 

22,500 
22,200 

13,571 
14,512 

20,455 
23,231 

: 
.. 

l1E·JC s af:' MKCS' 
percent :as percent 
of all of U.S. 

firms 

.· . 
.< 

.:75 
,.83. 

12_5 
. 153 

129 
153 

104 
115 

104 
111 

177 
125 

143 
126 

209 
203 

.. 

MNC value 

100 
100 

117 
170 

49 
52 

44 
56 

56 
67 

79 
63 

47 
41 

72 
66 

1/ U.5. figures for MNCs are: based on the sample of firms which reported 
as parents in 1970. 

Source: 'I'ables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table A-75.--Textiles and apparel: Sales per man, all employees; 
eompat.Pisou of all-firm and MNC data, 1966 and 1970 

Country a..11d year 

United States: : 
1966--------------------: 
1970--------------------: 

~M~: : 
1966--------------------: 
19'(0---------------------: 

United Kingdom: : 
1966----=---------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970-·----------·---------: 

France: : 
1966---------------~----: 
197 0-------- ---·---------- : 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966-----------,---·------: 
1970--------------------: 

Mexico: : 
1966--------------------- : 
1970---------------------: 

Value 
fer 
all 

firms 
Dollars 

Value 
for 

MNCs 

Dollars 

.. 17 ,302 :y ..>19,643 
20,350 : 1/ 24,671 

12,975 
17,098 

7,519 
9,029 

6,881 
9,718 

8,641 
9,856 

8,890 
11,898 ~ 

. 
5 ,328 : 
6,609 : 

14,923 
22,905 

14,ooo 
16,400 

12,000 
13,857 

12,500 
26,000 

7,333 
8,167 

9,053 
11,846 

8,000 
12,800 

NNCs as 
perc€:nt 
of a.11 

firms 

114 
121 

115 
134 

186 
182 

174 
143 

145 
261; 

82 
69 

88 
208 

150 
194 

11~~Cs 

:as :percent 
of U.S. 
MIW vulue 

100 
100 

76 
93 

71 
66 

61 
56 

64 
lGS 

37 
33 

46 
48 

41 
52 

·~------~----~--~-~---±./ U.S. figures for ~mes are based on tr,e sample of firms which !"e:ported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table A-76.--Lumber, wood, and furniture: Sales per man, all employees; 
comparison of all-firm and MNC data 1966 and 1970 

·--·-· .. -------------=~-----------Value Value r,.;:rrcs ns 
-------·--· 

Co;.mtry and year 

United States: . 
1966--------------------: 197 0-·_: ___________________ : 

c~~a: : 
1966--------------------: 
1970--------------------: 

United Kingdcm: : 
1966---------------------; 
1970-------------------: 

Belgium-Luxembourg: ; 
1966--------------------·: 
1970--------------------: 

France; : 
1966--------------------: 
1970-------------------: 

West Germany: 
1966--------------------; 
1970---------·-----------: 

Brazil: 
1966--------------------: 
1970-----------·---------: 

Mexico: 
1966--------------------: 
197 0----·----·------------: 

for for percent :as percent 
of U.S. 
MNC value 

all MNCs of all 
firms 
Dollars Dollars 

18,250 :1/ 25,262 
22,434 -1/ 3i,269 

14,972 
19,930 

7,953 
9,000 

6,406 
9,369 

6,711 
11,000 

10,414 
15,273 

3,545 
4,638 

2 ,959 ; 
4 ,057 : 

18,923 
22,200 

5,000 
9,000 

0 
0 

16,ooo 
N.A. 

N.A. 
N.A. 

5,000 
6,000 

3,000 
4,667 

firms 

138 
139 

126 
111 

63 
100 

- . 

238 

- : 
- . 

141 
129 

101 
115 

100 
100 

75 
71 

20 
29 

63 

20 
19 

12 
15 

1./ U.S. figures for MNCs are based on the sample of firms which reported 
as par~nts in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures;· tabl~s A-64 
and A-65 for MNC ·figures. 
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Table A-77.--Printing and publishing: Sales per man, all employees; 

comparison of all-firm and MNC data, 1966 and 1970 

C01.m.try and year 

United States: 
1966--··------------------: 
19'TO-·------------··-----·---: 

Canada: 
1966--------------------; 
1970--------------------: 

United K~o.ngdom: : 
1966--------------------: 
1970--------------------: 

Belgi-w:i-Luxembourg: ; 

1966--------------------: 
1970--·-·-----------------: 

France: : 
1966--------------------: 
1970--------------------: 

\·Test Germany: 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

~-;ezic: o: 
1966--------------------: 
197 0-·····--·----------------: 

for 
all 

firms 
Dollars ---

19,852 
23,810 

13,556 
17,672 

11,;;28 
11,744 

7,480 
9,522 

12,572 
14,795 

7,952 
11,558 

3,433 
5,296 

6,309 
7,480 

: 
:1/ 

for 
MN Cs 

Dollars 

15,000 
1/ N.A. 

24,ooo 
26,333 

13,000 
10,000 

3,000 
2,200 

28,000 
9,400 

3,500 
4,200 

: 
: 11,500 
: 11,000 

: 
: 0 
: 0 

: 
: 

as 
percent 
of ::ill 

finns 

76 
-

177 
149 

116 
85 

4o 
23 

223 
64 

44 
36 

335 
208 

:as per/Cent 
of U.S. 
tiiI'~C va.lue 

: 

·: 

100 
100 

160 

87 

20 

187 

23 

77 

-~~~~~~~~~-~~~ ~~~~~~~--~~~~~-11 U.S. figures for Ml:Cs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table A-78.--Stone, cl~, and glass: Sales per man, all employees; 
comparison of all-firm and MNC data, 1966 and 1970 

·-----.. -·-----------
Coa,."1.try c;.nd year: 

United States: : 
1966--------------------: 
197 0-----·-----.----------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom:· : 
1966--------------------: 
19~(0-·-------------------: 

Belgillm-Luxembourg: : 
1966-----------------·----: 
1970--------------------: 

France: : 
1966---------------------: 
1970--------------------: 

West Germany: ; 
1966--------------------: 
1970--------------------: 

Brazil: 
1966----·-···-------------- : 
1970--------------------: 

Mexico: 
1966--------------------: 
1970----~---------------: 

1/ U.S. figures for NNCs 
as parents in 1970. 

-··- ..... ~·- .. ···---~ ... _.__,._ -
VaJ.c:.•:? ;,·alu.e t:l.NCs !lS l·I~~Cs 

for for pe.ccent :as percent 
all r.mcs of aJ.l of U.S. 

firt'lS firms .Mrl'C val 'UC 

Dollars Dollars -·--
.23, 749 .:y .23,240 98 100 
28,343 : y 26,464 93 100 

19,454 20,250 10~ 87 
24,707 29,357 119 111 

9,596 12,667 132 55 
10,940 12,909 118 49 

7,810 14,ooo 179 60 
10,533 16,759 159 63 

9,654 13,211 137 57 
13,168 22,000 167 83 

10,106 11,727 116 50 
14,884 17,385 117 66 

3,971 6,500 164 28 
5,229 9,875 189 37 

5,114 8,250 161 35 
6,773 8,400 124 32 

are based :-.m -i;he sample of firms which reported 

Source: Tables A--1 through A-16 fo:::- nations.l all-firm figures; tables A-61,+ 
and A.·-65 for M .. ~c figures . 
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Table A-79.--Instruments: Sales per man, all employees; comparison of 
all-firm and MNC data, 1966 and 1970 

----------------------·------- -----
CouatrJ e.nd year 

United States: : 
1966----~-------------: 
1970------------~------: 

Cc:.nada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------· . . 
1970--------------------: 

BelgiUI:).-Luxemoourg: : 
1966--------------------: 
1970-------------------: 

France: : 
1966--------------~---~-: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: . 
1966--------------------: 
19'70--------------------: 

Mexico: : 
1966--------------------: 
197 0---·---------------- : 

Value Value MNCs e.s x1;;·:s 
for for percent : as percent 
all MNCs of all of U.S. 

firms 
Dollars Dollars 

. 
·24,400 :};/ i,27 ,653 
28,996 : 11 31,466 

13,807 
18,383 

8,113 
8,414 

6,527 
11,133 

11,917 . 
15,935 ; 

6,688 : 
9,515 ; 

NA 
NA 

NA 
NA 

23,133 
. 33,050 

10,675 
17,429 

13,806 
24,220 

14,308 
39,778 

13,286 : 
17 ,955 : 

8 ,800 : 
18,400: 

10,000: 
10,595: 

fi!'I'JS 

113 
109 

168 
180 

132 
207 

212 
218 

: 120 
250 

199 
189 

MNC value 

100 
100 

84 
105 

39 
55 

50 
77 

52 
126 

48 
57 

32 
58 

36 
34 

~-~----::---~---::-~:-:::-::---'-----:----:-~.:....------=------~=-------~ 
l/ U.S. figures for MNCs are besed. on the sample of firms which reported 

as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table·A-80.--0ther manufacturing: Sales-per man, all employees; 
comparison .of a.µ-firm and MNC ·data,. 1966 and 1970 

VaJ.ue Value MN Cs as ~mes 

Country and year for for percent :as percent 
all . MN Cs cf alJ. of U.S. 

firms firms : MNC value 
Dollars Dollars . 

United States: 
1966--···------....,--•------: 21,513: 11 48 ,360: 225: 100 
1970-----·---------------: 25 '759: y 51,687: 201 : 100 

Canada: : 
1966--------------------: 15 ,190: 20;,688: 136 : 43 
1970--------------------: · 19 ,207: 35 '789 : 186 : 69 . . 

United Kingdom: : 
1966---~----------------: 9 ,180 : 9,933 108 : 21 
1970--------------------: 9 ,479: 60,031 633 : 116 

BelgiUP1-Lu."\:e1r.bourg: : : 
1966----------·----------: 11,047 ; 10,000 91 21 
i91·c---------------------: 17 ,630-; 32 '720 186 63 

France: : 
1966---;...~·------------------ ; 9,491 ; 11,000' 116. 23 197 o:..-...;....;. ____________ ._ ____ : 

11,150 : 42,000 : 377 81 

West Germany: 
1966------------------~-: 13,261 7 ,600· 57 16 
1970--------------------·: 18,160 _: 45-,600 251 88 

Brazil: 
1966---------------------: 4,539 14,571 321 30 
1970-------------~------: 7 ,590 -: 11,000 145 21 

Mexico: 
1966---------------------: 12,454 10,500 84 22 
1970--------------------: 18,976 15,808 83 31 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-64 
and A-65 for MNC figures. 
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Table A-81.--Sales per production worker in U.S.-based MNC's, 1966 1f (manufacturing) 

Industry 
United 
States 

(In dollars) 

C:J.nada 
United 

Kingdom '.Luxembourg 
Belgium-

France 
West 

Germany Ere:.zil 

. . . . . . . . . . . . . . 

Mexico 

All manufacturing-----: 40,463 : 40,019 : 16,160 : 20 0 214 : 31,613 : 24.253 :· 17.493 : .24,719 

Food products---------------: 
Paper and allied products---: 
Chemicals-------------------: 
Rubber----------------------: '?} 
Primary and fabricated 

metals--------------------: 
Nonelectrical machinery-----: 
Electrical machinery--------: 
Transportation equipment----: 
Textiles and apparel--------: 
Lumber, wood, and furni-

ture----------------------: 
Printing and publishing-----: 
Stone, clay, and glass------: 
Instruments-----------------: 
Other manufacturing---------: 

70,337 
34,094 
52,336 
39,290 

36,935 
44,769 
27,132 
40, 739 
25,762 

30,981 
NA 

32,947 
44,530 
70,021 

49,576 
32,000 
·54,935 
32,400 

43,182 
46,969 
29,347 
45,554 
19,400 

24,600 
48,000 
32,400 
38,556 
27 ,583 

34,885 
19,800 
30,231 . 
53,600 

19,024 
21,956 
11,702 
21, 773 
19,600 

5,000 
30,333 
15,200 
15,815 
16,556 

58,ooo 
18,ooo 
53,250 
11,200 

20,333 
28,400 
11.000 
19,000 
12,000 

ll 17 ,929 
'l/ 20, 708 

40,286 
17,667 
59,125 
19,600 

19,000 
38,571 
23,308 
36,467 
12,500 

16,ooo 
14,ooo 
22,500 
37,200 
7,333 

49,000 
20,667 
44,700 
16,ooo 

23,667 
32,250 
11,333 
24,ooo 
13,200 

11,000 
10,500 
32,250 
23,250 
12,667 

: lJ.! 

: lJ.! 

22,000 
23,700 
24,455 
26,400 

18,333 
19,000 
10,769 
21,111 
11,467 

NA 

8,667 
: 4/ 5,200 
: ff 20,400 

: lJ.! 

26,250 
20,333 
37,091 
25,000 

15,750 
22,000 
21,000 
36,393 
10,667 

11,000 
6,667 

lJ.! 20,400 

Y Figures for the United States.are based on the sample of firms which reported as parents in 1970. Other fie;ures 
refer to all majority-o'.med affiliates. 

Y This figure was suppressed by the source agency for reasons of confidenti.ality. The number sho· .. -n is a Tariff 
Commission estimate. 

3/ E.C. average. Individual country data not available. 
Tjj Latin America average. Individual country data not available. 

SQurce: Internationai Inv·estment Division, Bureau of Economic Analysis, U.S. Department of ConT.le1·ce. 
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Table A-82.--Estimated sales per production worker in U.S.-based MNC's, 1970 1/ (manufacturing) 

L!dus try 

All r.:anufacturing-----: 

:"'ood prociucts---------------: 
Paper and :allied products---: 
Chemicals-------------------: 

United 
~)te.tes 

Canada 

(In dollars) _______ _ 

United Belgium-
France 

West 
Kingdom : Luxern.bourg Germany · 

~-~-~~~~~~ 

Brazil Mexico 

. . . . . . . . . . . , . . . 
49,768 : 55,107 : 28,218 : 34,438 : 37,165 : 32 2737 : 20,185 : ,,30 2 222 

79,732 : 54 ,462 : 32,548 : 35,500 : 46,600 : 51.,500 : 28,000 : 39 2·,·z·, 
43,686 : 40,486 : 28 ,200 : 28,667 : 27 ,000 :'j/27 ,625 : "=..! 24 '733 : li_,' 21·; 7J_; 
64,726 : 63,485 : 46,750 : 3/ 63,380 : 63,462 ·: 69;692 : 25,273 : 44sci~ 

Hubber----------------------: Ef 46,430 : 54,538: 24,333 : - 17,800 : 20,000 :1f23,333 : 36,600: '!!/ 25~5~' 
Primary a1:d fabricated 

metals--------------------: 43,ll6 : 64 ,828 : 24 ,222 : 26,000 : 23,000 : 28,293 ; 18,00Q ; i.6 ,;~t·.G 
Nonelectrical machinery-----: 53,121 : 58,514 : 23,781 : 27,750 : 54,435 : 47,000 : 29 ,600 : iE: ~ 66-r 
Electrical machinery--------: 36,722 : 39,478 : 14,933 : 27,000 : 20,783 : 21,293 : '!±.! 15,953 : 15 ~·4 :Sy 
Transportation equipment----: 51,273 : 85,677 : 21,136 : 3/ 26,068 : 23,714 : 27,750 : 20 2129 : 4/ 30 2 509 
Textiles snd apparel--------: 33,092 : 26,722 : 27,333 : - 16,167 : 26,000 : 9,800 : '!±.! 14,ooo : 'fjj 14,ooo 
Lumber, -.,·.::cd, and furni-

ture----------------------: 38,714 : 27,750 : 9,000 : 0 : 3/ 22,900 :3/22,000 : NA : 11,000 
Printing a::d publishing-----: NA : 19,000 : 24 ,000 : 11,000 : "'ii 28. 500 : ~··21, 000 : NA : 0 
Stone, clay, and glass------: 37;532 : 41,100 : 28,400 : 'l/ 23,143 : l./ 23 ,143 : 22,600 : 13,167 : 4/ 13,684 
Instruments-----------------: 51,658 : 38,882 : 20,914 : 'll 31,103 : l./ 31,031 : 19,750 : '!:.! 13,088 : 4/ 13,088 
Other manufacturing---------: 78,009 : 45,333 : 67 ,542 : 3/ 38,952. : 3/ 38,952 :3/38,952 : 27 ,500 : 4/ 18,882 - . - - -

1/ Figures for the Unitea States ·are based on the S8lllple of firms which reported as parent? in 1970. Other figures 
refer to all majority-owned affiliates. 

2/ This figure was suppressed by the source agency for reasons of confidentiality. The nu.mber shown is a Tariff 
Corunissio!'.! esti:r.iate. 

3/ E. C. a ·rerage. Individual country data not available. 
I/ Latir: /._'!Jerica average. Indi,:,idual country data not available. 

Source: International Investment Division, Bureau of Economic Analysis, U.S. Department of Cor.:,~erce. 
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Table A-83.--All manufacturing: Sales per production worker; comparison 
of all-firm and MNC data, 1966 and 1970 

~!~J-ue Value i-E·:cs as r.a:cs 
CCUL'1tz:,- and fer for percent : o.s percent y·ec:;:· 

all of all of U.S. MN Cs 
firms firms MNC value 
D~lla!'s Dollars 

Unitt~d States: 
1966------------------~: -37 ,571 :1; 40,463 108 100 
1970--------------------: 44,764 =-1/ 49,768 111 100 

·: -
Cana<l.a.: 

1956--------------------: 28,276 40,019 142 99 1970------·--------------: 37,593 55,107 147 111 

United. Lr.gdom: : 
1966---------------------; 13,157 16, 760 127 41 
1970--------------------: 14,945 28,218 189 57 .. 

Belgii.m1-Iiux~mc1ourg: ; 

1966--------------------: 11,509 20,214 176 50 
1970-----------~-------: 18,523 34,438 189 69 

France: : 
1966----~------~-------: 14,450 31,673 219 78 
1970-----------------~--: 20,567 37,165 181 75 

West Gerrn~1ny: : 
1966-------·-------------: ·15,036 . 24,253 161 60 
1970--------------------: 21,951 32,737 149 66 

Brazil: 
1966---------------------: 8,804 17,493 199 43 
1970--------------------: 11,148 20,185 181 41 

Me;dco: 
1966--------------------: 9,896 24,719 250 61 
1970----·----------------: 12,932 30,222 234 61 

1/ U cl fJ.' 7·i.lres +'o··· 1\.n,;r•s - .i.... 0 ~ .I,, ........ ..., are based on the sample of firms which reported 
us parents in 1970. 

Source: Tables A-1 through A-i6 for national all-firm figures; tables A-81 
and.A-82 for MNC figures. 
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Table A-84.--Food products: Sales per production worker; 
comparison of all-firm and MNC data, 1966 and 1970 

Value Value MNCS as MNCS 
Country and year for for percent :as percent 

all MNCs of all of U.S. 
firms firms MNC value 
Dollars Dollars 

United States: . . 
1966~--------------~--: 72~633 :y 70,337 97 100 
1970----~---------------: 87,123 : 1/ 79,732 92 100 

Canada: . . 
1966--------------------: 46,304 49,576 107 70 
1970--------------------: 60,803 54,462 90 68 

' . . 
United Kingdom: . . 

1966--------------------: 14,121 34 ,,885 237 50 
1970--------------------: 15,503 32,548 210 41 

Belgium-Luxembourg: . • 
1966--------------------: ,20,935 58,000 277 82 
1970-----------------~--: 31,361 35,500 113 45 

France: . ~ 

1966--------------~----· -: 30,556 40,,286 132 57 
1970--------------------: 41,595 46,600 112 58 

West Germany: . 
1966-------------~-----~: 33,682 49,QOO 145 70 
1970--------------------: 46,240 51,500 111 65 

Brazil: . . 
1966--------------------: 13,644 22,000 161 31 
1970-------~------------: 18,023 28,000 155 35 

Mexico: : 
1966--------------------: 10,032 26,250 262 37 
1970--------------------: 13,301 39,727 299 50 

: ' 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figures. 
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Table A-85.--Paper and allied products: Sales per production worker; 
comparison of all-firm .and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: : 
1966--------------------: 
1970--------------------: 

Mexico: : 
1966--------------------: 
1970--------------------: 

Value 
for 
all 

firms 
Dollars 

: ,40,568 
47,558 

33,037 
42,104 

14,388 
16,545 

14,951 
22,531 

16,590 
20,196 

14,506 
20;435 

9,289 
10,957 

14,062 
18,119 

Value 
fo_r 

MNCs 

Dollars 

.34,094 :y 
: 11 43 ,686 

32,000 
40,486 

19,800 
28,200 

18,ooo 
28,667 

17,667 
27,000 

20,667 
·27,625 

23,700 
24,733 

20,333 
24,733 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

firms MNC value 

84 
92 

97 
96 

138 
170 

120 
127 

106 
134 

142 
135 

255 
226 

145 
137 

: 

100 
100 

94 
93 

58 
65 

53 
66 

52 
62 

61 
63 

70 
57 

60 
57 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-~irm figures; tables A-81 
and A-82 for MNC figures. 
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Table A-86,--Chemicals: Sales per production worker; comparison of 
.all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
197 0----·---------------- : 

Value 
for 
all 

firms 
Dollars 

77,163 
88,840 

57,004 
71,128 

28,897 
32,151 

20,362 
35,732 

35,470 
44,032 

26,140 
37,739 

21,376 
24,449 

18,572 
26,998 

. 
Value. . . 
for . 

MN Cs 

Dollars 

:1/ 52,336 
:-y 64, 726 

54,935 
63,485 

30,231 . 46,750 . . 

53,250 
63,380 

59,125 
63,462 

44,700 
69,692 

24,455 
25,273 

37 ,.091 
44,857 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

firms 

68 
73 

96 
89 

105 
145 

262 
177 

167 
144 

171 
185 

114 
103 

200 
166 

MNC value 

100 
100 

105 
98 

58 
72 

102 
98 

113 
98 

85 
108 

47 
39 

71 
69 

1/ U.S. figures for MNC_s are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figures. 
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Table A-87.--Rubber: Sales per production worker; comparison 
of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970~------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970----------~--------: 

BelgiUill-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
1970--------------------: 

Value Value 
for fo_r 
all MNCs 

firms 
Dollars Dollars 

30,661 1/ 39,290 
35,869 1/ 46,430 

25,473 32,400 
39,124 54,538 

10,340 53,600 
11,618 24,333 

11,317 11,200 
13,726 17,800 

16,355 19,600 
26,486 20,000 

12,571 i6,ooo 
14,927 . 23,333 

: 
12, 714 : 26,400 
14,520 36,600 

14 ,822 : 25,000 
20 ,544 : 25,556 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

firms MNC value 

128 100 
129 100 

.. 
127 82 
139 117 

518 136 
209 52 

99 29 
130 38 

120 50 
76 43 

127 41 
156 50 

208 67 
252 79 

169 64 
124 55 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figures. 
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Table A-88.--Primary and fabricated metals: Sales per production worker; 
comparison of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
197 0----·----~---------- : 
1/ U.S. figure~ .for MNCs 

as parents in 1970. 

Value 
for 
all 

firms 
Dollars 

38 ,ooi+ 
43,453 

27,206 
41,219 

14,892 
17,260 

16,659 
23,744 

13,141 
21,850 

14,361 
22,511 

8,335 
10,429 

10,029 
12~230 

Value 
for 

MNCs 

Dollars 

1/ 36,935 
II 43,116 

43,182 
6l~ ,828 

19,024 
24,222 

20,333 
26,000 

19,000 
23,000 

23,667 
28,293 

18,333 
18,000 

15,750 
16,846 

.MNCs as .MNCs 
percent :as percent 
of all of U.S. 

firms 

97 
99 

159 
157 

128 
140 

122 
110 

145 
105 

165 
126 

220 
173 

157 
138 

MNC value 

100 
100 

117 
150 

52 
56 

55 
60 

51 
53 

64 
66 

50 
42 

43 
39 

are based on the sample of firms which reported 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figures. 
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Table A-89.--Nonelectrical machinery: Sales per production worker; 
comparison of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966---------------·----: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970---------.----------- : 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--.-----.,.------------: 

Mexico: 
1966--------------------: 
1970----·----------------: 

Value 
for 
all 

firms 
Dollars 

35,592 
42,775 

28,844 
37,781 

11,820 
13,745 

10,238 
15,571 

10,679 
15,335 

13,089 
20 ,011 

6,929 
10 ,529 

7 ,813 
8,458 

Value 
for 

MNCs 

Dollars 

1/ 44,769 
11 53,121 

46,969 
58,514 

21,956 
23 '781 

28,400 
27,750 

38,571 
54,435 

32,250 
47,000 

19,000 
29,600 

22,000 
18,667 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

firms MNC value 

126 100 
124 100 

163 105 
155 110 

186 49 
173 45 

277 63 
178 52 

361 86 
355 102 

246 72 
235 88 

274 42 
281 56 

282 49 
221 35 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figu~es. 
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Table A-90,--Electrical machinery: Sales per production worker; 

comparison of all-firm.and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: : 
1966--------------------: 
1970---'----------------: 

Value 
for 
all 

firms 
Dollars 

30 ,977 
38,905 

23,876 
30,769 

13,861 
16,030 

8,577 
12,736 

17,622 
24,630 

12,094 
17,943 

9,973 
12 ,071 

9,567 
10,690 

Value 
fo_r 

MNCs 

Dollars 

y .27,132 
1/ 36 '722 

29 ,347 
39 ,478 

11,702 
14,933 

11,000 
27,000 

23,308 
20,783 

11,333 
. 21,293 

10,769 
15 ,953 

21,000 
15,467 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

firms 

88 
94 

123 
128 

84 
93 

128 
212 

132 
84 

94 
119 

108 
132 

220 
145 

MNC value 

100 
100 

108 
108 

43 
41 

41 
74 

86 
57 

42 
58 

40 
43 

77 
42 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 
and A-82 for MNC figures. 
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Table A-91·--Transportation equipment: Sales per production worker; 
comparison of all-firm and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: ; 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: ; 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
197 0-----·---------------- : 

Value 
for 
all 

firms 
Dollars 

50,909 
59,518 

36 ,056 
53,821 

15 ,031 
16,771 

15,816 
21,158 

17,121 
23,745 

15 ,869 
22,258 

11,869 
14,222 

13,347 
15,377 

Value 
for 

MN Cs 

Dollars 

1/ 40,739 
y 51,273 

45,554 
85,677 

21,773 
21,136 

19,000 
26,068 

36 ,467 
23,714 

24,ooo 
27,750 

21,111 
20 ,129 

36 ,393 
30,509 

MNCs as Ml'iCs 
percent :as percent 
of all of U.S. 

firms 

Bo 
86 

126 
159 

145 
126 

120 
123 

213 
100 

151 
125 

178 
142 

273 
198 

MNC value 

100 
100 

112 
167 

53 
41 

47 
51 

90 
46 

59 
54 

52 
39 

89 
60 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A-81 . 
through A-82 for MNC figures. 
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Table A-92.--Textiles and apparel: Sales per production worker; comparison of. 
all-firm and MNC data, 1966 and 1970 

Country and year 

. •. 

United States: : 
1966~-----------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--~----------------: 
1970-----------------~~-: 

Belgium-Luxembourg: , 
1966--------------------: 
1970----------------: 

France: • 
1966--------· ------------: 
1970--------------------: 

West Germany: : 
1966-------------------; 
1970--------------------: 

Brazil: : 
1966--------------------: 
1970-------------------: 

Mexico: : 
1966--------------------: 
197 0----·-------------:--: 

Value 
for 
all 

firms 
Dollars 

Value 
fo_r 

MN Cs 

Dollars 

19,491 : !/ 25,762 
23 ,134 : .!/ 33 ,092 

15,620 
20,364 

9,233 
l0,896 

7,775 
11,060 

9,426 
l0,745 

l0,677 
14,501 

ll,~97 . 
6,312 ; 

. 
6,149 : 
7, 723 ; 

19,400 
26,772 

19,600 
27,333 

12,000 
16,167 

12,500 
26-,tioo 

13,200 . 
~9 ,:Boo • 

ll,467 
14,ooo 

10·,667 
14,ooo 

MNCs: as 
·percent 
of all 

firms 

132 
.143 

124 
131 

212 
251 

154 
146 

133 
242 

124 
68 

100 
222 

- .. MN Cs 
:as percent 

of U.S. 
MNC value 

100 
100 

75 
81 

76 
83 

47 
49 

49 
79 

51 
30 

45 
42 

: 173 41 
42 181 

1/ U.S. figures for. MNCs are based on the sample of firms ~hich reported 
as parents in 1970. 

Source: Tables A-l through A-16 for national all-firm figures; tables .Jl-81 . 
through A-82 for MNC fig).µ'es. 
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Table A-93.--Lumber, wood, and f'urniture: Sales per production worker; 
comparison of all-firm and MNC data, 1966 and 1970 

Value Value MN Cs as MN Cs 

Country and year for for percent :as percent 
all MN Cs of all of U.S. 

firms firms MNC value 
Dollars Dollars 

United States: : 
1966--------------------: 21,058 1/ 30,981 14-7 100 
1970--------------------: 26,224 :y 38,714 148 100 

Canada: : 
1966~-------------------: 17,651 24,600 139 79 
1970--------------------: 23,584 27,750 118 72 

United Kingdom: . 
1966--------------------: 9,775 5,000 51 16 
1970--------------------: 11,278 9,000 80 23 

Belgium-Luxembourg: ; 

1966--------------------: 7,134 0 
1970--------------------: 10,619 0 

France: : 
1966--------------------: 8,037 16,ooo 199 52 
1970--------------------: 13,172 22,000 167 57 

West Germany: ; 

1966--------------------: 12,694 11,000 87 36 
1970--------------------: 19,043 22,000 116 57 

Brazil: 
1966--------------------: 4,179 N.A. 
1970-------~------------: 5,465 N.A. 

Mexico: 
1966--------------------: 3,174 0 
1970--------------------: 4,395 11,000 250 28 

1/ U.S. figures for MN Cs are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for-.nat.ional all-firm figures; tables A-81 
through A-82 for MNC figures. 



Table A-94.--Printing and publishing: Sales per production worker; 
comparison C!f all-firm arid .MNC a.ata, 1966 and 1970 

Country and year 

United States: : 
1966--------------------: 
1970~-------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: 
1966--~----~-----------: 
1970--------------------: 

Mexico: 
1966------------------=--: 
197 0---~-~---~---··~·------ : 

VaJ.ue 
for 
all 

firms 
Dollars 

32,630 
39,317 

23,732 
30,886 

15,253 
16,621 

10 ,250 : 
13 ,462 : 

13 ,800 : 
17 '705 : 

9 ,994 ; 
ll+ '710 : 

: 
4 ,600 : 
7 ,271: 

8 ,472 ; 
10 ,165: 

Value 
for 

MN Cs 

Dollars 

1/ N.A. 
1/ N.A. 

48,ooo 
79,000 

30,333 
24,ooo 

0 
11,000 

14,ooo 
28,500 

10 ,500 : 
21,000 : 

0 . . 
N.A. 

0 : 
0 : 

MNCs as MNCs 
percent :as percent 
of all of U.S. 

202 
256 

199 
144 

82 

101 
161 

105 . 
143 ; 

·MNc value 

100 
100 

~--~- ~- ,. _____ _ 
1/ U.S. figures for MNCs ere based on the sample of firms which reported 

as parents in 1970. 

Source: T;,-:.bles A-1 through A-.,1.6 for nationcil all-firm figures~ tables A.,.81 . 
through A-82 for MNC figures. 
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Table A-95.--Stone, cl~, and glass: Sales per production ~orker; 
comparison of all-firm.and MNC data, 1966 and 1970 

Country and year 

United States: : 
1966~------------------: 
1970--------------------: 

Cana.a.a: : 
1966--------------------: 
1970------·------------: 

Uni tee. Kingdom: : 
1966----------~--------: 
1970-----------~-------: 

Belgi 1.nn-Luxembourg: : 
1966~------------------: 
1970--~------~-------: 

France: : 
1966------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: : 
1966--~----------------: 
1970-------~------------: 

Mexico: : 
1966-------~------------: 
197 0----·----------------: 

Value 
for 
all 

rirms 
Dollars 

29,978 
35,596 

26,155 
33,776 

11,963 
13,985 

9,205 
12,531 

11,345 
15 ,41.0 

12,183 
18,424 

4,644 
6,081 

5,945 
7,964 

Value 
for 

MN Cs 

Dollars 

-y 32,947 
y 37,532 

32,400 
1~1,100 

. 15 ,200 
28,400 

17,929 
23,143 

22,500 
23,143 

32,250 
22,600 

8,667 
13,167 

11,000 
13,684 

MNCe as 
percent 
of all 

firms 

110 
105 

124 
122 

127 
203 

195 
185 

198 
150 

265 
123 

187 
217 

185 
172 

MN Cs 
:as percent 

of U.S. 
MNC value 

100 
100 

98 
110 

46 
76 

54 
62 

68 
62 

98 
60 

26 
35 

33 
36 

lf U.S. figures for MNCs are based on the s~ple of firms which reported 
as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; tables 
A-81 through A-82 for MNC figures. 
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Table A-99.--Instruments: SaJ.es per production worker; comparison of 
aJ.1-firm and MNC data, 1966 and 1970 

Value : MN"Cs as MN Cs 
Country and year 

VaJ.ue 
for 
all 

firms 

for percent :as percent 

MNCs: of all of U.S. 
firms MNC value 

United States: : 
1966--------------------: 
1970--------------------: 

Canada: : 
1966--------------------: 
1970--------------------: 

United Kingdom: : 
1966--------------------: 
1970--------------------: 

Belgium-Luxembourg: : 
1966--------------------: 
1970--------------------: 

France: : 
1966--------------------: 
1970--------------------: 

West Germany: : 
1966--------------------: 
1970--------------------: 

Brazil: : 
1966--------------------: 
1970--------------------: 

Mexico: : 
1966--------------------: 
1970--------------------: 

Dollars 

35,501 
44,848 

22,892 
30,855 

11,779 
12,951 

9,790 
16,700 

12,991 
17,333 

8,803 
12,864 

N.A. 
N.A. 

N.A. 
N.A. 

Dollars 

y 44,530 
y 51,658 

38,556 
38,882 

15,815 
20,914 

20,708 
31,031 

37 ,200. : 
31,031 

23,~50 

19 '750· 

; 5 ,200 
13,088 

6,667 
13,088 

125 
115 

168 
126 

134 
161 

212 
186 

286 
179 

264 
154 

100 
100 

87 
75 

36 
40 

47 
60 

84 
60 

52 
38 

12 
25 

15 
25 

1/ U.S. figures for MNCs are based on the sample of firms which reported· 
as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; .tables 
A-81 thnough A-82 for MNC figures. 
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Table A-97·--0ther manufacturing: Sales per production workers; 
comparison of all-firm and MNC data, 1966 and 1970 

Value 
Count ey and yea;r for 

all 
firms 
Dollars 

United States: . . 
1966------------------~-: 28,042 . . 
1970--------------------: 34,549 : 

Canada: . . 
1966--------------------: 19 ,008 
1970--~-----------------: 24,290 

United Kingdom: ! 

1966--------------------: 11,215 .• . 
1970--------------------: 12,116 

Belgium-Luxembourg: : 
1966--------------------: 12, 715 
1970~------------------: 20,242 

France: . 
1966--------------------: 11,256 
1970--------------------: 13,229 

West Germany: . 
1966--------------------: 16,254 
1970--------------------: 22,615 

Brazil: : 
1966--------------------: 5,384 
1970-------~------~-----: 9,000 

Mexico: : 
1966--------------------: 16,606 
1970---·---------------: 28,052 

Value 
for 

MNcs-

Dollars 

11 70 ,021 
11 78,009 

27,583 
45,333 

16,556 
67,542 

0 
38,952 

7,333 
38,952 

12,667 
38,952 

20,400 
27,500 

20,400 
18,882 

MN Cs as 
percent 
of all 

firms 

250 
226 

145 
187 

148 
557 

-
192 

65 
~4 

78 
172 

319 
306 

123 
67 

MN Cs 
:as percent 

: 

of U.S. 
MNC value 

100 
100 

39 
58 

24 
87 

50 

10 
50 

18 
50 

29. 
35 

29 
. 24 

!/ U.S. figures for MNC's are based on the sample of firms which reported 
as parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; tables A~81 
and A-82 for MNC. figures. 
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Table A-98 .--Estimated average unit labor .costs Y, all employees , 
· selected industries and countries, 1966 

(In U.S. dollars) 

Industry 
United : : West : : United ·: . : . : 
States : Canada : Germany : France : Kingdom : Belgium-: Mexico . 

Food-------------------------: 
Paper------~---------------: 
Chemicals-------~-------------: 
Rubber------------------~-----: 
Metals------------------------: 
Non-electrical machinery-----: 
Electrical machinery----------: 
Tra.nsportat.ion- equipment-----: 
~extiles and apparel---------: 
I.Umber, wood,., and f'urni ture----: 
Printing a.nd _publishing------: 
Stone, cl8'Y,.and .glass---------: 
Instruments-------------------: 
Other-------------------------: 

. 0.12 
.21 
.15 
.26 
.23 
•. 29 
•. 29 
• 22 .. 
.24 
.27 
• 33 
. 26 
. 28 
•. 27 

1/ Equals wage cost per dollar of sales. 

Source: Tables A-1 through A-16 

0.16 
.• 24 
.22 
.30 
.28 
• 33 . 
• 36 
•. E4 
.40 
"'30 
.. -40 
.~8 
.38 
.27 

0.13 
.. 27 ! 

.• 25 . 
.31 
.34 
• 39 
.42 
.32 
. 28 
• 29 . 
.. 46 
• 4'5 .• 
• 53 
.23 

0.13 
.28 
.25 .. 
.35 
.42 
.43 
.40 
.28 . 
.35 
• 50 
.,.39 • 
.·41 .. 
• 37 
.43 

~uxembourg: 

0.35 
... 40 
.25 
.45 
.32 
• 47 .. 
.40 
.34 
.53 
.49 
.38 . 
..40 
.49 
• 34 

.0.24 
.30 
.38 
.46 
.28 
• 51 
.69 
.35 
• 38 
.51 
.50 . 
.48 
.63 
.26 

0.12 . 
... 16 

.. 16 
.18 
.19 . 
.24 
.17 . 
.17 
~21 

.24 

.22 
~25 

NA 
.12 

Brazil 

o.·os 
.1-1 
.09 
.10 
.15 
.20 
.15 
.15 
.06 
.18 
• 30 . 
.17 

NA 
.15 



Table A-99 .--Estimated average unit labor costs '!/, all employees, 
selected industries and countries, 1970 

(In U.S. dollars) 

Industry 

: 
Food--------------------------: 
Paper----------------------·---: 
Chemicals---------------------: 
Rubber------------------------: 
Metals------------·------------: 
Non-electrical machinery------: 
Electrical machinery----------: 
Transportation ~quipment------: 
Textiles and apparel----------: 
Lumber, wood,and :furniture----: 
Printing and publishing-------: 
Stone, clay, and glass---------: 
Instruments-------------------: 
Other-------------------------: 

: 

United 
States Canada 

.. ·----~-- ---·- : 

0.12 : 0.17 : 
.22 : .27 : 
.16 : . 25 : 
.26 : . 32 : 
.25 : .27 : 
. 30 : .41 : 
. 31 : .40 : 
.22 : .23 : 
.25 : .29 : 
.27 : . 31 : 
• 34 : .44 : 
.27 : ,33 : 
.29 : .41 : 
.27 : • 31 : 

: : 

1/ Equals wage cost per dollar of sales. 

SoUl'.'ce: Tables A-1 through A-16 

West 
Germany 

0.14 : 
. 30 : 
.28 : 
.34 : 
,34 : 
.42 : 
.43 : 
. 37 : 
.J2 : 
. 30 : 
.50 : 
.46 : 
.55 : 
.25 : 

: 

France 

0.13 : 
,33 : 
. 29 : 
.30 : 
.34 : 
. 52 : 
.58 : 
.28 : 
.42 : 
.41 : 
.46 : 
.41 : 
.48 : 
. 50 : 

: 

United : Belgium..; Mexico 
Kingdom Luxembourg: 

J.38 : 0.22 : 0.12 : 
,39 : . 28 : .22 : 
.26 : .30 : .15 : 
.49 : . 51 : .18 : 
.31 : .27 : .20 : 
.46 : .48 : .26 : 
.42 : .62 : .17 : 
. 38 : . 34 : .18 : 
.47 : ,36 : .22 : 
.46 : .47 : .23 : 
. 39 : . 57 : .21 : 
• 38 : .46 : .25 : 
,53 : .50 : NA : 
.44 : . 21 : .11 : 

: : : 

Brazil 

0.07 
.12 
.09 
.09 
.14 
.18 
.15 
.16 
.13 
.15 
.26 
.16 
NA 

.12 



790 

Table A-100.--Estimated average unit labor costs ~ of production workers in selected 
industries and countries, 1966 

______________________ _.__n U .• S. dollars) 

Industry United 
States 

Canada 

Food--------------------------: 
Paper-------------------------: 
Chemicals---------------------: 
Rubber------------------------: 
Metals ------··-----------------: 
Non-electrical machinery------: 
Electrical machinery----------: 
Transportation equipment------: 
Textiles and apparel----------: 
Ltnnber, wood,and furniture----: 
Printing and publishing-------: 
Stone, clay,and glass---------: 
Instruments-------------------: 
Other-~-----------------------: 

0.07 
.15 
.08 
.18 
.17 
.19 
.18 
.14 
.19 
• 21 
.19 
.19 
.16 
.16 

1/ Equals wage cost per dollar of sales. 

Sources: Tables A-1 through A-16 

0.08 
.17 
.09 
.20 
• 21 
.19 
. 20 
.16 
.20 
.23 
. 22 

·?Q 
.18 
• 20 

West 
Germany 

').08 
.20 
.13 
.23 
.25 
.25 
.25 
.24 
• 21 
. 23 
. 34 
.35 
. 34 
.17 

France 

0.09 
.18 
.10 
.19 
.26 
,33 
.19 
• 21 
.25 
.35 
.29 
.29 
.27 
.27 

United : Belgium-: Mexico 
Kingdom tuxembourg: 

0.19 
.23 
.10 
.28 
• 20 
.25 
. 21 
.21 
.30 
.28 
.22 
.25 
.25 
.21 

J.16 
.22 
.21 
.31 
.21 
,35 
.41 
.24 
.30 
.43 
.34 
.38 
.37 
.20 

0.06 
.07 
• 0~
. 08 
.10 
.12 
.08 
.06 
.13 
.16 
.12 
.13 
NA 

.05 

Brazil 

O.o4 
.08 
.05 
.07 
.11 
.14 
.10 
.10 
.05 
.13 
.2Q 
.13 

NA 
.. ll 
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Table A-101.--Estimated average unit labor costs l/ of production workers, in selected 
industries and countries, 1970 

·' ~ • ..., t· . (In. U .s. doll~s) -· .._. ~ . . . . . . . 
'::....i ' I,.... • • : 1:":. • • • • • 

·: rhJiustry · 1' 
•_,i.;1T.1,:.-, J.• 

: United : Canada : West : France : ~nited : Belgium~~ Mexico 
: State·s : : Germany · : Kingdom tuxembourg: . . 

tor. f:µ~ :~rr1·"' : . l • 
... ~-· --· - .. . . 

Food-------------------------: 0.07 : 0.10 : 0.09 : 0.09 : :).22 : f) .15 : 0.06 : ·-.·.,a; ......... 
.15 : .22 : .21 : .25 : .19 : .09 : Paper--------~-~7.::~~----------: .19 : 

Chemicals-----~~-----------: .09 : .10 : .15 : .• 11 : .11 : .15 : .04 : . -lo.tf """ ':.:I(.::; ....... ..-... 

Rubber-----~?r~~~----------: .18 : .20 : .25 : .16 : • 30 : .35 : .10 : 
Metals----------..----------: .18 : .20 : .25 : • 21 : • 21 : .20 : .10 : 
Non-electrical lJlSChinery------: .18 : .22 : .26 : .41 : .25 : .32 : .14 : 
Electrical me.ch:f:nery-~--------: •17 : 21 • • 26 : .27 : • 21 : .36 : .09 : . . 

.14 : .16 : • 27 : . • 20 : .23 : .• 25 : .07 : Transportation1~qifipment~-----: 
. Textiles and atJparel----------: .19 : • 21 : .23 : • 30 : .28 : .29 : .14 : 

Lumber, woo~· and. furniture----: • 20 : .24 : • 23· : .29 : • 28 : . .39 : .17 : 
Printing and publishing-------: .19 : • 24 : ~ 37 : .32 : .25 : • 37 : .12 : 
Stone, clay, .@d glass--------- : .20 : • 22 : .35 : .29 : .25 : • 36 : .13 : 

.,. Instruments-------------------: .15 : • 20 : .35 : • 36 : .25 : • 29 : NA : '-·s· ............ 

.-. Other------::-:".---------------- : .16 : .23 : .18 : .32 : • 28 : .16 : • 04 : 
. . "" : : . . : : . . . . . . 

1/ Equals wage cost per dollar of sales. 

Source: Tables A-1 through A-16. 

~' 

Brazil 

0.04 
.08 
.05 
.07 
.10 
.11 
.09 
.11 
.10 
.11 
.17 
.11 

NA 
.08 
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Table A· 102.--Unit labor costs in U.S.-based MNCs .. 1966 1/ (manufacturing) 

(In dollarsl 

United . • United : Belgium- : : West 
Industry : States : Canada : Kingdom ~Luxembourg ~ France : Germany : Brazil : Mexico 

. . : 
: : : : : 

All manufacturing-----: __ Q.JG : .Q.21 : '· -~0.28 : 0.21 : 0.21 : . 0.21 : . 0.19 : 0.16 . . : : . . . . 
Food products---------------: .14 : .15 : .14 : .09 : ..• 12 : .i2 : .11 : .10 
Paper and allied products---: .28 : .26 : .17 : .22 : .25 : .24 : .22 : .15 
Chemicals-------------------: .25 : .20 : • 18 : .15 : .14 : . .16 : .19 : .16 
Rubber----------------------: y .27: .27 : .18 : .29 : .18 : .19 : .11 ! .16 
Primary and fabricated : : : : . : : . 
metals---------~---------: .31 : .22 : .22 : .21 : .28 : .22 : .18 : .21 

Nonelectrical machinery-----: ,39 : .22 : .22 : .15 : .21 : .21 : .28 : .19 
Electrical machinery--------: ,38 : ·.28 : ,35 : ~ ,33: .28 : ,35 : .23 : .18 
Transportation equipment----: .31 : .19 : .27 : "jj, • 27 : .23 : .18 : .18 : .16 
Textiles and apparel--------: .27 : .25 : .16 : .25 : .20 : .32 : .31 : .19 
Lumber, wood, and furni-

ture----------------------: .30 : .20 : .20 : 0 : .31 : .27 : '!±/ • 33 : ,33 
Printing and publishing-----: y .23: .20 : .20 : .17 : .21 : .24 : • J~o : 0 
Stone, clay, and glass------: ,37 : .26 : .25 : .25 : .17 : .29 : .21 : .21 
Instruments-~---------------: ,33 : .24 : N .A. : ~ .25 : .28 : .24 : .18 : .. 20 
Other manufacturing---------: .12 : .20 : .29 : • 50 : • 23 : .39 : . .20 : .24 . . . . . . 

'J;J Figures for the Unitea States.are b&sed on the sample of firms which reported as parents in 1970. Other figures 
refer to all majority-owned affiliates • 
. y This f~gure was suppressed by the source agency for reasons of confidentiality. The number shown is a Tariff 

Comnlission estimate. 
3/ E.C. average. Individual country data not available. 
"fjJ Latin America average. Individual country data not available. 

Source: International Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce. 
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Table A-l03.--Unit labor costs in U.S.-based MNCs, 1970 1/ (manufacturing) 

(In dollars) -------

United . · United : Belgium- : : West 
It:dustry : : Canada : ~· d :L b : France . . Brazil : Mexico States . 1nr; om . uxem ourg . : Gerwany : . . . . : 

: : : : : 
All manufactm· ing---·--: 0.31 : 0.21 : 0.18 : 0.17 : :>.19 : 0.24 : 0.21 : .o.ia 

: : : : 
Food products-----~---------: .15 : .17 : .14 : .14 : .11 : .13 : .13 ; .13 
Paper 2.r:.d allied products---: .27 : .30 : .16 : .17 : .22 ; .22 : .18 : .15 
Chemicals-------------------: .27 ; . 20 : .14 : . . 13 : .14 ; .14.: .20 ; .16 
Rubber----------------------: y ,35: .26 ; .19 : .25 : .16 ; .17 : .08 ~ .21 
Primary and fabricated : ; ; ; : : : 

metals--------------------: . 33 ; .23 : .17 : .18 : .22 : .25 : .18 ; .20 
Nonelectrical machinery-----: .41 ; .25 : .24 : .20 : .23 ; .26 : .29 : .26 
Electrical ~achinery--------: . 41 : .28 : .32 : .28 : .24 : ,37 : .29 : .22 
Transportation equip~ent----: . 31 : .15 : .26 : ll .25 : .22 : . 25 : .21 : .17 
Textiles a~d apparel--------: .25 ; .20 : .18 : .20 : .15 ; .68 ; ,29 : .19 
Lumber, 1,-0.:::;d, and furni-

ture----------------------: .29 : .18 : . 33 ; 0 : .20 : .22 ; .83 : .82 
Printing and publishing-----: JI ,32: .27 : .26 : .45 : .15 : .24 : 111' . 58 ; 0 
Stone, clay, and glass------: .37 : .24 : . 24 : .22 : .32 ; . 30 : .20 : .19 
Instrlllnents--~--------------: . 36 : .20 ; .19 ; ll .19 : .12 : .30 ; .16 : .94 
Other r.:auufacturing---------: .15 : .18 ; N.A. : .50 : N.A. ; .07 : .09 ~ .11 

Y Fig0.lres for the United States ·are based on the sample of firms which reported as parents in 1970. Other figures 
refer to all r..ajori ty-ov.!!ed affiliates. · 

V This fig1.::re was suppressed by the source agency for reasons of confidentiality. The number shown is a Tariff 
Corr .. rnission estimate. 

3/ E.C. average. Individual country data not available. 
!!.J Latir: J.Jnerica average. Individual country data not available. 

Source: Internatior:al Investment Division, Bureau of Economic Analysis, U.S. Department of Commerce. 
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Table A-104.--All manuf'acturing: Average unit labor costs; 
comparison of all-firm.and MNC data, 1966 and 1970 

Country and year 

United States: : 

Value 
:for 
all 

firms 
Dollars 

1966~------------------: 0.22 
1970--------------------: .23 

Canada: : 
1966--------------------: .25 
1970--------------------: .29 

United Kingdom: : 
1966--------------------: .38 
1970--------------------: .40 

Belgium-Luxembourg: : 
1966--------------------: .36 
1970--------------------: .33 

France: : 
1966--------------------: ,33 
1970--------------------: .34 

West Germany: : 
1966--------------------: .31 
1970--------·------------: . 33 

Brazil: 
1966-------------------: 
1970--------------------: 

Mexico: 
1966--------------------: 
1970--------------------: 

.13 

.12 

.16 

.17 

Value 
for 

MN Cs 

Dollars 

1/ 
1/ 

CJ. 30 
. 31 

.21 

.21 

.28 

.18 

.21 

.17 

.21 

.19 

.21 

.24 

.19 

.21 

.16 

.18 

·MNCs as 
percent 
·Of all 

firms 

136 
135 

84 
72 

74 
45 

58 
52 

64 
56 

68 
73 

146 
175 

100 
106 

MN Cs 
:as percent 

of U.S. 
MNC value 

100 
100 

70 
68 

93 
58 

70 
55 

70 
61 

70 
77 

63 
68 

53 
58 

1/ U.S. figures for MNCs are based on the sample of firms which reported 
as-parents in 1970. 

Source: Tables A-1 through A-16 for national all-firm figures; t?bles 
A~l02 through A-103 for MNC figures. 
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Table A-105. --Food ..pr.oducts: Average unit labor costs--comparison 
of all-firm and MNC data, 1966 and 1970 

~~~~~~~~~~~~~-~~--~~-

Cou=1try and year 

Unitt::d. States: 
1966-----------------------------------: 
1970-----------------------------------: 

Canada: 
1966-----------------------------------: 
1970-----------------------------------: 

United. Ki:lgdom: 

1966-----------------------------------: 
1970-----------------------------------: 

Belgium-Luxembourg: 
1966-----------------------------------: 
1970-----------------------------------: 

Fra..J.ce: 
1966-----------------------------------: 
1970------------------·----------------: 

West Germimy: 
1966----":'------------------·-··----------: 
1970------------·--·---------------------: 

Braz.:i.J.: 
1966------------···-----------------..:. ____ : 
1970-----------------------------------: 

Mexico: 

1966-----------------------------------: 
1970-----------------------------------: 
1/ U.S. figures for MNCs are based on the 

reported as parents in 1970. 

Value fo:r 
a.lJ. fi rI:lS 

Do11ars 

0.12 
·12 

.16 

.17 

.35 

.38 

.24 

.22 

.13 

.13 

.13 

.14 

.06 

.07 

.12 

.12 

sample of 

Ve.lue f'.-:1r 
MNCs 

Dollars 

firms 

1/ 0.14 
!I .15 

.15 

.17 

.14 

.14 

.09 

.14 

.12 

.11 

.12 

.13 

.11 

.13 

.10 

.13 

-which 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 
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Table A-106 .--Paper anq. allied products: Average unit labor costs-
comparison of all-firm and MNC data , 1966 and 1970 

-·---------------
·cou.11try and y~ar 

United States: 
1966-----------------------------------: 
1970------------~----------------------: 

Canada: . 
1966-----------------------------------: 
1970-----------------------------------: 

United Kingdo:r;i: 
1966-----------------------------------: 
1970-----------------------------------: 

Belgi U."ll-Luxembourg: 
1966------------------------------~----: 
1970-----------------------------------: 

FTa..'1ce: 
1,966---------·--------------"."-----------; 
1970-----------------------------------: 

West Germa..11y: : 
1966------------·----------------------; 
1970--------------------~--------------: 

. : 
Brazil: 

1966------------------------------~----: 
1970------------------------.-- ---------: 

Mexico: : 
1966-----------------------------------: 
1910--:...---------------------------·-----: 

Value for 
? .. 1.J .. firr:s 
DolJ.ars ---

... 0.21 
.22 

.24 

.27 

.40 

.39 

.30 

.28 

.28 

.33 

.27 

.30 

.u 

.12 

.16 

.22 

; 

-Value ·lor 
MNCs __ 

Dollm:·s ----
y 
!/ 

0.28 
.27 

.26 

.30 

.17 

.16 

.22 

.17 

.25 

.22 

.24 

.22 

.22 

.18 

.15 

.15 

------· -·--·- - ·--------· 1/ U.S. figures for MNCs are based on the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 



Table· A.,.107. --Chemica:h--8.nd allied products: Aver~e unit labor 
costs--comparison of all-f'irm and MNC dAta, J.966 and 1970 . 

Country and year 

United States: : 
1966------------------~----~----~--~: 
19·70---------~~------------------------: 

Canada: : 
1966----~------------------------------: 
1970-----~-----------------------------: 

United Kingdom: : 
1966~---------------------~------------: 
1970-------------------------------~-~: 

Belgium-Luxembourg: : 
l n'6 . . 
~o --~----------------------~---------; 
1970----------------~------------------: 

France: : 

1966-----------------------------------: 1970--------------------------;i _______ : 

West Germany: : 
1966-----------------------------------: 
i9qo-----------------------------------: 

Brazil: : 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: : 
1966-----------------------------------: 
1970-----------------------------------: 

Value for Value for 
all firms ~s 

Dollars Dollars 

,0.15 y.-0.25 
.16 1/ .27 

.22 .20 

.25 .20 

.• 25 .18 
.26 .14 

.38 ! .15 

.30 .13 

.25 .14 

.29 .14 

.25 . .16 . 

. 28' : .14 

.09 .19 

.Q9 .20 

.16 .16 

.15 .16 

!/ U.S. figures for MNCs are based on.the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-fi::rm figures; 
tables A-102 through A-103 for MNC figures. 
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Table A-108 .--Hubber: Avera3e unit labor costs--comparisun of' all-firm 
c:.nd MNC data, 1966 and 1970 

·--- ---------------·--------------
Cotmtr:r o.nd year 

Uni te.d States : 
1966-----------------------------------: 
1970-----------------------------------: 

Canada: 

1966-----------------------------------: 
1970-----------------------------------: 

United Kingdom: 
1966-----------------------------------: 
1970--------------------~----------~---: 

Belgium-Luxeffibourg: 
1966-----------------------------------: 
1970-----------------------------------: 

Fra.."lce: 
1966------------------------·-·----------: 
1970-----------------------------------: 

West Germany: 
1966-----------------------------------: 
1970-------~---------------------------: 

Brazil: 
1966----------------------···---·---_..:, _____ : 
1970-----------------------------------: 

Mexico: : 
1966-----------------------------------: 
1970-------------~-----·----------·------: 

Val..u.e fo~ 
e.ll firn~s 
Dollar~ 

0.26 
.26 

.30 

.32 

.45 

.49 

.46 
.• , . ,_ 

. 35 
• 30 

.31 
• 34 

.10 

.09 

.18 

.18 

Value fer 
MN~.2.-

Dollars ---
y 0.27 
~j .35 

.27 

.26 

.18 

.19 

.29 

.25 

.18 

.16 

.19 

.17 

.11 

.OB 

.16 

.21 

1/--U .S. figures ti'CJr :M.NCs are based on iihe se.mple of firms which 
reported as parents in 1970. 

SourcE:s: Table:n A-1 tl:>.rough A-16 :t'or ns.tiond all-:t'irm figuref;; 
tables A-102 through A-103 for MNC figures. 
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Table A-109.~Primary and fabricated metalsi Average unit labor 

costs--comparison of all-firm and MNC datn.~ 1966 and 1970 

----------·-----------------------

United States: 
1966-----------------------------------: 
1970----------------------------~------: 

Canada: 
1966-----------------------------------: 
1970-----------------------------------: 

Uuited Kingciom: 
1966-·-··---------------------------------: 
19'{0-----------------·-·------------------: 

Belg-Lum-Luxembourg: 
1966-----------------------------~-----: 
1970-----------------------------------: 

France: : 
1966-----------------------------------: 
1970-----------------------------------: 

\·!est (Jerma:-.. y; 

1965-----------------------------------: 
1970-----------------------------------: 

BraziJ.: 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: 
1966-----------------------------------: 
19 70 ·----------------··--------·· ---··----- ; 

V 2.lu;:; fer Value ;.~c::: 

_ _!--11 __ :l.'i ri:0 MNCs 
Doll~rs Dollars 

0.23 
.25 

. 28 

.27 

.32 

.31 

. 34 

.34 

.15 

.11~ 

. 
-19 : 
.20: 

1/ 0 .31 
l/ .33 

.22 

.23 

.22 

.17 

• 21 
.18 

• 28 
.22 

.22 

.25 

.18 

.18 

• 21 
.20 

- · !_/ U.S. f~Cgu~es for MN Cs are based on the sl:1mple of fi:::'ms which 
repo~tcd as parents in 1970. 

Sou-;,·r;eR: Tables A-1 through A-16 for natioua~l all-firm fie;ures; 
tables A-102 through A-103 for MNC figures, 
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Table A-110.--Machinery, except electrical: Average unit labor 
costs--comparison of all-firm and MNC data, 1966 and 1970 

Vah.:.t:: f'or 
all fj rr:-1s ---·---------·· ····--·-----· 

Uni ced States: . 
1966-----------------------------------: 
19 TC---------------------·--------------: 

Canadc;.: 
J.966------ --- -·----·---------· ------------- : 
1970-----------------------------------: 

United Kingdom: : 
1966-----------------------------------: 
1970-----------------------------------: 

Belgi wn-Luxembourg: : 
1966-----------------------------------: 
1970-----------------------------------: 

France: : 
1966-------------------------·----------: 
1970-----------------------------------: 

West Germany: : 
1966-----------------------------------: 
19 70------------- ---------·~-----·-------: 

Brazil: 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: : 
1966-----------------------------------: 
1970-----------------------------------: 

Dollars 

0.29 
.30 

.33 

.41 

.47 

.46 

• 51 
.48 

.43 
• 52 

.39 

.42 

• 20 
·18 

• 24 
• 26 

Value :for 
:MNcs __ 

Dollars 

y 0.39 
1/ .41 

.22 

.25 

.22 
• 24 

.15 

.20 

. 21 

.23 

• 21 
.26 

• 28 
.29 

.19 

.26 

1/ U.S. figures for MNCs ar~ based on the sa,;ple of fi;;;- whi~h~ 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 
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Table A-111.--EJ.ectrical machinery: Average unit labor costs-

c~mparison of all-firm and MNC data, 1966 and 1970 

-----·-----·---Va1'J.e f,_-r Value for 
alJ. .r: Ye.: MN Cs ---------------------

United State~3: 

1966-------------------------------~---: 
i9·70--.-------- - ------· ---------··--------- -·-: 

Ca::1ada: 

1966-----------------------------------: 
19'(0--------------·-------------------------: 

United F:ingcom: 

1966-----------------------------------: 
1970-----------------------------------: 

Belr;il1.m-Luxembourg: ,, ,. 
J.9 ut--~---------------- .... ------------.----- : 

1970-----------------------------------: 
France: 

1966------------·------------------------: 
1970-----------------------------------: 

t.Tec::t- G"rrcrnv• • y, ..., -.,,. ·• t;:. .J.O..;.•J • • 

1966-----------------------------------: 
1970-----------------------------------: 

Brazil: 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: : 
1966-----------------------------------: 
1970-----------------------------------: 

0.29 
.31 

.36 

.40 

.40 

.42 

.69 
• 62 

.40 

.58 

.42 

.43 

.15 

.15 

.17 

.17 

Dollm·s 

1/ 0.38 
!./ . 41 

.28 

.28 

.35 

.32 

.33 

.28 

.28 

.2h 

.35 

.37 

.23 

.29 

.18 

.22 

1) U.S. figures for.MNC-s are based on the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 
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Table A-112.--Transpert-atton equipment: Average unit labor costs-

comparison of all-firm and MNC data~ 1966 and 1970 

Country 

Uni t.ed States : 

1966-----------------------------------: 
1970-----------------------------------: 

Canada: 
1966-----------------------------------: 
1970-----------------------------------: 

United Kingdom: 
1966-----------------------------------: 
1970-----------------------------------: 

Belgi u.>n-Luxer:.bourg: 
1966-----------------------------------: 
1970-----------------------------------: 

France: 

1966-----------------------------------: 
1970-----------------------------------: 

West Ge rmaJ1y: 

1966-----------------------------------: 
19 70----·------------------------------·- :· 

Brazil: 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: : 
1966-----------------------------------: 
1970-----------------------------------: 

0.22 
.22 

.24 

.23 

,35 
• 3~ 

• 28 

: 
: 

: 

• 28 ; 

. 
• 32 : 
• 37 : 

.15 . 

.16 ~ 

.17: 

.18: 

1h:.lu.e for 

Dollars 

1/ 0.31 
y .31 

.19 

.15 

. 27 

.26 

.27 

. 25 

.23 

.22 

.18 

.25 

.18 

.21 

.16 

.17 

1/ U.S. figures for MNCs are based on the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 
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T . 1 e A-113·--Textiles and apparel: Average unit labor costs--

ao__ comparison of all-firm end MNC data, 1966 and 1970 

---------·---·· --··-- ---
Country ar.n ye::.!.r 

United ~)tates: 
1966-----------------------------------: 
19·70··-----------· ----·-------·-----·-·------: 

Canada: 
1966-----------------------------------: 
1970-----------------------------------: 

Unit.ed K:Lngdo;n: 
1966--------------------~--------------: 
1970-----------------------------------: 

Be:Lgi um-Luxe!;).bouyg: 

1966-----------------------------------: 
1970-----------------------------------: 

France: 
]966-----------------------------------: 
1970---------------------~-------------: 

\J-:; st Ge rrn.P.ny: 
1966-----------------------------------: 
1970----~------------------------------: 

Brazil: 
1956------------·-·-----------------..:. ____ : 
1970-----------------------------------: 

Me}~ico: 

1966-----------------------------------: 
1970-----------------------------------: 

--·------·---
Value: fc::: : Value .!.':J!' 
all _fi:!:m.:; _: __ !fil"C_s __ 

Do} lars ---
·o .24 

.25 

.40 

.29 

• 53 
.47 

.38 
• 36 

.35 

.42 

.28 

.32 

.06 

.13 

. 21 

.22 

Dollurs 

1/ 0 .27 
1/ .25 

.25 
• 20 

.16 

.18 

.25 

.20 

.20 

.15 

.32 

.68 

.31 

.29 

.19 

.19 

-l/ U .fi. ~igures for MNCs are based on the sample of -fi~-;;-which-
yeported as parents in 1970. 

SCJurces: T13.bles A-1 through A-16 for national all-firm figures; 
tables A-1<12 ·~hrough A-103 for MNC figures. · 
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Table A-114.--Lumber, wood, and furniture: Average unit labor 
costs~-comparison of all-firm and MNC data, 1966 and 1970 

·-------·value fer Ve.luc for 
: 8.ll firms MNCs 

------------·-------·------·------·-------~-

· Cc..:untr;/ E.nl! yec:.r 

Uni--ced States: 
1966-------------------------------~---: 
19 70----- --·----·----------·---------------: 

Cane.da: 
196(i------------------·····- --------------: 
1970-----------------------------------: 

United Kingdor;-,: 

1966-----------------------------------: 
1970-----------------------------------: 

Be lgi um-Luxenioo'l.rg: 
1966-------------------·-···---------.-----: 
1970-----------------------------------: 

France: : 
. 1966-------------------·--------,-----·-·---: 
1970------------------------------------: 

West Gernr..ny: 
1966--··--·-·--····-·------------------------: 
1970-----------------------------------: 

Brazil: 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: 
1966-----------------------------------: 
1970-----------------------------------: 

Dollars Dollars 

0 .27 
.27 

.30 

. 31 

.49 

.46 

. 51 

.47 

. 50 

.41 

. 29 

.30 

.18 

.15 

.24 

.23 

1/ 0 .30 
!/ .29 

.20 

.18 

.20 
,33 

.31 

.20 

. 27 

.22 

,33 
.83 

,33 
.82 

1/ U.S. figures for MNCs are based on the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 
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Table A-ll5 .--Printing-e.nd publishing: Average unit labor costs-

comparison of all-firm and MNC data, 1966 and 1970 

Val1•i=> 1·'or 'raJu"' for Country a.nd year -•- ~ "' 
~~~~~--~~~~~~~~~~--~al_J_._f~j~.2~-~~-s~~~_;..:.MN~~~~ 

United. States: 
1966-----------------------------------: 
1970-----------------------------------: 

Canada: 
1966-----------------------------------: 
1970-----------------------------------: 

Ur.ited ?~b.gdom: 
1966-----------------------------------: 
1970-----------------------------------: 

Belgi tu"!!-Luxembourg: 
1966-----------------------------------: 
1970-----------------------------------: 

Fra."lce: 
1966-----------------------------------: 
1970-----------------------------------: 

West Gernar:y: 
1966-----------------------------------: 
1970-----------------------------------: 

3razi1: 
1966------------------------------~----: 
1970-----------------------------------: 

Mexico: 
1966-----------------------------------: 
1970-----------------------------------: 

Dollars Dolla:·s 

.40 

.44 

.38 
• 39 

• 50 
• 57 

,39 
.46 

: 
.46 : 
• 50 : 

.30 : 

.26: 

: 
.22: 
.21 : 

1/ 0.23 
l/ .32 

.20 

.27 

.20 

.26 

.17 

.45 

.21 

.15 

.24 

.24 

.40 

.58 

~~U.S. figures for MNCs are based on the sample of firms which 
reported as parents in 1970. 

Sour~es: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 



§06 
Table A-116.--Stone 9 clay~ and glass products: Average unit labor 

costs--comparison of all-firm and MNC data, 1966 and 19~0 

United States: 
1966---------- ------------·--------------: 
1970-----------------------------------: 

Canada: 
1966-----------------------------------: 
19'10----------------------·--------------: 

United Kingdom: 
1966-----------------------------------: 
1970-----------------------------------: 

Belf;:i.wn-Luxer::boi..:rt;: 

1966-----------------------------~-----: 
1970-----------------------------------: 

France: 
1966-----------------------------------: 
1970-------~---------------------------: 

West Gernany: : 
1966-----------------------------------: 
1970-----------------------------------: 

Brazil: 
1966-------------------------------.:. ____ : 
1970-----------------------------------: 

Mexico: : 
1966-----------------------------------: 
1970-----------------------------------: 

Vala-:: for ·va1u.2 lor 
all fir1::s ____ MNCs __ _ 
Dollars ----

0 .26 
• 27 

• 28 
.33 

.40 

.38 

.48 

.46 

.41 

.41 

.45 

.46 

.11 

.16 

• 25 
. 25 

Delle.rs 

1/ 0 ,37 
II .31 

.26 
• 24 

.25 
• 24 

.25 

.22 

.17 

.32 

.29 

.30 

• 21 
.20 

• 21 
.19 

1/ U.S. figures for .MNCs are based on the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 
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Table A-117·~-Instruments: Average unit labor costs--comparison of 
, r all-firm and MNC data, 1966 and 1970 

'ia.li..:e for Value for Comitry and year 
~--~---~~~~~--,--~~-~l flrru~s~~~--~---Nl\TCs 

United States: 
1966--·-·-----·-------·----·----------------: 
1970-----------------------------------: 

Canada: 
1966-----------------------------------: 
1970-----------------------------------: 

United Kingdom: 
1966-----------------·--------------:... ___ : 
1970-----------------------------------: 

Eelgium-Luxeffibcurg: 
1966-----------------------------------: 
1910-----------------------------------: 

Frc-~11ce.: 

1966------------------------------.-----: 
1970-----------------------------------: 

West Ge rma..:."ly: 
1966-----------------------------------: 
1970-----------------------------------: 

Brazil: 
1966------------------------------~----: 
1970----------------------------------~: 

Mezico: 
1966-----------------------------------: 
1970-----------------------------------: 

Dollars 

0 .28 
• 29 

,38 
.41 

.49 
• 53 

.63 

. 50 

• 37 
.48 

,53 
. 55· 

NA 
NA 

NA 
NA 

Dollars 

1/ 0 ~33 

1/ .36 

• 24 
.20 

NA 
.19 

.25 

.19 

• 28 
.12 

.24 
,30 

.18 

.16 

• 20 
.94 

---!/U.S. figures for MNCs are based on the sample of firms which 
reported as parents in 1970. 

Sources: Tables A-1 through A-16 for national all-firm figures; 
tables A-102 through A-103 for MNC figures. 



Table A-118. --othe~.ufacturing: Average unit labor costs-
comparison of all-firm and MNC data, 1966 and 1970 

.. _._ .... M.-.-.----- ... ----; ·----------·------
Co1.mtry arid yee.r va.:i..tle fer \ialu~~: for 

------···------·----·---
Ur:i td. States: 

1966-----------------------------------: 
1970-----------------------------------: 

Ca.nacla: 
1966------J-·--·--··----------------------: 
_1970-----------------------------------: 

United Ki:::-igdom: 

1966-----------------------------------: 
1970-----------------------------------: 

Bclgi um-Ll:xsicbou:cg: 
1966-----------------------------------: 
1970-----------------------------------: 

France: 
1966-------~--------------------------~: 
l.970---··-----·--···---·------··-------------: 

'~:est G~rmcr ... :y·: 
1966-----------------------------------: 
1970-------------------------------------: 

Brazil: 
1966----------··-··-------------··----~----: 
1970-----------------------------------: 

i~exico: 

1966-----------------------------------: 
1970-----------------------------------: 

e_ll fi!TcS MN'Cs 
Dollars Dollars 

0.27 1/ 0.12 
.27 II .15 

.27 • 20 
• 31 .18 

. 34 .29 

.44 NA 

.26 • 50 

.21 .50 

.43 .23 
• 50 NA 

. 23 .39 

.25 .07 

.] 5 .20 

.12 .09 

.12 .24 

.11 .11 

-~~I/ U.S. "figures for MN"Cs are based on the sample of firms whi~
reported as parents in 1970 

Sources: Tables A-1 through A-16 for national all-firm fig\ires; 
tables A-102 through A-103 for MNC figures. 
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Appendix B. Methodological Notes for Part C 

The methods of calculation and sampling used to obtain the esti-

mates of employment impact are outlined briefly in this appendix. 

The general methodology--with a complete discussion of assumptions--

is contained in the text, so individual items will be covered in order 

of their appearance. 

Potential gross job loss (Case 1) 

Total affiliates' sales abroad (local sales, exports to third 

countries, and exports to the U.S.) are expected to be replaced by 

goods of U.S. origin. The value of affiliates' sales was first adjusted 

for tariff, transportation, and insurance charges, such that the same 

value of export sales would clear the markets. The purpose of this 

adjustment was to recogni~e that goods once sold from foreign produc-

tion by affiliates would encounter such charges if exported from the 

U.S. In order for those goods to sell (as exports) at identical 

foreign prices, a tariff/transport differential would have to be a 

part of the hypothetical new export sales figure. This differential 

creates no jobs and therefore it must be subtracted. Average tariff 

rates were obtained from information available within the Commission. 

Estimates of freight and insurance by schedules and subparts of the 

Tariff Schedules of the United States were obtained from highlights 

of the U.S. Export and Import Trade. 1/ 

!/ This material was prepared jointly by the Bureau of Customs and 
the Bureau of Census and published by the Bureau of Census in Highlights, 
-~anuary, 1972, Fl'990-72-l. 
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The value of adjusted sales was then converted into employment 

equivalents. The technique used was simply to divide adjusted aggre-

gate sales by the sales-per-employee··figures for each domestic indus-

try, developed in the U.S. country table (Table A-1) appearing in 

Appendix A to this chapter. Since the analysis contemplates the 

wholesale transfer of production, sales per employee figures were 

considered more appropriate than sales per production worker, because 

all the employment necessary to supply the foreign market has to be 

considered. 

MNC headquarters employment 

It was necessary to isolate and measure that employment located 

in the U.S. which depends entirely on the presence of production 

facilities abroad for its existence. This employment does not depend 

on the export production of U.S. MNC reporters but is of a managerial, 

financial, and technical nature. There was no we:y to develop this 

information from available data as headquarters employment is not a 

stable function of any available series such as affiliate sales, 

employment abroad, and so forth. It will vary according to the indus-

try involved and according to the particular organization of the com-

panies concerned. 

The Tariff Commission conducted·a·survey in which over 150 of the 

largest U.S. MNCs were contacted. Personnel involved in servicing and 

support of affiliates operations are occasionally separated in an 

international division but more often they are integrated in the over

head supervisory staff of the parent organization. A few of the larger 
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.MNCs were unable to provide an accurate estimate as it would have 

involved contacting several hundred suboffices. The companies sampled 

went· to considerable effort to supply an accurate count of their 

service personnel and it is believed that the final estimate is a good 

approximation of the actual employment. 

The better-than-ninety-percent response obtained amounted to 

almost one third of the final estimate. The BEA genealogy of firms 

permitted a gro~ping of the sample responses by industry, but some 

indirect method of blowing up these divisions was necessary. Sales 

for the companies were available in the BEA 1970 sample. The ratio 

of total sales by industry in the BEA sample to the sales associated 

with the companies in the T.C. sample permitted an estimate of 

headquarters employees for the entire BEA sample. Then, by employing 

the ratio of universe sales to sample sales by industry, the head

quarters employment figure was further blown-up to estimate headquar

ters employment for the 1970 manufacturing universe.· 

U.S. exports to affiliates 

U.S. merchandise exports charged on reporter's books and shipped 

to majority owned affiliates, plus exports of other U.S. suppliers 

charged and shipped to majority-owned affiliates, capture most .MNC

generated exports. The data could not be adjusted to represent all 

affiliates but was left as is. The U.S. employment figures were 

generated in the same way as the gross loss estimates--i.e. sales

per-employee data were used to convert the export figures directly 



to employment eq'l.l-ivalents. 

Income effect on U.S. employment 

The assumptions of the model are that U.S. direct investment in the 

respective countries does not discourage any local investment. If 

the investment did not occur there would be a fall in the level of 

investment of the host country. The amount of direct investment could 

be considered an exogeneous change in total investment and be treated 

with standard multiplier analysis as if a continuous stream of invest

ment was injected into the country's aggregate demand. 

A simple check to see whether the estimate was worth making 

was to add plant and equipment expenditures and the wage bill of 

affiliates. This income attributable to direct investment represented 

quasi-purchasing power generated in the foreign country. Certain pro

portions of this income ~ould be spent on local products and imports. 

U.S. exports of all types could result from their share in these 

imports. These U.S. exports would ultimately depend on the origi.nal 

injection of direct investment, and the employment associated with 

the exports is also dependent on this direct investment. 

The purchasing power approach indicated that although the number 

would not be large it could not be ignored, so the multiplier approach 

was carried out. Plant and equipment expenditures are treated as the 

antonomous change in investment. If the change occurred only in one 

period the income effect would peter out and the original pre-invest

ment income level would be reestablished. But if the investment 
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injection continues in each period, then a new, higher level of aggre-

gate income will be maintained. This is the case in foreign direct 

investment plant and equipment expenditures. The average plant and 

equipment expenditure_ over several periods for each of the seven 

principal countries and the rest of the world is the continuous injec-

tion of investment, which would not have existed without U.S. direct 

investment according to the assumptions of the model. Estimates of 

the multiplier in each of the seven countries and an average for the 

rest of the world were developed for a similar period. The income 

figures were obtained from various U.N. Statistical Yearbooks cover-

ing the period. With these multipliers and plant and equipment 

expenditures, estimates were made of the changes in equilibrium income 

for the respective countries. These income changes are the result of 

U.S. foreign direct investment under the assumptions of the model. 

The aggregate income changes in the respective countries were 

spent both on domestic products and on imports. A certain amount 

of these imports would come from the U.S. and, therefore, would sup-

port U.S. domestic employment. Estimates of the U.S. exports to the 

respective countries were made using export income elasticities 

developed through regression equations by Houthakker and Magee. !f 

These export estimates represent all exports in all industrial classes 

to each of the seven countries and the rest of the world. The next 

!_/ "Income and Price Elasticities in World Trade", H.S. Houtha.kker 
and Stephen P. Magee, Review of Economics and Statistics, vol. 51(2), 
May, 1969, pp. 116-117. 



81t4. 

step was to ascertain from U.S. export patterns with the respective 

countries how each of the thirty maunfacturing subsectors shared in 

this total. A weighting scheme was worked out to accomplish this on 

an individual country basis. The results were summed to get each 

sector •,s share in total U.S. manufacturing e)cports. Employment esti

mates then were obtained in the usual way by applying sales-per

employee figures for the U.S. as a whole. 

U.S. employment of foreign-owned MNCs 

Published directories list a total of about 1,600 foreign manu

facturing corporations with operations of some kind in the United 

States--either in non-production activities, such as sales offices 

or holding companies for multi-company enterprises, or actual, full

blown manufacturing operations. Working with a list of such firms 

published by the Office of Foreign Direct Investment (OFDI) of the 

Department of Commerce, plus a Directory of Foreign Firms 0perating 

in the United States, (Encyclopedia of International Information, 

volume 4, Simon & Schuster, Inc., 1971), and using the directories 

and computer files of Dun & Bradstreet, Inc., employment data (plus 

fragmentary sales data) were obtained for a total of 594 companies 

which, for all manufacturing, provided 519,500. jobs in the United 

States--an average of 875 jobs per firm. Generally, these are 1970 

figures. 

From the published lists, an additional 834 firms could be identi

fied by industry in sufficient detail to fit the breakdowns used in 
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this study~ but it was necessary to estimate the number of jobs 

accounted for by these firms. Published information on them is not 

available, and a direct survey of them to obtain employment data would 

have involved a major operation that could not be compassed within 

the scope of resources and time available to the staff assigned to 

the study. 

The estimates were obtained as follows: After the firms in ques

tion were assigned to the industry categories used in the study, the 

records on those companies for which employment data ~ available 

were examined in order to ascertain the proportion in each group that 

fell into each of the following employment ranges: 

0 - 100 jobs 

101 - 300 jobs 

301 - 500 jobs 

more than 500 jobs. 

The results are shown in the following tabulation, for all manu

facturing: 

Employment No. of firms Proportion of firms 

o. - 100 316 0.53 

101 - 300 113 0.19 

301 - 500 44 0.07 

over 500 121 0.21 

The next step was to use these statistics in modified form to 

develop and allocate estimates of employment for the_834 firms on 

which information was not available. The first--and most important--
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modification was to throw out the "over 500" class entirely, on the 

grounds that firms of this size were highly likely to have found their 

way into files of employment information, and nus to have been included 

in the original 594 firms o~ which data were a~ailable. Next, it was 

necessary to make the assumption that the distribution of employment 

among the 834 companies in question is approximately the same as for 

·the "500 or under" group whose employment was known--to assume, in 

other words, that most of the companies in Question are relatively 

small. 

A total of 473 firms thus remained ih the "known" group, after 

exclusion of the "over-500" class. Some 65 percent of these employed 

100 or fewer persons, 22 percent employed 101-300 people, and 13 

percent employed 301-500, for manufacturing as a whole. The actual 

estimates were made on the basis of the proportions in each of these 

three employment classes, ih each industry, the total for manufacturing 

being essentially a weighted averag~ The estimates also were derived 

from the mid-point employment in each class, i.e. 50 , 200, and 400 

people, respectively. Thus, if a given industry contained 100 "unknown" 

firms, with 75 percent of employment in the "known" group appearing 

in the first class (0 - 100 persons), 25 percent in class 2, and zero 

in the third class, the estimate was: 

0.75 x 100 = 75 firms in class l; and 75 x 50 ·persons per firm 

= 3,750 persons; plus 

0.25 x 100 = 25 firms in ciass 2; and 25 x 200 = 5,000 persons, 

for a total of 8,750 people. 
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Summed across all industrial branches, the final estimate of the 

employment of the 834 "unknowns" was 101, 450, or an average of about 

120 per firm. The final figure shown in the table--620,950--is the 

sum of these estimates and the original data obtained for the 594 

"known" firms. 

Loss by export shares 

The export shares approach required U.S. and foreign shares of 

world exports. It was felt that for manufactures, OECD exports to 

the world plus Japanese exports to the world would provide an adequate 

approximation to world exports of manufactured goods. Standard OECD, 

U.N., Japanese, and U.S. publications of trade data were used to deve

lop figures on total OECD trade and u.s.trade in 1960, 1961, and 1970. 

The average U.S. share of the total for each industrial subgroup for 

1960 and 1961 was then used as the "norm" against which the estimates 

for case 3 were made. The share was applied to total affiliates' 

sales of U.S . .MNCs to reflect the expected value of trade by U.S. 

exports. The employment associated with this trade could be considered 

the job loss offset by U.S. direct investment effects. Sales-per

employee data were used to convert the trade numbers to labor equiva

lents. 

For adjustment of the U.S. e!!Iployment figures of foreign-owned 

.MNCs, the approach used was slightly different, although it has the 

same "normative" flavor as that used in the U.S.-exports case. It is 

f'ully described in the text, p. 669. 
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CHAPTER VIII 

LEGAL PROBLEMS 

Foreword 

Almost every activity of the multinational corporation touches on 

some area dealing with legal analysis, because all governments influence 

and regulate corporate practices through the use of their legal systems. 

A consideration of all of the legal implications of the multinational 

corporation would be a truly vast study--one which could occupy the full 

time of many legal scholars over several years. 

The present ahapter seeks only to examine some of the more salient 

legal problems surrounding the growth and development of the multi

national corporation. There is a paucity of relevant international law 

governing the operations of multinational firms. Of primary interest 

are the national laws of the countries in which the firms are estab

lished. Thus, the greater pa.rt of the section deals with United States 

laws, as the greater percentage of multinational corporations are 

American based. Comparisons of United States legal approaches to given 

problems with approaches taken "by other cou:itries are made where avail

able information has permitted in the time allotted~ and. conclusions 

are drawn where it is possible to do so. 

National legal systems affecting corporate behavior always are 

founded on explicit or implied policy considerations. Hence, any 

modification of e~isting United States laws perforce would have greater 

or lesser policy effects--either to encourage or to discourage multi

natiqnal corporate growth. What policy will be depends, of course, 
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on whether studies such as this one reveal that the multinational 

corporation has had a beneficial or detrimental effect on the United 

States. 

Chapter IX deals with several areas of legal regulation of MNC 

operations which have recently generated comment and interest among 

students of this business phenomenon. United States, Common Market, 

and selected other of the United States ' trading ~rtners 1 approaches 

to antitrust are considered. United States tax tre~tment of foreign 

source income, jurisdiction of international tribunals in international 

investment disputes, and U.S. export controls also are among the topics to 

be found in this chapter. 

The chapter summary in Vol. I (pp. 58 - 75) briefly highlights 

the contents of the body of the text. References to other works will 

be found in the chapter text in the form of footnotes. 
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U.S. and Foreign Antitrust Regulations 

Introduction 

The growth of the multinational enterprise has stimulated a 

corresponding desire on the part of host and source governments to 

obtain (or maintain) a degree of control over such firms' activlties. 

The United States, unlike some of its major trading partners, tradi

tionally has attempted to foster d.omestic competition through regulation 

of combinations and monopolies .which would unreasonably shackle competi

tion. 

This section examines the antitrust-type regulations of the United 

States, the European Communities, Canada, Grea~ Britain, and Japan with 

a view toward pointing up differences in philosophy and enforcement 

policy. The discussion of United States antitrust laws will focus on 

their effects in stimulating or imp~ding offshore operations of .American

based corporations and any barriers which they place in the way of 

foreign direct investment in the United States. In scrutinizing the 

antitrust regulations of other major industrial nations, the emphasis 

will be placed on the manner in which the regulation of monopolies and 

cartels differs from U.S. treatment and what effect this difference may 

have on competition in internat~onal trade. 

U.S. antitrust policy 

In general, four statutes govern the United States' approach to 

antitrust regulation in the international arena: The Sherman Antitrust 

Act, the Webb-Pomerene Act, and the Federal Trade Commission Act. Of 

these statutes, Sherman and Clayton have generated by far the greatest 

amounts of both litigation and controversy, and accordingly, only their 

case law development will be examined in detail. 



82:t 
The Sherman Act 

The Sherman Antitrust Act 1/ of 1890 was passed by Congress as a 

reaction against the growing economic concentration in the hands of the 

trusts and the corresponding dwindling freedom of opportunity on the 

part of the small businessman. Much of the Sherman language and 

principles were taken from the common-law rules governing restraint of 

trade and monopolies. g/ The tradition at common law had been to pro-

mote free and open competition while encouraging freedom of opportunity. 

The English and .American courts had ~ ~~=tory of holding unlawful many 

types of combinations, monopolies, and contracts which unreasonably 

restrained trade. This common law practice was adopted by the Congress 

in its struggle against the unreasonable power of the trusts as they 

existed in 1890. 

The Sherman Act aims primarily at maintaining and promoting inter-

state and foreign trade or commerce [emphasis supplied]. 3/ Sherman was 

never int-ended to reach all contracts and combinations. in restraint of 

trade or all monopolies. Rather, only, " . • • . the unlawful combination, 

tested by the rule of common law and human experience_, that is aimed at by 

this bill, and not the lawful and useful combination.n ~ 

Congress accordingly enacted the Sherman Act pursuant to its 

authority under pQe commerce clause of the Constitution, Article I, 

1/ 15 u.s.c. § l. 
2/ Julian Von Kal.inowski, Business Organi;zations, Anti trust Laws AAd 

Trade· Regula ti on, vol. 16 § 302 [ 1] (.1970) • · 
3/~Northern Pacific Ry. v. U.S., 356 U.S. 1, 4, 78 S, Ct. 514. 
~/ 21 Cong. Rec. 2457 (1890). . 
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-Section 8. Section 1 of Sherman provides--

Every contract, combination in the form of trust or 
otherwise, or conspiracy in restraint of trade or 
commerce among the several States, or with foreign· 
nations , is hereby declared to be illegal. . • • !/ 

Section 2 makes it a crime to--

monopolize, or attempt to monopolize, or combine or 
conspire with any other person or persons, to monopo
lize any part of the trade or commerce among the 
several States, or with foreign nations ••.• g/ 

The Clayton Act 

The Clayton Act lf was passed, along with the Federal Trade 

Commission Act, on.October 15, 1914. Its passage was a result of 

popular feeling that Sherman needed supplemental legislation if the. 

trusts were to be effectively controlled. Section 1 of the Clayton 

Act defines "commerce" in general as including trade or commerce among 

the several states and with foreign nations.'!!./ Section 2 of Clayton was 

amended by-.the Robinson-Patman Act of 1936 which generally condemns price 

discrimination within the United States. 'if Section 3 ~enerally makes 

it unlawful to sell or lease patented or nonpatented items, for use or 

resale within the United States where the effect ma;y be to substantially 

lessen competition or tend to create a monopoly. 6/ 

Section 7--the merger provisions--represents the most important area 

of Clayton to be examined in this study. It deals with commercial cor-

porate mergers--

!/;15 u.s.c. § 1. 
2/iid. § 2. 
3;·15 u.s.c. § 12-27. 
:£' Id. § 12. 
5/ Id. § 13(a). 
6/ Id. § 14. 



where in any line of commerce in any section of the 
country, the effect may be substantially to lessen 
competition, or tend to create a monopoly. 1/ 

The Federal Trade Commission Act 

The Federal Trade Commission Act was enacted on the same date as 

was Clalfton above. The Federal Trade Commission is given power to 

prevent "unfair methods of competition in commerce and unfair or 

deceptive.acts or practices in commerce." The Federal Trade Commission 

has, along with other powers, concurrent jurisdiction in dealing with 

acts which are illegal under other antitrust laws, as the prohibited 

"unfair acts of competition" within the meaning of the Federal Trade 

Commission act have been interpreted as including acts violative of 

Sherman and other antitrust laws. g/ 

The Webb-Pomerene Act, discussed below, provides that the Federal 

Trade Commission Act--

shall be construed as extending to unfair methods of 
competition used in export trade against competitors 
engaged in export trade, even if the acts constituting 
such unfair methods are done without the territorial 
jurisdiction of the United States. 3/ 

The Webb-Pomerene Act 

Section 2 of the Webb-Pomerene Act of 1918, 15 U.S.C. 61-65, 

states that nothing in the Sherman Act•-

1/ Id. § 18. 
2.J Federal Trade Commission v. Cement Institute, 333 U.S. 683, 

68-Sup. Ct. 793 (1948). 
11 15 u.s.c. § 64. 
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shall be construed as declaring to be illegal an 
association entered.for the sole purpose of engaging 
in export trade, and actually engaged in such export 
trade, or· an ~reement made or act ~one in the course 
of export trade by such association, provided such 
association, agreement or act is not in restraint of 
trade within the United States, and is not in restraint 
of the export trade of any domestic competitor of such 
association. 

Thus, the Act provides a "carefully guarded exemption" to large and 

small firms from the antitrust laws for cooperative participation in 

export associations. These export associations must be limited to 

American members and there is no application to joint foreign invest-

ment. 

The policy underlying Webb-Pomerene stemmed from a desire to 

insure free access to foreign markets for domestic exporters on a 

competitive basis. The Act was intended to achieve equality or oppor-

tunity especially for smaller businesses in competition with foreign 

cartels. The Act does not authorize any activities by merger or joint 

venture between American and foreign corporations which could restrain 

domestic export cOI1Unerce. 1/ 

Section 3 provides an exemption from the merger provisions 

(Section 7) of the Clayton Act with respect to a member company buying 

stock in an export association. Section 4 expands the jurisdiction of 

the Federal Trade Commission Act to include acts outside of the United 

States, and Section 5 provides for registration of such export associ-

ations with the Federal Trade Commission. The Federal Trade Commission 

1/ Scott and Yablonski, Transnational Mer ers and Joint Ventures 
Affecting American Exports, 1 Antitrust Bull. 1 1969), at 5 n. 7. 
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may also investigate any activities which violate Section 2, above, 

of the Act and may make recommendations to the export associations 

(which can be enforced by the Attorney General) for business adjustment. 

Although at first glance it would seem that Webb-Pomerene repre-

sents a relaxation of domestic antitrust enforcement with its exemption 

from the Sherman Act for export associations, such may not be the case. 

One expert in the field has stated, 

These are the provisions of an anomalous statute 
which exempts export associations from the Sherman Act 
upon such strict conditions that the Sherman Act appears 
to be actually reinforced with additional prohibitions 
against acts in foreign trade which substantially lessen 
competition in the United States or restrain trade therein. 
Further, the Federal Trade Commission Act is specifically 
declared to be applicable to unfair methods of competition 
"without the territorial jurisdiction of the United States." 
Under Section 5, the Commission is enjoined to watch such 
associations closely for violations of the strict conditions 
imposed upon them by the act. }./ 

Import-related antitrust statutes 

Section 73 of the Wilson Tariff Act contains antitrust provisions 

concerning foreign commerce. The section states that every combination, 

conspiracy, trust, agreement, or contract made by or between two or more 

persons, either of whom is engaged in importing any article from a 

foreign country into the United States is illegal and "void" when 

intended to operate in restraint of lawful trade or to increase the mar-

ket price of any imported articles in any part of the United States, 

"or any manufacture into which such imported article enters or is 

intended to enter." Y 

l_/ Fugate, Foreign Commerce and the Anti trust Laws ( 1958), 11.t p .' 16·3-:
g/ 15 U.S.C. §§ 61 et~· 
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Section 337 of the Tariff Act df 1930 l:} prohibits unfair practices 

' 
in import trade. The Tariff Commission investigates unfair methods of 

competition or unfair acts in the importation of articles into the 

United States or in their sale in the United States, the effect of 

which is to destroy or substantially injure an industry efficientiy and 

economically operated in the United States, or to restraiJ1 or monopolize 

trade and commerce in the United States. Tariff Commission findings are 

transmitted to the President who, when the existence of such unfair 

methods and acts are established to his satisfaction, excludes the sub-

:ject importe~ goods from entry into the United States. 

Although the bulk of Tariff Commission investigations u~der section 

337 have involved infringement of domestically held patents by foreign 

manufacturers, great potential exists for the use of this statute to 

curb antitrust-related unfair trade practices. Although section 337 

~ives the Commission broad discretion over unfair acts wh~ch restrain 

or monopolize trade, only a few .complaints have involved alleged acts 

causing restraints of trade or monopolies. 

Recogni~ion of the potential of section 337 has been voiced often, 

including in a report to the President submi t.ted by the Special Represen-

tative for Trade Negotiations of January 14, 1969, entitled Future United 

States Foreign Trade Policy. This report notes at pp. 26-7 that domestic 

industries have doubtlessly been damaged by foreign restrictive business 

practices such as export cartels formed for the purpose either of increas-

ing the ability of a foreign industry to penetrate the U.S. market or of 

1/ 19 u.s.c. 1337. 
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reducing competition among exporters to this market so as to increase 

profits. Section 337 is viewed as an effective means of protecting 

the domestic market against such restrictive practices. 

Development and present status of the extraterritorial 
~pplication of the Sherman Act 

The eighty years of the existence of the Sherman Act have witnessed 

a growth in the reach of the Act through judicial interpretation to 

cover parties and acts outside the confines of the United States. This 

development has permitted domestic courts to exercise jurisdiction over 

foreign nationals and corporations and over domestic corporations domi-

ciled overseas. The discussion below will briefly outline Sherman's 

judicial metamorphoses and examine its present status. 

In determining whether combinations or conspiracies in restraint 

of trade exist within the meaning of Section 1 of Sherman, courts have 

applied two tests: The "Rule of Reason", and the "Per Se" illegality. 

The early cases under Sherman had interpreted the Section 1 language 

literally, that every contract, combination, or conspiracy in restraint 

of trade is illegal. 1/ In the Standard Oil case of 1911, gj the 

Supreme Court applied the "Rule of Reason" test to find that only 

unreasonable or undue restraints of trade were illegal. In the 

American Tobacco case, JI the court held that Sherman applied only to 

common law restraints including contracts or combinations which operated 

to the prejudice of the public by unduly restricting competition "or 

1/ Fugate, supra, n. ls at 11. 
7I.J Standard Oil Co. (New Jersey) v. United States, 221 U.S. 1, 31 

Sup. Ct. 502 (1911) . 
]./U.S. v. American Tobacco Co., 221 U.S. 106, 31 Sup. Ct. 632 (1911). 
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·which, either because of their interest nature or effect, or because of 

the evident purpose of the acts" injuriously restrained trade. 1/ 

Some types of agreements are ta.ken as having a per se unreasonable 

restr~int of trade. In the Trenton Potteries?} case, the court found 

that an agreement among competitors was illegal regardless of the 

reasonable prices charged. In Socony Vacuum, l/ it was stated that, 

"any combination formed for the purpose and with the effec:t of raising, 

depressing, fixing, pegging, or stabilizing the price of a commodity in 

irterstate or foreign commerce is illegal, per se." Per se violations 

have included" group boycotts, divisions of market territories (including 

quota allocations), agreements to limit production or control supply, 

allocation of customers, division of fields of production, and the use of 

patent-tying clauses to obtain an additional. monopoly not within.· the tenns 

of the patent grant . .!±./ 

American courts have generally considered the extraterritorial 

reach of the Sherman Act in terms of "market power", "effect", and 

"intent". 2) Two questions arise when domestic courts deal with inter-

national antitrust problems: (1) does the court have jurisdiction?; 

and (2) did Congress inten~ an extraterritorial application of the 

st'atute in this instance? Jurisdiction does not present great problems 

today as courts. have l.i-ttle difficulty in .establishing personal juris-

diction over foreign corporations. A:' .. corporation is a "person" for 

1/ ld. b3 . 
2/ U.S. v. Trenton Potteries Co., 273 U.S. 392, 47 Sup. Ct. 377 (1927). 
3! ~ v. Socony Vacuum Oil Co., 310 U.S. 150, 60 Sup. Ct. 811 (1940). 
4/ Fugate, supra, n. 15 at 13. 
'i/ Reynolds, Extraterritorial A lication of Federal Antitrust Laws, 

2C Vand. L.R., 1030 19 7 . 
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purposes of Sherman jurisdiction, and Section 8 of the Act states that 

"person" includes corporations established under foreign law. The 

traditional test for determining personal jurisdiction is followed in 

the case of foreign corporations, so that a federal court can exercise 

jurisdiction over such foreign entity if the corporation has such 

"minimum contacts" within the forum that the maintenance of the suit 

does not offend traditional conceptions of fair play and substantial 

justice. 1/ The ''minimum contacts" test has been liberally interpreted 

in domestic law so that today a one-shot entry into the forum jurisdiction 

may suffice for purposes of obtaining jurisdiction over the foreign "per-

son". 

After the foreign corporation has been validly served and is before 

the court, the court must consider the extraterritorial application of 

the substantive law of Sherman. The discussion below will demonstrate 

how the courts have extended the reach of Sherman beyond the territorial 

limitations of the United States. 

The Banana case was the first foreign commerce case considered by 

the United States Supreme Court. 2/ There, the majority based its 

decision upon a strict territorial principle of construction. In find-

ing that the acts committed by the defendant were not violative of 

Sherman, the court stated at 356, 

1/. International Shoe. Co; .. Y... Washington, 32,6 U.S. 310,. 316 ( 1945) . 
2/- .American Banana Company v. United Fruit Company, 213 U .s. 347 

(1909). 
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But the general a.pd almost universal rule is that the 
character of an act as lawr"'ul or unlawful must be 
determined wholly by the law of the country where the 
act is done. 

American Tobacco l/ found the Supreme Court concerned over agree-

ments between British and American finns to divide world markets and 

found without discussion that the lower court had erred in dismissing 

the foreign defendants. These two early cases reflect the dichotomy 

with which the court wrestled--that of respecting the international 

principle of sovereign territoriality, while at the same time attempt-

ing to prevent the unreasonable cartelization of American commerce. 

In United States v. Pacific and Arctic Railway and Navigation 

Company, E,/ the Court held that a combination to control transportation 

within the United States was within the jurisdiction of the United 

States in spite of the fact that part of the transportation route was 

outside the United States. The court stated at 106: 

..• we m13¥ certainly control such (foreign] citizens 
and corporations operating in our territory, as we 
undoubtedly ma\Y control our own citizens and our own 
corporations. 

In the later case of United States v. Sisal Sales Corporation, 1./ 

the court declared a conspiracy to monopolize United States foreign 

commerce in sisal to be illegal. Here, the justices emphasized the 

aspect of unlawful results within the United States, and still requlred 

some "act" within the United States by a foreigner or pursuant to an 

agreement with a domestic party. '!::) 

1/ United States v • .American Tobacco Company, 221 U.S. 106 (1911). 
2./ 228 U.S. 87 (1913). 
3/ 247 U.S. 268 (1927). 
!il Reynolds, supra, n. 25 at 1037. 
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After the second World War, the United States emerged as the world's 

economic colossus, and the attitudes of American jurists shifted from 

requiring ~'acts" to have occurred within the United States, to exa."'llining 

the extent to which restraints affected domestic commerce. In United 

States v. National Lead Company, l/ American and foreign companies 

were found to have participated in an international restraint of com-

merce in titani1llll pigments. The majority held that the Sherman Act 

could reach the foreign corporations as the object deemed unlawful was 

a conspiracy in the United States affecting .American commerce. Effects 

on United States commerce, rather than acts found to be within the 

physical confines of the U.S. borders came to be the test of Sherman 

applicability. 

In United States v. Timken Roller Bearing Company, g_/ the majority 

held that restrictive agreements made in foreign countries by Timken 

with two of its independent subsidiaries were violative of Sherman. 

The Court stated at 309: 

. . . the fact that the cartel arrangements were made on 
foreign soil does not relieve defendant from responsi
bility. . . • they had a direct influene!ng effect on 
trade in tapered bearings between the United States and 
foreign countries. (Emphasis supplied.) 

Through its reliance on the "effects" test, the Supreme Court has 

authorized an almost unlimited extraterritorial application of the 

Sherman Act. Almost any commercial enterprise occurring anywhere on 

the globe could conceivably have some "effect" on domestic commerce. 

A recognition of this fact by an .American eourt is found in United 

1/ 63 F. Supp. 513, aff'd, 332 U.S. 319 (1947), 
?:._! 83 F. Supp. 288, modified on appeal, 341 U.S. 593 (1951). 
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-States v. Aluminium Company of America. 'd:J In finding a violation.of 

Sherman, the court noted that a State could impose its laws upon persons 

not within its boundaries for conduct outside its borders which has 

consequences within those borders. Thus, at present, proven effects on 

American commerce may bring totally foreign conduct within the scope of 

the Sherman Act. 

Section 7 of the Clayton Act is the antitrust sanction most 

frequently applied against mergers. Section 7 concerns the acquisition 

by one corporation "engaged in commerce" of "another corporation engaged 

also in commerce", if the acquisition may substantially lessen compe-

titian "in any line of commerce in any section of the country." gj 

Section 1 of the Clayton Act defines "commerce" as including "trade or 

commerce with foreign nations". 1J Section 7 controls acquisitions of 

foreign firms only if the foreign firms are actually "engaged" in the 

foreign commerce of the United States and if the acquisition may lessen 

competition "in any line of commerce in any section of the country." 

The Clayton Act requires only that anticompetitive effects be felt 

l'Tithin "a section of the country"; but the transaction causing the pro-

hi bi ted effect does not need to occ"l. ... r within the geographical confines 

of the United States. Since an acquisition in a foreign country by a 

domestic firm could grant that firm a dominant position in the foreign 

market ~nd therefore impede or prevent American exports to that market, 

Section 7 may apply to all transactions affecting United States exports. 1:±./ 

1/ 
2/ 
31 

148 F. 2d 416 
15 u.s.c. 18. 
15 u.s.c. 12. 

(2d Cir. 1945). 

'!:../ Scott and Yablonski, Transnational Mergers and Joint Ventures Affect
ing American Exports. 14 Antitrust Bull. 1 at 12 (1969). 
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The language in Section 7 which restricts its application to combinations 

of "corporation[s] engaged in commerce" does not exclude foreign mergers. 

I 

Even potential competition of an American firm may be "engaged in conunerce" 

within the meaning of Clayton. 1J 

Some commentators note that Section 7 cannot be applied to govern 

business practices in foreign jurisdictions: 

It thus appears . . . that Section 7 cannot be extend
ed extraterritorially into foreign markets to regulate 
competition in those markets under the guise of regul
ating the production of goods in this country. ~./ 

The contrary argument--and one which would seem to accord with the 

trend in antitrust enforcement--would find that Congress intended in 

Clayton to stem the tide of concentration and oligopoly~ Therefore, 

Clayton could be applied to enforce a United States public policy of 

promoting greater competition in a foreign market if the proscribed 

activities were found to produce anticompetitive effects within the 

United States. 

Section 5 of the Federal Trade Commission act supplements the 

power of Section 7 of Clayton. Section 4 of the Webb-Pomerene Act 

applies the provisions of section 5 to "unfair methods of competition 

used in export trade against competitors engaged in export trade even 

though the acts ... are done without the territorial jurisdiction of 

the United States." l/ The Supreme Court has granted the Federal Trade 

Commission broad discretion in the application of Section 5, 1:!:J and it 

1/ Id. at 13. 
g/ Donovan, The Legality of Acquisitions and Mergers Involving American 

and Foreign Corporations Under the United States Antitrust Laws, 4o So. 
Calif. L. Rev. 38, 111 (1967). 

3/ 15 u.s.c. 64. 
4/ Atlantic Refining Co. v. F.T.C., 381 U.S. 357 (1965); FTC v. Colgate

Palmolive Co., 380 U.S. 374 (1965). 



can thus be invoked in the case of an acquisition which would eliminate 

only potential competition. 

Recent developments in U.S. antitrust regulation 

Although foreign businessmen considering investments in the United 

States have in the past expressed fear about the risk that, if they do 

enter the American marketplace, they may expose their entire worldwide 

operations to the jurisdiction of American courts--that fear may prove 

to be unreasonable. 

The Supreme Court has repeatedly stated that only those activities 

abroad which directly and substantially affect U.S. foreign commerce 

come within U.S. courts' jurisdiction under the antitrust laws. 1J 

Mere "presence" of the foreign corporation inside the United States will 

not subject its overseas operations to U.S. regulation in the absence of 

this effect on U.S. commerce. 

A former Assistant Attorney General and head of the Antitrust 

Division has· sought to reassure foreign firms contemplating U.S. invest-

ment s with the foll.owing language: 

Doing business in the United States does, of course, 
contemplate acceptance by foreign firms of our basic 
national policy of competition, and of the scheme of anti
trust enforcement which is designed to translate that policy 
into reality in the marketplace. This fact, however, should 
not trouble the foreign businessman who is thinking about 
entering, or investing in, the United States market. He 
can hardly expect better treatment than domestic firms; Anti
trust promises that he will receive no worse. Exclusionary 
or discriminatory business practices directed against foreign 
firms will be given no better treatment at the Antitrust 
Division or the Federal Trade Commission than when a United 
States firm is the victim. 

lJ Fugate, Antitrust Aspects of Transatlantic Investment. Law and 
Contemporary Problems, vol. XXXIV, no. 1 at 143 (1969). 
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By the same token, the .American economy realizes 
substantial benefits--in the way of vigorous new com
petition, new products, new technology--which foreign 
and multinational firms a.re thereby enabled to offer. 
If we are honest with ourselves, we must admit the 
need therefor--in a number of sectors of the economy. 1./ 

international interest in coordinating the anticompetitive regula-

tions of different nations has existed since the 1930's. Conferences 

and proposals have resulted from this common interest in preventing 

conflicts of national laws in the antitrust arena such as occurred in 

the celebrated ICI-BNS cases £/ in the early 1950's. 

In ICI, the United States Federal Court, in the Southern District 

of New York, ordered Imperial Chemical to re-transfer British patents 

to DuPont for licensing. The British Court refused to carry out this 

order. Thus, an .American court ordered an act on British soil which 

conflicted with British law, and the British accordingly refused to 

extend comity to part of the .American decree. 

International efforts to prevent future conflicts have resulted in 

several significant procedures. The Organization for Economic Cooperation 

and Development (OECD) is a treaty organization made up of 19 European 

countries, Canada, Japan, and the United States. In 1967, the OECD 

council recommended areas for international cooperation in antitrust 

problems. 11 This OECD recommendation focused on three areas: 

(1) Advance notification of actions to be taken by one country under its 

antitrust laws which could affect the interests of another country, 

1/ Address by Richard W. McLaren Before the National Industrial 
Conference Board,· Inc., March 5, 1970. 

£/ !L.§.:_ v. Imperial Chemical Industries, Ltd., 100 F. Supp. 504. 
(S.D.N.Y. 1951), 105 F. Supp. 215 (S.D.N.Y. 1951); British Nylon 
Spinners, Ltd. v. Imperial Chemical Industries, Ltd~, 2 All E.R. 780, 
(1952), final judgment, 3 All E.R. 88 (1954). 

-11 OECD--Doc. c ( 67) 53 final of October 10, 1967. 



(2) coordination of' enforcement poli.Cie'f:; of' national states, and 

(3) exchange of 4.nform:ation on restrictive business practices to the 

extent permissible under national law. These recommendations a.re a 

first step towar'd a comprehensive system of international cooperation. 

The OECD also maintains a restrictive Business Practices Committee 

which operates as an arena for antitrust discussion and consultation 

among the offici'als of member countries. The committee meets biannually 

with more frequent subcommittee meetings. It is generally made up of 

national govermnent officials in the field of restrictive business 

practices . .American representatives have included officials of the 

:Departments of Justice, State, ·and Commerce, and the Federal Trade 

Commission. 

The United States has attempted t·o ameliorate pote·ntial conflicts 

of sovereignty resulting frafu the extraterritorial application of its 

anti trust laws in a hi.linber 0f bd.l:ateral agreerneri'ts. Since 1950, the 

United States has negotiated a number ·of treaties o'f Friendship,. Com-

merce and Navigation which c6htain a ti:-est·rictive business practices 

clause. These treaties are presently i:h force with Denmafk, France, 

Germany, Greece, Ireland, Israel, Italy, Japan, Korea, Nicaragua, and 

Pakistan. Wording of these clauses follows this general scnerile: 

The two High Contracting Parties agree that business 
practices which restrain competition, limit access to mar
kets or foster monopolistic control, and which a:re engaged 
in or made effective by one or more private or public cciril
mercial enterprises or by combination, agreement or other 
agreement among public or private cemmercial enterprises 
malf have harmful effects upon the commerce between their 
respective territories. Accordingly, each High Contracting 
Party agrees upon the request of the other High' Contracting 
Party to ·consult with respect to any such practices and to 
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. . 

take such measures as it deems appropriate with a view 
to eliminating.such harmful effects. 1/ 

The United States has had a consultation procedure with the Canadi-

an gqvernment since the early 1960's. This "Antitrust Notification and 

Consultation Procedure" is an informal arrangement which resulted from 

discussions between then Attorney General Rogers and Canadian Minister 

of Justice Fulton, and which was brought up to date by a 1969 meeting 

between then Attorney General Mitchell and Canadian Minister of Consume~ 

and Corporate Affairs Basford. 2/ This agreement provides that each 

country, in enforcing its own antitrust (U.S.) or anticombines (Canada) 

laws, will consult the other -when interests of the other country will 

be potentially affected by such enforcement. These consultations explore 

means of avoiding situations which could precipitate misunderstanding or 

objections in the other country. It is the opinion of antitrust experts 

that this procedure has worked very well. lf 

The Departments,. of Justice and State have an informal interagency 

consultation procenure in which officials of the two agenciea discuss 

~reposed antitrust action among themselves and often with foreign country 

representatives. U.S. government representatives maintain contacts with 

officials of the Commission of the European Communities through visits 

between Brussels and Washington. 

The antitrust policies of the United States are the widest-ranging, 

most comprehensive, and date from an earlier time than do the policies. 

1/ Treaty with Italy, Feb ... ~, 1948, Art XVIII, par. 3, 63 Stat. 2255, 
T.I.A.S. No. 1965 (effective July 26, 1949). 

2/ ·Department of Justice Press Release of November 3, 1969. 
3/ Fugate, Pariel Discussion ·on Recent Antitrust Developments and Their 

Impact on International Trade, 93rd Annual Meeting of the .American Bar 
Association, St. Louis, Missouri, August 10, 1970. 
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of any of the other industrialized nations. In considering the U.S. 

scheme of regulating restrictive business practices in the context of 

the multinational corporation, a Briton has commented: 

The U.S. has the most effective anti-trust record in the 
world. . A similarly militant body would benefit many 
countries. But for firms actually entering the U.S. 
market, what matters is how liberally the U.S. authorities 
ipterpret the doctrine of "potential competition" and how 
generously they allow such finns to get a foothold in a 
market before applying the full weight of the anti-trust 
provisions. Otherwise, the main problem is still going 
to revolve a.round "extra-territoriality". Increasingly, 
governments will not accept the right of another nation's 
anti-trust authorities who, in this case, are the only 
people likely to make the sort of tough decisions that 
matter. All one can hope is that any move toward an 
international anti-trust authority will be heavily 
influenced by the U.S. ethos. 1/ 

Restrictive business practices policy in the European Communities 

The European Economic Community was born out of the Treaty of Rome 

in 1957. ~/ Fram its early stages as a loose coalition of national 

sovereignties it has expanded (now merged with the ECSC and Euratom in 

the combined European Communities (EC)) and grown mo~e cohesive so that 

today the EC represents an economic superpower. If present trends con-

tinue as expected, the EC is certain to grow more united economically 

and politically. Accordingly, community laws regulating business 

practices may rapidly gain preeminence over national laws as businesses 

transcend national boundaries and the wholly European conglomerate 

develops._ This section will examine the restrictive business practices 

regulations of the EC, and will touch on their conflict with the regu-

lations of the member states. 

1/ L. Turner, Invisible EmI?ires: Multinational Companies and the 
Modern World, 1970. 

g_I 298 U.N.T.S. 14, CCH Comm. Mkt. Rep. Par. 114. 



At present, a. dual system of national and community antitrust law 

exists. Each member nation maintains its own set of interior regula-

tions, while anticompetitive acts between member states are, at least 

in theory, governed by provisions of the Treaty of Rome. 

An important predecessor of the Treaty of Rome is the European 

Coal and Steel Community (ECSC) Treaty which was signed in 1952. 1/ 

The Rome Treaty drafters desired to preserve the ECSC and accordingly 

provided that the new EEC would not infringe the jurisdiction of the 

ECSC. 'g/ As is evident by its title, the ECSC Treaty purports to 

r~gulate only the relatively narrow field of coal and steel production 

within the European Community. 

Article 4 of the ECSC Treaty contains a general prohibition on 

discriminatory practices, import and export duties, and state aids. 

Articles 60 and 65 contain the provisions regulating competition and 

competitive practices. 

.... 
Article 60 is similar to antitrust provisions of United States law. 

It. prohibits .. : (1) price reductions for temporary periods or within 

local areas when the purpose of such practices is to gain a monopoly 

within the common market and, (2) the application of unequal terms of 

sale in comparable transactions. All settlers of coal and steel a.r:e 
" 

required to publish current price lists. Basing points selection is 

permitted so long as the selection does not result in unrealistic and 

distorted pricing practices. 

1/
1 

261 U.N.T.S. 140. 
g_; ~t. 232, Treaty of Rome. 
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Article 65(1) prohibits all agreements and concerted practices 

which tend, either directly or indirectly, to prevent, restrict or 

distort the nonnal operation of competition within the Common Market. 

Far more important than the ECSC provisions, are the restrictive 

business practices regulations embodied in Articles 85 and 86 of the 

Rome Treaty. Like the U.S. antitrust laws, these articles a.pply- .. to the 

areas of restrictive practices, discrimination, and market domination. 

Article 85(1) prohibits restrictive agreements, decisions, and 

concerted practices. Article 85(2) declares that restrictive agreements 

are automatically null and void. Under Article 85, three requirements 

must be satisfied before a seller's actions are considered illegal: 1/ 

1. there must be an agreement between en~erprises on 
concerted practices, and 

2. the agreement or practice must be likely to affect 
trade between the member states, and 

3. the agreement or practice must have as its object 
the prevention, restriction or distortion of trade 
within the Common Market. 

Article 86 prohibits the exploitation of a dominant position within 

the Common Market or a substantial part thereof. Actions by an enter-

prise in an attempt "to take improper advantage of a dominant position 

within the Common Market or within a substantial part of it shall be 

deemed to be incompatible with the Common Market and shall hereby be 

prohibited." '?:/ It is noteworthy that under Article 86, no agreement 

or conspiracy between the dominant firm and another firm is necessary. 

An individual enterprise ma;y be subject to Article 86 sanctions if its 

actions violate the Treaty. 

1f Bagnell, International Incompatibility, 29 U. of Pitt. Law Review 
599, at 600. (1968). 

'?:/Art. 86, Treaty of Rome. 



811. 

The EC Conunission is the antitrust governing body of the Common 

Market and its powers a:ce enumerated in the Treaties and in regulations 

issued by the Council and the Commission. 1:/ The Council and the 

Commission are composed of representatives of member states, as is an 

advisory committee of experts dealing with antitrust matters. Judicial 

review of the treaties, regulations, and powers of the council and com-

mission is provided by the Court of Justice of the European Community. 

Firms which plan to enter into agreements must notify the Commission 

in advance. The Commission has power to amend, approve, or nullify such 

proposed agreements. Restrictive agreements may be exempted from anti-

trust regulations if there is a commission finding pursuant to Article 

85(3) that such agreements contribute to improving production or dis-

tribution of goods or to promoting technical or economic progress. ~ 

The antitrust laws of the European Community are designed to regu-

late restrictive practices which may affect trade between member states. 

Each member national state also has its own anti trust laws which protect 

the national economy and the public interest of the state. Generally, 

the member states incorporate Community antitrust law in their national 

statutes. The Commission retains plenary power, however, to exempt 

restrictive practices under Article 85(3) and to impose penalties and 

fines for violation of Community law. 

A succinct sketch of this two-tiered antitrust system has been 

given by a recent article: 

1/ Arts . 87 and 89, ICCH Comm. Mkt. Rep. Par. 2201 and 2301 .. 
g/ Regulation 17/62, ICCH Comm. Mkt. Rep. Par. 2461 et seg. (1967). 



Community antitrust law is distinct from the anti
trust laws of the member states not only because the 
sovereignty of each member state is only to a small 
extent merged into the economic community, but because 
the interest protected is different. The protection 
of national trade necessarily gives rise to a distinct 
group of antitrust violations and penalties, and re
quires that exemptions therefrom be granted or denied 
according to the national interest. On the other 
hand, the protection of community trade dictates 
separate violations and penalties directed at arrange
men~s that affect or are likely to affect trade between 
member states. The discretion to punish or exempt 
business conduct under these laws must therefore respond 
to the somewhat broader interests of the entire Community. 
It is conceivable that a particular export arrangement 
would be exempted from the antitrust provisions of a 
member state but fall within the antitrust, proscriptions 
of the Community. 1/ 

As has been noted above, the Commission has exclusive jurisdiction 

to impose fines and penalties for violations of Community antitrust law. 

The Commission and national courts have concurrent jurisdiction to 

nullify or approve restrictive agreements. Decisions are reached at 

the national or Community level by interpreting A.rticle 85 which is a 

part of both Community and national law. It is also possible that 

parallel jurisdiction of the national and Community authorities may 

exist so that the same restrictive practice may be punished on both. 

levels. 

It has been held by the Court of Justice that (1) in cases of con-

flict betwPen Community and national rules on competition, the Community 

rules prevail, and ( 2) in case of conflict between national decisions 

and a Commission decision concerning a restrictive practice, national 

authorities must respect the decision of the Commission. 2/ 

y 
Law, 

2/ 
Cour 

Zaphirou, Rule of Reason and Double Jeo ard in Euro ean Antitrust 
6 Texas International Law Forum 1, at 3. 1970) . 
Wilhelm v. Bundeskartellamt, Recueil de la Jurisprudence de la 
1, 2 CCR Comm. Mkt. Rep. Par. 8056 (1969}. 
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The issue of jurisdictional conflicts between EC and member 

states in the antitrust field is of critical importance due to the 

differences in philosophies and enforcement. Of the original six 

members, the French and German antitrust laws are the most similar to 

the EC rules. They employ the same basic approach of prohibition of 

restrictive agreements with exemptions in particular cases and of 

supervision of abuses of market dominating enterprises. German anti-

trust law is most similar to that of the United States and German anti-

trust authorities are especially vigilant and well-staffed. This situa-

tion is of course due to post-war anti-cartel policy fostered by the 

allied occupation out of a desire to prevent the types of abuses in-

herent in.an over-centralized economy which had produced such notorious 

cartels as the Krupp and I.G. Farben empires. 

Even with France and Germany, there are differences between national 

antitrust laws and tho~e of the EC. These lie primarily in the areas 

of interpretation of general legal terms, appreciation of economic 

situations and extent of enforcement. Belguim and the Netherlands, on 

the other hand, generally do not prohibit restrictive agreements, but 

merely subject them to control of abuses. Thus, an agreement is valid 

until the antitrust authorities take action. Italy has practically no 

national antitrust law, and the antitrust rules of Luxemburg are 

limited to prohibition of resale price maintenance and of refusals to 

sell and discriminatory practices engaged in for the purpose of avoiding 

this prohibition. 1./ 

!/Markert, The .nyestuff Case: A Contribution.to the Relationship 
Eetween.the Antitrust Laws of the Euro ean Economic Communit and its 
Member States, 1 Anti trust Bulletin 9 at 870-71. 19 9 . 
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Significant Commission decisions under article 85 include the 

Dyestuff Case of 1968. 1J There, the European Court of Justice was 

referred the case from the Berlin Court of Appeals after the German 

Federal Cartel Office had fired four German dyestuff manufacturers 

(Badische Anilin, Farben Fabriken Bayer, Farbwerke Hoechst, and 

Casella Farbwerke Mainkur) for illegal price fixing under Section 1 

and 38 of the German antitrust statute. The Court approved the theory 

that a restrictive business practice could properly be the subject of 

proceedings both: at the national and community levels. It noted that, 

.. the same cartel may, in principle, pe the subject 
of two parallel proceedings, one before the Community 
authorities under Article 85 of the EEC Tr'eaty, and the 
other before the national authorities under internal law. '?:../ 

Consten and Grundig v. Commission of the European Economic Commun-

ity 1.J in 1966 concerned agreements between suppliers and their out-

lets. In Grundig, a German TV and radio manufacturer had granted an 

exclusive distributorship to Consten, and French distributors were there-

by precluded from imported Grundig equipment from other Common Market 

countries. The Commission held that the agreement was unlawful under 

85(1) and was not subject to exemption under 85(3), The Court of Justice 

affirmed. Grundig has been interpreted as standing for the proposition 

that provisions in distribution agreements which prohibit parallel im-

ports are unlawf'ul per se under Article 85(1) if they are intended to 

maintain separate national markets within the Community for a widely 

distributed brand of products. 4/ 

1/ CCR Comm. Mkt. Rep. § 8056. 
2/ Id. at p. 7866. 
3/ CCR Comm. Mkt. Rep. § 2473, § 8046. 
4/ Kelleher, The Common Market Antitrust Laws: The First Ten Years, 

12-Antitrust Bulletin 1219 (1967). 
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Perhaps the most significant development in recent years has been the 

emergence of Article 86 as the vehicle by which mergers and acquisi-

tions are to be controlled. I.n 1966, the Commission issued a momo-

randum which stated that increased combinations of European firms in 

the Common Market was a desirable objective in order to permit European 

business to meet the competition of large third-country enterprises 

such as the American and Japanese multinational firms. l./ Article 

86 was accordingly promoted as the most effective means of permitting 

combinations to achieve "dominant positions" by European firms while 

curbing mergers which had a flagrantly anti-competitive effect. 

The Commission memorandum notes that: 

:the closer an enterprise occupying a dominant position 
comes to creating a monopoly through mergers with or 
absorption of other enterprises, and the more it thus 
jeopardizes the pUrChase:r;S I' SUpplierS I "·and Ultimate 
consumers' freedom of choice, the more likely it is 
that it thereby enters the sphere of improper exploi
tation. g/ 

Article 86 has recently been applied by the Commission in the 

Continental Can case of December, 1971. 1./ In its decision, the 

Commission found that Continental Ca~ Company of New York had abused 

a dominant market position Cin food packaging products 1 by· its acquisi-

tion through its subsidiary Europemballage Corporation of controlling 

interest in the Dutch firm of Thomassen Drijver-Verblifa, NV, of 

Deventer, Holland (TDV). 

1/ Id. at p. 1251. 
2/ CCH Comm. Mkt. Rep., No. 26, March 17, 1966 at Par. 66. 
3! Continental Can Co., IV/612/71-E, December 9, 1971. (unofficial 
English Translation 
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Continental is the sole shareholder of Europemballage Corporation, 

which in turn holds 85 percent of the share capital of Schmalbach-

Lubeca-Werke AG (SLW). Continental holds through SLW a dominant 

position in the German market in light containers for tinned meat 

products, light containers for canned seafood, and metal closures for 

the food packing industry. As the German market constitutes a sub-

stantial part of the Common Market, the Commission concluded that 

Continental holds a dominant position in a substantial part of the 

Common Market. 

The Commission noted at p. 30 that: 

... it is imcompatible with Article 86 of the Treaty 
for an enterprise in a dominant position to reinforce 
that position by combining with another enterprise, and 
so virtually eliminating in respect of the products 
concerned the competition which would otherwise have been 
present, potentially or actually, and despite the initial 
dominant position, throughout a substantial part of the 
common market; ... the acquisition by Continental of 
the competing enterprise, TDV, which itself holds a 
strong position in a market adjoining the German mar
ket, is an industrial operation leading to an irrever
sible change in the supply structure in a substantial 
part of the common market. 

The Commission decision stated that Continental shall terminate 

the infringement of Article 86 and Continental was accordingly 

required to submit proposals to the Commission before July 1, 1972. 

The ramifications of t.his decision are diffic·J.lt to assess at 

this point. With Continental Can as precedent, it is possible that 

Article 86 will now be frequently employed to prevent corporate 

concentration through mergers and acquisitions in the same manner in 

which Section 7 of the Clayton Act is applied in the United States. 

On the other hand, Query, What would have been the Commission de-

cision had Continental Can been a European enterprise given the 
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aforementioned Commission encouragement of combinations of European 

firms? 

The difference between the philosophies of competition in the 

EC and in the United States can be illustrated by the procedural 

differences in determining the illegality of business practices. 

In the United States, if an act falls within one of the prohibitions 

of one of the antitrust laws, it is voided. The Conunon Market, 

however, utilizes a two step approach. First, the act or agreement 

is examined to determine if it violates the provisions of the Treaty 

of Rome or the ECSC Treaty. If a violation is found, the act is then 

exa.Inined to see if it qualifies for an exemption under one of the 

treaties. Thus, even though a restrictive business practice may 

violate treaty provisions, it may still be permitted if it can be 

seen to stimulate the general economy and strengthen the competitive 

position of the member states. 

While increased efficiency is not a defense to an agreement or 

merger violative of United States antitrust laws, Article 85(3) of 

the Rome Treaty does provide such a defense. It has been stated that, 

"The main part of the exemptions is, of course, the basic provision · 

that the agreement or practice must improve the production or distri-

bution or promote technical or economic progress." 1/ 

This difference in competitive philosophy between the United 

States and the EC can be explained by examining the two industrial 

systems. The United States antitrust philosophy stems from the 

1./ Mussard, The Regulation of Restrictive Business Practices under 
the Common Market Treaty, Int'l Comp. L.Q., Supp. Publication #4 (1962), 
p. 21. 
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late nineteenth century when "big business" was denounced as detri-

mental to a laissez faire economy. The American approach to antitrust 

has been to-view "business" with a jaundiced eye in an effort to 

preserve the ever dwindling numbers of small enterprises, United 

States antitrust laws have been said to owe their origin, 

largely to political pressures of an agrarian and 
radical flavour: and there is little doubt that in 
more recent times antitrust has been an outlet for 
powerful currents of "anti-big business" radicalism 
growing out of the years of depression. lJ 

In contrast, the EC remains today a relatively loose coalition 

of· national states· whose economies are sought to be integrated as 

rapidly as possible. In order to encourage rapid integration while 

preventing harmf'ul abuses, a dual system has been developed. Thus, 

restrictive practices which harmf'ully affect the market are prohibited 

while those which benefit the economy are permitted and encouraged. g/ 

The European businessman has an apparent advantage over his 

American counterpart in choosing his methods of sale and distribution 

as long as he can show that the restrictive practices engaged in will 

have the effects of increased efficiency and benefit to the economy. 

Decisions permitting certain restrictive practices to exist may be 

a political rather than a strictly judicial nature. ]./ The European 

approach remains one -of encouraging the growth of European industry 

to creat rivals for the third-country ind1.istrial might of the United 

States and Japan. 

1/ Neale, The Antitrust Laws of the U.S.A., (1962), at 1. 
~ Riske, Antitrust Philosophy of the Common Market - Restraint or 
Prohibition, 17 De Paul Law Review 144, (1967), at 149. 
lf Note 4, supra, at 612. 
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Japanese antimonopoly legislation 

In order to appreciate the present Japanese approach to anti

trust regulation, it is necessary to examine pre-World War II cartel 

growth and post-war regulations. 

Capitalism in Japan can be traced from the Meiji Restoration of 

1868 which replaced the government of the feudal Tokugawa Shogunate. 

About 1880 the first cartels began to develop with the Spinning and 

Paper Manufacturing federations. This same period witnessed the 

growth of the Zaibatsu (large conglomerate combines controlled by 

families). A~er World War I, the Japanese government enacted legisla

tion to encourage the growth of monopolies in order to utilize them 

for the control and regulation of industrial development. During 

World War II cartels in both large and sma~l enterprises were trans

formed into controlled governmental organizations established by the 

Important Industries Organization Ordinance of 1941. 

The large Zaibatsu family organizations date back to the 

Seventeenth and Eighteenth centuries. In the typical Zaibatsu, a 

holding company controlled its diversified subsidiaries through means 

of property rights, the right to appoint directors, interlocking 

directorates, contracts, and credits. Zaibatsu controlled banks con

trolled finance through the Banking acts of 1922 and 1927 which con

centrated finance through restricting the minimum capital of banks. 

The 1930's witnessed the decline of small enterprises through 

Zaibatsu acquisition, and the development of cartels in the indus

tries of pig iron, steel products, coal, copper, paper, cement, and 

flour. 
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Zaibatsu growth, favored by government control, continued 

unchecked through World War II. The following statistics illustrate 

the extreme concentration of Japanese industry at the end of World 

War II: The ratio of the aggregate paid-in capital of only four 

cartels (Mitsui, Mitsub:iSri, Sumitomo, and Yasuda) to that of all 

companies in Japan was 24.5 percent in all industries, 49.7 percent 

in finance, 32.4 percent in heavy industries, 10.7 percent in light 

industry, and 60,8 percent in the marine transportation industry • 

. Further, these four Zaibatsu controlled 80 percent of total Japanese 

private investment abroad. 1J 

The allied occupation of Japan after World War II marks the 

beginning of the present period of Japanese anti-monopoly legislation. 

The President of the United States in a directive of September 6, 

1945, declared it national policy to favor a program of dissolution of 

the industrial and banking cartels which had dominated Japanese trade 

and industry. A special mission of 1946 recognized that government-

backed Zaibatsu had been responsible for organized support of mili-

tary aggression and accordingly recommended destruction of Zaibatsu 

organizations and diffusion of economic control. '?:../ 

In 1945, an allied order concerning "Dissolution of Holding 

Companies" was promulgated.· This directive required the enactment of 

1/ Edwards, The Dissolution of Zaibatsu Continues, Pacific Affairs, 
Vol. 19, No. 3, Sept. 1946. 

2/ Fair Trade Cormnission Annual Report for 1947, p. 2. 
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such laws as would eliminate and prevent monopoly and restraint of 

trade, unreasonable interlocking directorates, and undesirable inter

corporate security ownership; assure the segregation of banking from 

commerce, industry a~d agriculture; and provide equal opportunity to 

firms and individuals to compete in industry, commerce, finance, and 

agriculture and a democratic basis. ]_/ 

Pursuant to this directive, the Japanese Ministry of International 

Trade and Industry (MITI) drafted a bill which was eventually pro

mulgated on April 12, 1947, as "Act 'concerning Prohibition 01· Private 

Monopoly and Maintenance of Fair Trade". This Act, as amended, is 

the present Japanese anti-monopoly legislation. 

The Act attemp~s to maintain a free market economy through the 

following provisions: 

1.--Prohibition of Private Monopolies (Section 3), 2.--Prohibi

tion of unreasonable restraint of trade (Section 3), 3.--Prohibition 

of unfair methods of competition, 4.--Prohibition of concerted activ

ities influencing competition (Section 4), 5.--Prohibition of forma

tion of private control organizations (Section 5), 6. --PTior approval 

system and Restriction on international agreements (Section 6), 7 .. -

Restriction on undue substantial disparity in economic power that 

cannot be justified for technical reasons (Section 8), 8.--Prohibi

tion of formation of stockholding companies (Section 9), 9.--General 

prohibition of intercorporate stockholding by non-financial companies 

lJ Supreme Commander Allied Powers, Directive No. 244, Nov. 6, 1945. 



(Section 10), 10.--General restriction on holding stocks by financial 

companies in excess of 5 percent of other company's stock (Section 11), 

11.--Restriction on debenture holding by companies in excess of 25 per-

cent of other company's stock (Section 12), l~.--Prohibi+ions on inter-

locking directorates among companies in competitive relation, and hold-

ing position of directors in five or more companies (Section 13), 13.--

Prior approval system and restrictions on merger or transfer of business 

(Sections 15 and 16). '!:±_/ 

The Act provided administrative measures and penalties in order 

to eliminate unlawful activities. No penalties, however, were pro-

vided for unfair business practices. The Fair Trade Commission (FTC) 

was established as the body competent to enforce the Act. It is a 

quasi-judicial agency which exercises its powers independently from 

the Cabinet. 

Although the original Anti-monopoly Act embodies a comprehensive 

policy of cartel control, its standards soon began to be relaxed by 

various exemptions. A 1949 amendment was permitted in order to facili-

tate easier introduction of foreign capital into Japan to aid in economic 

reconstruction; it lessened the severity of the prohibitions against 

holding companies and interlocking directorates. 

A~er the conclusion of the Peace Treaty in 1951, a 1953 &nenu-

ment was passed which substantially eroded the standards of the 

Anti-monopoly Act. This amendment relaxed the prohibitions and res-

trictions, and authorized the formation of depression and rationaliza-

tion cartels . 

.!±_! H. Iyori, Anti-monopoly Legislation in Japan, 1969) at pp. 14-15. 
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Various other laws exempting certain industries from the impact of 

the Anti-monopoly Act were enacted after 1951. Generally these 

exemption laws permitted three types of cartels: 1.--cartels to 

prevent excessive competition among smaller enterprises, 2.--cartels for 

export and import industries, and 3.--cartels for special rationaliza-

tion. 2.) 

The number of cartels exempted from the regulation of the Anti-

monopoly Act has grown rapidly since 1952. As of the end of March 

1968, there were 1,010 exempted cartels. The rate of cartelization 

is highest in the area of textile products (78.1%). Next follows 

the apparel industry (64.8%), metal products excluding iron and steel 

(50.8%), publishing ani printing (47%), ceramics (41.2%), and iron 

and steel (34.5%). §_/ 

From 1952 to 1962 anti-monopoly restrictions were relaxed and 

enforcement activities were correspondingly curtailed so that in 

1960 only one case was reported to the Fair Trade Commission. Cases 

were reported in the cartel area in the fields of soy sauce, auto-

mobile tires, synthetic fibers, yeast, petroleum, methanol, formalin, 

soda ash, household electrical appliances, board paper, and cameras.· 

Since 1962, government policy increasingly has stressed consumer 

protection and aimed at curbing inflation. This policy has resulted 

in a growing number of anticartel cases. In 1962 actions were brought 

against price cartels in the fields of rubber slippers, vinyl chloride, 

5/ Note 4, supra, at P.· 17. 
§.I Note 4, supra, at p. 133. 
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corrugated plates, and laundry; in 1963 against cartels jn ca~enddrs, 

board paper, sodium cyanide, alwninum wares, corrugated cardboard arid 

corrugated slate plate. Since 1966, cases have arisen concerning re-

sale price maintenance on powdered milk, microscopes, household elec-

trical appliances, and so~ drinks. 

FTC decisions are appealed to the Tokyo High Court and then to 

the Japanese Supreme Court. The Tokyo High Court had decid.ed eight 

major cases as of 1968 of which two were further appealed to the 

Supreme Court and dismissed. II 

In assessing the successes or failures of the Japanese system 

of regulation of restrictive business practices it is necessary to 

point out that the Japanese have no tradition of prohibition of 

monopolies as has the United States. One Japanese expert has noted: 

The Anti-monopoly Act of Japan was modeled after the U.S. 
antitrust laws which belong to Anglo-American jurisprudence 
developed from common law. Therefore, because of the mix
ture of the above two jurisprudences, it was difficult for 
the Japanese to comprehend the law of common law background 
with the civil law concept of Japan. The terms in the Act 
such as 'public interest', 'substantial', 'competition', 
for example, are brand new legal terms which cannot be found 
in any Japanese legislation before World War II. §/ 

Divergent views exist as to the effecti-veness of the Japanese 

approach. One school of thought would find that the present law 

1f Toko Co. v. FTC (J.951, Osaka General Foods v. F'l.'C (1951), Asahi 
Newspaper Co. v. FTC(l953), Japan Publication Assoc~ion v. FTC (1953), 
'I'oko Co. and another v. FTC (1953), Hokkaido Newspaper v. FTC (1954), 
Nippon Oil Co. v. FTC (1957), Noda Soy Sauce Co. v. FTC (1957). 

8/ Michiko Ariga, Conunissioner of Jauanese Fair Trade Commission, in 
a Foreword to Iyori, Anti-monopoly Legislation in Japan (1969), at p. vi. 
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restricts economic growth excessively with the result of intensifying 

competition and of' preventing Japanese industry from developing 

effective international competition. A second scho?l of thought holds 

that the amendments and exemptions to the Anti-monopoly Act have sub-

verted the Act's original purposes and have encouraged cartel growth. 

This latter approach would seem to best accord with the facts of the 

phenomenal growth of post-war Japanese industry and its rapid expansion 

into third-country markets. 

Dr. Corwin Edwards, who led the State Department Zaibatsu group 

in Japan in 1946, has stated: 

The Anti-monopoly Act as it was initially enacted was maybe 
too idealistic and tended to be too strict for the Japanese 
people who were not accustomed to this kind of legislation. The 
relaxation of the Act was considered necessary to some extent in 
this sense, but the relaxation of the Act went too far. Those 
who insist on the relaxation point ~::mt the existence of ex
cessi v.~ competition as a reasop to justify the relaxation, but 
so far as has been judged from any indication, the competition 
in Japan is almost the same as it is in the United States, and 
no particular excessive competition is considered to be in ex
istence. 2/ 

Similarly, the U.S. Senate has heard testimony stating that: 

The remarkable economic development in Japan after the 
War tells the fact that the anti-monopoly policy served a 
great deal for the development of the Japanese economy. The 
anti-monopoly policy has come to be well recognized and well 
supported in general, but it is noted that the government 
still plays a leading role in developing combination and 
cartelization and thus leading Japan backward to return to the 
pattern of the past, not in the direction that other advanced 
·nations head to. lQ./ 

9/ fEdwards,"Protection for the Anti-monopoly Policy," Sekai, October 
.19'.:>~ ·issue. 

l1/ E.M. Hadley, Testimony before the U.S. Senate Antitrust Sub
co~i ttee, U.S. Senate, Foreign Trade and Anti trust Laws, Hearing 
Part 1, 1964, pp. 147-161. 
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It would accordingly appear that although Japan has certainly not 

returned to a pre-war Zaibatsu-dominated economy, the present anti-

monopoly legislation does permit cartelization development to a far 

greater extent than is permitted under U.S. antitrust' laws. 

Restrictive business practices control in Great Britain 

The first important British regulation of restrictive business 

pra~tices was the establishment of Monopolies Commission in 1948. 

'fhe Commission was empowered to make investigations and reports to 

the.Board of Trade lf in both the domestic and export trade fields. 

The Commission's function concerned investigations into activities or 

agreements of domestic firms which controlled one third or.more of 

the supply of certain kinds of products. Commission recommendations 

often resulted in Board of Trade orders which prohibited refusals to 

sell, tying arrangements, or discrimination in supplies, orders, or 

services. 

In 1956, a new statute evolved--The Restrictive Trade Practices 

Act of 1956. Th.e 1948 law was retained to cover export practices 

and to monitor the activities of large firms. 

The 1956 Act is a comprehensive approach to the regulation of 

monopolies and restrictive business practices. It is divided into 

three parts : 

Part I provides for the registration and judicial investigation 

of industrial ag~eements. The Act created an Office of the Registrar 

of Restrictive Trading Agreements, and established a Restrictive 

Practices Court consisting of judges and individuals with a background 

in industry, commerce, or public affairs. 
1/ Now the Department of Trade and Industry. 
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Part II of the Act. concerns Resale Price. Maintenance. . This 

part of the Act was intended to do away with collective boycotts through 

prohibition of the collective enfor~ement of resale prices. The power 

of ·an individual supplier to maintain the r.esale prices of his prod-

ucts, ·however; was extended. 

Part III a.mended the constitution and functions of the Monopolies 

Commission. The Commission now deals with situations in which one 

f.irm or group of· firms controls o·ne third or more of a market, and 

with restrictive agreements rel~t~ng exclusively to exports. These 

·export agreements are registerable with .the Board of Trade and can 

then be referred to the:Commission for investiga:tion. 1/ 

The 1956 Act provides .for public registration o.f domestic restric-

tive agreements concerning goods. This registration system has no 

application to patent and .trade-mark agreements, exchanges of unpatented 

technical developments; legally approved nationalization schemes, 

some types of buyer-seller vertical agreements, or.export or overseas 

trade agreements. As noted above, export agreements are reported 

to the Board 0f Trade and may be the subject of investigation by the 

Monopolies· Commission to determine if the agreement is contrary to 

the publ·ic interest. 

1/ Heathcote-Williams, The Law of Restrictive Trade Practices and 
Monopolies .(1956), at p. vii. 
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Once a restrictive agreement is registered, a rebuttable pre-

sumption arises that it is contrary to the public interest. These 

agreements may be challenged by the Registrar before a special court. 

In order to rebut the presumption, the agreeing parties must demonstrate 

that the agreements are reasonably necessary to furnish benefits 

specified in the law, and that the benefits outweigh the possible 

harmful effects flowing from the restrictive practice. These benefits 

are: 1.--Protection of persons or property against physical injury, 

2.--Specific ·and substantial benefits to users, 3.--That the restric-

tive agreement has for its purpose to counter a restrictive agreement 

used by others, 4.--That the restrictive agreewent is to aid in 

negotiation of fair terms with a monopoly or dominant combination, 

5.--Prevention of serious and persistent adverse effects on industrial 

employment levels, 6.--Prevention of a substantial reduction in the 

trades export business, and 7.--Supplementation of a restriction that 

is not contrary to the public interest. 

When an agreement is found to be contrary to the public interest, 

the court may hold it invalid. The general practice has been to 

accept a type of consent decree whereby the parties agree to cease 

the restrictive arrangement. If such agreement to cease is not 

honored, the court may impose fines for contempt. In one such case, 

galvanized tank manufacturers were fined more than 100,000 pounds. 1/ 

~,.-~~~....-~--~~~~~~~--,.--~~~~~~~~~~~~~~~~~~~~ 

1/ London Times, June 22, 1965. 
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By the middle of 1965, the Court had made decisions in thirty

two cases of restrictions. In twenty-one of the cases, all restric

tions were invalidated, in seven of the cases, the court approved 

the restrictive agreements, and the court accepted some parts of the 

restrictive agreements in the balance of the cases. Reasons for 

approval of restrictive agreements varied from the fact that the 

Court felt the restrictions aided in controlling cost anc price infla

tion in some cases, to a feeling that export trade was facilitated 

in others. 

The success of the 1956 Act can be measured by the fact that at 

the end of 1964, 1,635 restrictiYe agreements had either been 

terminated by the parties er he.d been modified to eliminate tbe re

strictions. 

In 1964 a new law was enacted pursuant to a Board of Trade Study 

which made resale price maintenance illegal and provided for public 

and private civil actions against violators. Again, the Court was 

permitted to exempt certain resale price maintenance schemes where 

the benefit of the scheme outweighs the detriments. Factors to be 

considered concerning benefits are the need to preserve quality, to 

protect health, preserve necessary services, preserve retail estab

lishments needed by consumers, or to avert price increases. Many 

resale price maintenance programs are able to remain temporarily valid 

because the prohibition against them is not applicable pending an 

application for an exemption. 
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A 1965 law was designed to prevent monopolies through regulation 

of mergers between large enterprises. The Board of Trade may now 

refer to th~ Monqpolies Commission for investigation of any merger 

or acquisition which exceeds five million pounds in value of firms or 

which results in the control of more than thirty percent of the sup-

ply of any particular kind of goods. Mergers can be held in abeyance 

pending completion of the Commission report. If such mergers are 

found to be contrary to the public interest, they may be forbidden. 

The 1965 Act also extended the coverage of the Monopolies Act 

to the services area. The Monopolies Commission may now issue orders 

preventing price discrimination, requiring publication of price lists, 

and preventing deviation from published prices, and orders which re-

quire divestiture or dissolution. 1./ 

British antitrust law is today a comprehesive program of cor-

porate regulation and consumer protection. The registration system 

demonstrates that some restrictive business practices may be tolerated 

where a furtherance of the public interest can be found. Upon full 

membership in the European Communities, Great Britain will of course 

be bound by the Treaty of Rome and its antitrust ~revisions as 

found in Articles 85 and 86. The date for adoption of the Rome 

Treaty hinges on the date for Britain's full membership in the EC and 

is not yet certain. 

1/ Above sUJTh~ary from Edwards, Control of Cartels and Monopolies 
"'[1967), at pp. 365-368 · 
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Canadian antitrust law 

The first Canadian statute dealing with restrictive business prac

tices and monopolies was passed by Parliament in 1889. The present 

Canadian antitrust legislation is the Combines Investigation Act, 

Chapter 314, Revised Statutes of Canada, 1952, as amended, Antitrust 

in Canada also was originally regulated under criminal provisions 

found in sections 409 through 412 of the Criminal Code of Canada, 

Statutes of Canada, Chapter 51. 

Under the 1952 Act, a Director of Investigation and Research makes 

investigations which are included in a "statement of evidence". A 

Restrictive Trade Practices Commission then holds hearing on this evi

dence and reports to the Minister of Justice. The investigations 

concern alleged conspiracies between combines and general inquiries 

into conditions or practices related to monopolistic situations or 

restaints of trade. 

Until 1960, the offenses of conspiracy and price discrimination 

were found in Sections 411 and 412 of the Criminal Code. In 1960, 

Sections 411, 412, and 416 of the Criminal Code were transferred to 

the Combines Investigation Act. The Attorney General of Canada now 

may institute and conduct prosecutions under the Combines Investigation 

Act. The 1960 statute placed authority and responsibility for in

quiries and reports by the Director of Investigation and the 

Restrictive Trade Practices Commission on the Minister of Consumer 

and Corporate Affairs: The Attorney General then controls evidence 

and prosecutions and has sole responsibility for enforcement by 

proceedings before the Exchequer Court .. 
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Under the Combines Investigation Act, the Director of Investiga..,., 

tion and Research begins the inquiry upon receipt of an informal 

complaint. If the investigation results in a finding of a violation, 

the findings are embodied in a statement of evidence which is pre

sented before a hearing of the Restrictive Trade Practices Commission. 

The Commission then writes a report on the restrictive practices, 

examines their effect on the public interest, and recommends remedies. 

If the Attorney General decides to proceed with the matter, he may 

·institute criminal proceedings. 

The offenses of conspiracy, monopoly, and specified distribution 

practices are classified as criminal under Part V of the Combines 

Investigation Act. The basic test of criminal behavior under the 

Act is the vague standard of "undue" restraint of compet1.tion. 

As yet, there does not exist a well-defined private civil damages 

remedy for violation of the Anti-Combines Act. Sections 7 and 8 of 

the Act provide that if six resident Canadian citizens apply to the 

Director of Investigation with evidence, he must conduct such an 

investigation "as he considers necessary". Section 35 of the Act 

indirectly concerns itself with private civil damages actions in 

stating that, "nothing in this Part shall be construed to deprive any 

person of any civil right of action." 

Section 31 of the Act permits a court to dissolve a corporation ' 

or to force divestiture with the language that it may require a 

person "to do such acts or things as may be necessary to dissolve the 

merger or monopoly in such manner as the court directs." It is 

certain that a court could require dissolution or divestiture of.a 
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federally incorporated :~oncern, but it is questionable whether the Act 

permits a court to take the same action against a firm wholly in-

corporated within one of the Canadian provinces. 

The Canadian Anti Combines Law has been widely criticized as 

ineffective due to lack of adequate sanctions. The most widely em-

ployed remedy for violations has been the criminal fine which until 

1966 had never exceeded twenty five thousand dollars for any one 

company. The benefit to be gained by a restrictive business practice 

could in many cases outweigh the penalties imposed by fines. Canadian 

anti-combines enforcement. authorities have traditionally been wary 

of such remedies as negative advance clearances, cease and desist 

orders, consent decrees, and negotiated settlements. Severe fines 

and jail sentences have ra~ely been meted out by the courts. l/ 

Other commentators have termed the Canadian Anti-Combines policy 

"weak", and have advocated revision of the legislation so as to 

permit mergers which would enable the emergence of large Canadian-

controlled firms. Thes~ Canadian conglomerates, it is felt, would 

then possess the organizational management and technical expertise to 

compete effectively with the American multinational firms which 

presently dominate the Canadian industrial scene.E./ The present 

criticism surrounding Canadian Anti-Combines legislation would seem 

to indicate that some sort of strengthening of the Act will come 

about in the relatively near future. 

Y McDonald,"Constitutional Aspects of Canadian Anti-Combines Law 
Enforcement," 41 Canadian Bar Review 161, (1969), at pp. 162-164. 

1./ Watkins,·" The Canadian Experience with Foreign Direct Invest.
ment," Law and Contemporary Problems, vol. :XXXIV, no. 1 (1969), at 
p. 129. . 
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Conclusions 

Antitrust experts have noted that all national policies toward 

restrictive .business practices are similar. They attempt to: 1.--

Keep prices low and supplies of goods adequate for the needs of con

sumers, and promote improvements in technology and business organi...,: .. 

zation that contribute to these results, and 2.--Prevent private action 

that impairs business opportunity or access to markets,±./ Although 

these goals are like those sought in the United States, the means of 

achieving them in other couu-cries are different. 

The United States antitrust laws are based on the philosophical 

premise that a freely competitive economic system is the most effi

cient and most desirable form of society. 11his view is not neces

sarily she.red by America's -era.ding partners and competitors. Their 

view is that restrictive business practices are not undesirable per 

se, and may in many instances be beneficial to i:;he economic growth 

and development of the region. 

Concepts of fairness in the application of sanctions prohibiting 

restrictive business practices are viewed differently in the United 

States and abroad. The .American approach has been to prohibit unfai.r 

practices on the theory that increased competj.ticn results which in 

turn assures the growth of indep·:mden-S firms. 'I'he ±'oreign approach 

is, in a sense, the more pragmatic one of examining the actual result 

1/ Edwards, Control of C~rtels and Monopolies (1967), at p. 197. 
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of the restrictive business practice to determine what benefits it 

may produce. Thus, restrictive practices which result in higher 

consumer price~ may be prohibited, where the same practice which 

results in lower prices· may be permitted, if not, encouraged. 

The American concept of progress and change as inevitable and 

desirable economic events is present but weaker in foreign business 

thinking. Stability is viewed as a desirable end, and restrictive 

practices which encourage a stable market or which discourage 

"excessive" competition may be actively promoted. 1/ 

American efforts to regulate the conduct of multinational firms 

through application of antitrust laws internally and extraterri-

torially have in the past engendered both conflict with the laws of 

other national states and criticism by foreign and domestic experts. 

This situation is likely to a.rise again in the future in spite of the 

increased awareness of potential problems. 

Foreign nations are correctly concerned with what they view as 

inroads into their regulatory jurisdiction by the laws of tpe United 

States. A Canadian task force, for example, has recommended 

legislation which would prohibit Canadian compliance with foreign 

~titrust orders, decrees, or judgments, on the presumption that 

American parent corporations would then be relieved by American 

courts from obeying decrees which would place their Canadian sub-

sidiaries in violation of Canadian law.2/ 

lA Id. at pp. 198-199. 
2/ Watkins, ~Canadian E erience with Forei n Direct Investment, 
L~ and Contemporary Problems, Vol. JOCXIV, No. 1 19 9 , at p. 132. 
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The present .American system of consultation as in the State

Justice Department'.procedures artd the Mitchell~Basford agreement is 

not sufficient to prevent future conflicts, as the United States 

antitrust authorities still maintain the right to act unilaterally 

even after consultation. 

The European, Canadian, and Japanese approaches favor combination 

and cartelization of dometic enterprises in order to compete 

effectively with the powerful United States-based multinationals. 

Government support for this kind of concentration shows no apparent 

signs of diminishing in the near future. On the contrary, it seems 

probable that United States-based firms will face increasingly stiff 

competition from European and Japanese cartels. If the continued 

growth of the .American-based multinational company· is found tG be 

in the best interests of the United States, some consideration might 

be given to new domestic legal approaches to advance this goal. 

Alleviation of conflicts with the various antitrust laws of 

other national states can best be brought about by increased inter

national cooperation and discussion, perhaps following the lines of 

the OECD recommendations. As the multinational corporations may 

tend to form international cartels, the domestic laws of the national 

states will become increasingly incompetent to control them. Some 

sort of international antitrust convention leading perhaps to an 

eventual treaty or new international regulatory agency would seem 

to be the most efficient (if not the only) method of eliminating 

national frictions while formulating comprehensive programs of con

trolling international restrictive business practices. 
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It has been recommended that any international efforts to in-

crease antitrust cooperation involve the following considerations: 4/ 

1.--Countries which provide for cartel registration should 

demand that registered cartels detail their activities in other coun-

tries; 2.--Governments should attempt to agree on methods to cooperate 

in obtaining information on the operations of international cartels; 

3.--Agreements by governments to readily release information on 

dangerous cartels should be sought; 4.--Repatriation of cartel docu-

ments to the investigating country should be encouraged; 5.--Countries 

should consult as to uniform remedies; and 6.--Countries should agree 

to recognize judicially the decisions of other countries regulating 

cartel activities if they are not in conflict with the public policy 

of the host country. 

No evidence has as yet been presented that the vigorous applica-

tion of American antitrust laws has caused significantly increased 

foreign direct investment by American firms. In spite of the foreign 

criticism of the U.S. antitrust approach, it has yet to be determined 

that .American antitrust laws actually form a barrier to foreign direct 

investment by overseas firms in the United States. Increased coopera-

tion in and discussion of antitrust problems on the international 

level would provide a much needed first step toward the elimination of 

presently existing conflicts • 

.!±/ Cartelization in Western Euro e, Bureau of Intelligence and Re-
search, Department of State 196 Hearings on Foreign Trade and the 
Antitrust Laws, Senate Committee on the Judiciary, 88th Cong., 1st 
Sess., Vol. 1, pp. 578-579. 



Tax Issues and the Multinational Corporation 

Introduction 

This section will outline some of the most prominent problems 

and issues surrounding taxation of the multinational corporation. As 

the great majority of multinational corporations are based in the 

United States, U.S. tax treatment of foreign source income constitutes 

t~e area of gr-eatest importance to. domestic legislators. The exami

nation of the history and current American tax approach toward foreign 

income will be followed by a discussion of tax treaties and their 

effects on the multinational corporation. The final portion of the 

report will present conclusions concerning present tax treatment and 

will discuss future tax prospects as they may affect the multinational 

corporation. (Note: Citations concern the Internal Revenue Code of 

1954, as amended. (IRC)). 

Historical development of U.S. tax policy 

When the first comprehensive scheme of income taxation was 

developed in 1913, Congress was concerned primarily with a system 

which would ensure equitable treatment of domestic taxpayers. 

Accordingly, little attention was paid to the problems of taxation 

of foreign source income and of foreign taxpayers. From the outset, 

the underlying premise of U.S. tax policy has been that all citizens 

and corporations are taxed on income from whatever source derived. 
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From 1913 until the enactment of the Internal Revenue Code of 

1954, domestic tax policy remained static. The Revenue Act of 1921 

contained provisions aimed at preventing tax avoidance by U.S. 

taxpayers who were utilizing foreign "base companies" incorporated in 

low tax areas to manipulate the assets of their parents.· The 1921 

Act gave power to the Internal Revenue Commissioner to consolidate the 

accounts of related businesses for the purpose of correctly allocating 

taxable income items. 

In 1921, a tax preference also was enacted which was designed to 

further American investment in the U.S. possessions through exempting 

income of certain corporations doing business in the possessions. In 

1942, a second tax preference evolved which had for its purpose the 

encouragement of investment in the Western Hemisphere. This preference 

gave domestic corporations operating or selling to other countries in 

the Western Hemisphere through "Western Hemisphere Trade Corporations" 

a reduction in tax rates of 14 percent. 

Until the end of the Second World War, the United States concen

trated its investments largely in the expanding domestic economy. 

The two World Wars, with their limitations on export of capital, had 

caused many American investors to feel insecure about foreign ventures. 

With the termination of World War II, this situation began to change 

rapidly. The United States Government desired the speedy rebuilding 

of the shattered European economies and accordingly encouraged in

vestment ~n Europe following the Marshall Plan. Investment in less 

developed countries also emerged as an American political goal. 
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The late 1950 1 s wi ti::-::;:::sed another change in the U.S. position. 

:Sy then, the Eu.ropes.n ecc~c.:•1:l_en had been largel:r reco:1str-t.<cted; a,nd 

tl1e United States began ... ' 
....... 1 

·1-.--
:.• ;. 

expenditures. The n~ed. f'o:.· ii1creased revenues to support the ever-

expanding American glchal role occurred at this sa.~e time. 1/ The 

U.S. government found its~lf in the position of attempting to balance 

the conflicting demands of a policy of encouraging the free movement 

of capital with a need for revenue and balance of payments equilibrium. 

The period fro::;-i 1960 to the present demonstrates Congressional 

wrestling with these inconsistent goals of tax policy. This period 

also shows the only significant development of the expansion of the 

U.S. taxing jurisdiction in the entire history of the U.S. tax law. g/ 

The Foreign Imrestors '.Pax Act of 1966 increased the U.S. tax juris-

diction oy including in gross income some foreign source income and 

income of foreign persons. 

Current U.S. taxation of fm:eifE! source income 
and of foreign persons 

The United States 7.sx.:::;:; 5_"..-;2 cj_tizens and corporatio:ls currently 

on all income from foreign sources but allows a credit against the 

U.S. tax for foreign ta."'Ces paid where the income is earned. lf A 

1/ Polk, U.S. Prod1_;_ct.i·::m A"broad and the Balance of Payments, 30-33, 
(1966). 

2/ Choate, Hanok, Kle:;.n~ Federal Tax Policy for Foreign Income and 
Foreign Taxpayers, 44 Temple L.Q. 441, at 486. (1971). 

J/ Internal Revenue Code of 1954, SS 61, 901-904. 
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tax credit permits a dollar-for-dollar offset against the U.S. tax. 

It is distinguished from a deduction from income in computing taxab+e 

income which leads to a net tax saving equal to the deduction times 

the applicable tax rate. 4/ All income from investment and all capital 

gains a.re currently taxed regard.less of their sour::e or the place of 

residence of the taxpayer. One exception to this general rule permits 

an exemption of a restricted amou.~t of inco~e earned abroad by 

individual citizens who a.re residents or are tra-.reling in foreign 

countries. 2.J 

A U.S.-based corporation is "':;axed currently on the basis of its 

world-wide income regardless of the country of the income source. If 

the corporation operates abrcad through subsidiaries incorporated in 

foreign countries, taxation occurs only as the income is received from 

the subsidiaries as dividends, interest, service charges, or in any 

other form. Tax regulations do not permit the use of consolidated 

financia.2. statments which 'WO'J.ld permit the parent corporation to 

offset losses of foreign subsidiaries against domestic income. The 

income frore fo~eigr subsidiaries which are incorporated in "tax 

havens" is attributed to the parent U.S. corpor~.tion regardless of 

whether -:.he income is act.ually repatriated. §) 

The tax credit operates so that when the foreign tax where the 

income is earned is lower than the U.S. tax, the U.S. collects the 

difference. If the foreign tax is high.er than the TJ. S. tax, there 

!±.I Smi~h, Tax Policy and Foreign Investment, Law and Contemporary 
Problems, vol. xxx~v, at 146. (1969). 

5/ Internal Revenue Code of 1954, ~ 911. 
"§_/Smith, Note 4, suEra, a.t 147. 
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results an excess tax credit which exceeds the amount of U.S. tax 

and therefore cannot be utilized. In this case, income from foreign 

investment is placed under a greater tax burden than is similar domestic 

investment income. 

The traditional goal of U.S. tax policy has been to maintain neu

trality in taxing income--whether derived from domestic or foreign 

sources. The American tax approach toward foreign investment income 

assures that such income will be taxed (either domestically or by the 

foreign host country) at a rate at least as high as the prevailing U.S. 

tax rate. U.S. tax law thus is supposed neither to penalize nor to 

encourage foreign direct investment. The ta,x credit device also makes 

certain that the foreign country which hosts and provides the services 

for the business entity will have the ftrst opportunity to tax income 

derived from activities conducted within its borders. 

The following discussion elaborate,s on the general U.S. taxation 

scheme in considering specific provisions of the tax laws which con

cern foreign investment and foreign taxpayers. 

Jurisdiction to impose taxes 

Article I of the Constitution grants broad powers of taxation to 

the Congress. The Sixteenth Amendment grants to the Congress the 

power, "to lay and c;ollect ta,xes on incomes, from whatever source 

derived, without apportionment among the several States, and without 

,regard to any census or enumeration." This broad power to tax all 

income has been consistently upheld by the courts. 
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The power of the Federal Government to tax income is limited only 

by conflicts with international law and with the Constitution. 7/ The 

international law limitations concern the practical problems of 

enforcement of domestic decrees extraterritorially and of potential 

objections on the part of foreign governments. Constitutional limita-

tions might involve taxation which has for its purpose penalties rather 

than collection of revenue. One court has stated in this context, 

if a case was presented where the abuse of the 
taxing power was so extreme as to be beyond the 
principles which we have previously stated, and 
where it was plain to the judicial mind that the 
power had been called into play not for revenue 
but solely for the purpose of destroying rights 
which could not be rightfully destroyed con
sistently with the principles of freedom and 
justice upon which the Constitution rests, .then 
it would be the duty of the courts to say that 
such an arbitrary act was not merely an abuse of 
a delegated power, but was the exercise of an 
authority not conferred. 8/ 

The United States presently has jurisdiction to impose taxes on 

U.S. citizens, resident aliens, and domestic corporations based on their 

world-wide income. Foreign corporations and nonresident aliens are 

generally (except for provisions in the 1966 Revenue Act, infra) taxed 

only on income derived from sources within the United States. 

7/ Choate, supra, note 2, at 444-446. 
~McCray v~ United States, 195 U.S. 27, ·at 64 (19o4). 
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Tl1~ r:'."~:li t ::..gainst U. i3, 7-e.xes for foreign taxes paid in the 

scv.rce courrtr:f where income is ee.rned developed out of a Congressional 

recognition of the unfai:"nesr;; and discrimination involved in double 

taxa·::;ion of income. Rathe~ ·ch!3.::t exempting all foreign source income 

frc1n U.S., ta)::a:Gicn, Congress e1eC!ted to employ the ta.x c1 .. edi t 

mecha.nism in ord8r to soft·:=n ·t;]1e blow where the same income is 

subject to taxation by two jurisdictions. 

The Rever;ue Act 
ol 

of 1918 .~ provided for a credit against U.S. 

ta:x.es in the ca.se of any nincorne, war profits and excess profits 

ta;;:es." The 1921 Revenue Act 10/ narrowed the scope of the tax credit 

b~r :;iroviding that the tax credit allowed could not exceed the total 

U.S. tax on all of the ta.A-payer's foreign income. This 1921 limitation 

meau.t tha.t. a ta:A.--payer could not use his foreign tax credits to offset 

j_ncome derived :from U.S. operations. In 1932, ll/ the above 

l:bnitatj_on wa.s tightened to provide that the amount allowed as a 

credit for taxes paid to any one country could not exceed the U.S. 

ta:;;: on income derived from that country. 

In 1958, it was recognh;ed that the per-country limitation could 

lead to d.oui:'le taxation. Accordingly, there was established a two-

;"f::ar ca.rry"!Je.ct: a:;id. a five~y:~a.r c2..:rryover of foreign truces which 

c:a.nnot be used as a credit i:n 2. :!_)articular year. W In 1962, U/ 
9 / Re~rerD"_1e: .P.ct. c:t 1913 ~ !+Cl Stat. 1057, ch. 18, ~ 222, and ~ 238. 
10/ Revenue Ac·~ cf 1921~ i;.3 Stat. 227, ch; 136, ~ 222(a)(5) and 

§ 22:> (a). 
11/ Revenue Act of 1932, 4T Stat. 169, ch. 209, j 131 (b) ( 1) . 
12/ Internsl Revehue Cc.de of 1954, Ill 904(e). 
13/ Revenue Act of 1962, 76 Stat. 960, amending Internal Revenue 

of 1958, §§ 78, 902. 

Code 
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Congre·ss restricted the tax credit out of concern for the worsening 

balance-of-payments situation. The 1962 Act provided that a domestic 

parent corporation must ~'gross up"-.:..include in its income--the 

foreign tax paid by the subsidiary with respect to dividends 

repatriated, as well as the amount of the dividend itself. This has 

the effect of increasing the amount of income taxed and was directed 

at reducing foreign direct investment. 

Elimination of tax avoidance 

Section 482.--Soon after enactment of the first tax credit, 

Congress became aware that domestic taxpayers were successfully 

avoiding taxation by using foreign "base companies" which were incor-

porated in countries with low tax rates. In 1921, the first regu-

lat ions directed at eliminating advantages gained thr.ough ·use of "tax 

havens" were promulgated. The 1921 Act provided, 

That in any case of two or more related trades or 
businesses (whether unincorporated or incorporated 
and whether organized in the United states.or not) 
owned or controlled directly or indirectly by the 

.same interests, the Commissioner may consolidate 

.the accounts of such related trades and businesses, 
in any proper case, for the purpose of making an 
accurate distribution or apportionment of gains, 
profits, income, deductions, or capital between 
or among such related trades· or businesses. 14/ 

This section of the 1921 Act is the predecessor of the present 

Section 482 of the 1954 Code. By granting power to the Commissioner 

to consolidate accounts of related corporations, the Act att~mpted to 

curtail tax avoidance through shi~ing around profits among related 

coll).panies. 

1!±.J Revenue Act of 1921, 42 Stat. 227, ch. 136 § 240(d). 
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The present section 482 derives much of its language from the. 

'1928 Revenue Act which was designed to increase the powers of the 

Commissioner. The Commissioner currently, 

is authorized to distribute, apportion, or 
allocate gross income or deductions between or 
among such trades or businesses, if he ·:. ·~ _ 
determines that such distribution, app0rtion
ment or allocation is necessary in order to 
prevent evasion of taxes or clearly to reflect 
the income of any such trades or businesses 
[or other organizations] 15/ 

.S~ction 482 began to. see a great deal of use with the rapid 

grawth· of American business abroad, beginning about·.·1960. The 

TreaS'Ury issued new regulations in 1968 which were designed to clarify 

the "arm's length" standard of Set:itien 482. The "arm's length" 

standard provides that in considering the controlled foreign corporate 

activity, the controlled corporation is to be viewed as if it were an 

uncontrolled corporation dealing with another uncontrolled corporation 

at arm's length. The 1968 regulations describe the arm's length 

standard in five types of transactions: 16/ (1) moans or advances; 

(2) performance of services for another; (3) use of tangible property; 

(4) transfer or use of intangible property; and (5) sales of tangible 

property. Three pricing methods are established in the area of sales 

of tangible property in order to determine what would ee a fair price 

in an arm's length sale transaction. 17 /. 

Revenue Act. of 1928, 45 Stat. 791, ch. 852, § 45. 
Treasury Regulation § 1.482-2 (1968). 
Treasury Regulation§ l.482-2(e) (1968). 
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Subpart F.--In general, the United States taxes profits of 

controlled foreign subsidiaries only as those profits are repatriated. 

If a domestic corpo~ation operates abroad-through subsidiaries incor-

porated abroad, taxation occurs only as income is received from the 

subsidiary which is usually in the form of a dividend. 18/ If profits 

are not repatriated, indefinite tax deferral results. 

An exception to this general scheme occurs in the case of what 

is termed "Subpart F income" (IRC Sec. 952, hereinafter termed 

Subpart F)--income from controlled foreign corporations which are set 

up for the purpose of securing tax deferral on dividends and royalties 

not resulting from the active donduct of a trade or business. Subpart 

F came in.to the tax laws in the Revenue Act of 1962 as a result of 

Congressional concern with balance-of-payments problems. It was felt 

that indefinite tax deferral through the use of "tax havens" such as 

Switzerland created a situat~on in which U.S. firms were encouraged to 

invest abroad for tax reasons. This investment and lack of repatri-

ation of profits were seen as contributing factors to the adverse 

balance-of-payments situation. 19/ 

The 1962 Act concentrated on attempting to eliminate tax avoid-

ance through the use of foreign base companies in low-tax or ''tax 

haven" countries. The Act defines a "controlled foreign 

corporation" 20/ as a corporation incorporated abroad which is at 

18/ Smith, Note 4, supra, at 147. 
19/ Tax Message of President Kennedy, April 20, 1961, H.R. Doc. No. 

18~ 87th Cong., 1st Sess. 8-9 (1961). 
20/ Int. Rev. Code of 1954, Section 957. 
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least fifty percent owned by a small group of U.S. shareholders. If 

the controlled foreign corporation has certain types of "tainted" 

income, the U.S. shareholders are taed currently on that income 

regardless of repatriation. 211 Three groups of "tainted" income are 

established: 22/ 

1.--Income from the sale of goods which are either purchased from 

or sold to a related party; 2.--Income from services performed by the 

foreign corporation for or on behalf of a related party; and 3.--

"Foreign personal holding company income"--income from the sale or 

exchange of stock or securities, or income from dividends, interest, 

rents or royalties. 

If the contolled foreign corporation is found to have generated 

any of this "tainted" income and if such income represents at least 

30 percent of its total annual gross income, the U.S. shareholders are 

taxed on the income on a pro rata basis even though the income is not 

distributed to them. 

Exceptions to the harsh Subpart F treatment occur in the cases 

of certain corporations in less developed countries,~ corporations 

involved in exporting, 24/ and in situations where the controlled 

foreign corporation has agreed to make certain annual distributions 

to its shareholders. 25/ If the foreign corporation does not meet 

the "controlled" criteria of Section 957, or if it is actively 

21/ Int. Rev. Code of 1954, Section 951. 
22/ Int. Rev. Code of 1958, Section 954(c), (d), ( e). 
23/ Int. Rev. Code of 1954, Section 954(b)(l). 
24/ Int. Rev. Code of 1954, Sections 970-72. 
25/ Int. Rev. Code of 1954, Section 963. 
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engaged in the conduct of a trade or business (and thus is not incor

porated abroad for tax avoidance purposes), then deferral of U.S. 

tax still occurs as long as income is not repatriated. 

Section 1248.--Section 1248 was another new development of the 

1962 Revenue Act. Prior 'to 1962, earnings of foreign corporations 

repatriated pursuant to a taxable liquidation or sale or exchange were 

taxable only at capital gains rates. Section 1248 treats such 

repatriations as dividends and subjects them to the higher rates for 

ordinary income. 

Section 1248 concerns controlled foreign corporations and pro

vides that gain recognized on the sale or exchange of stock in such 

corporation must be included as a dividend to the extent of the earn

ings and profits of the corporation accumulated a~er 1962. This 

dividend treatment occurs only in the case of a U.S. taxpayer owing 

10 percent or more of the stock in the controlled foreign corporation. 

Under Section 1248, taxation is delayed until gain is recognized 

by the texpayer. The tax burden potentially involved in such a trans

action is great due to the fact that once gain recognition occurs, 

all of the foreign corporation's post-1962 earnings and profits are 

taxed at ordinary rates in contrast to the treatment under Subpart F 

which taxes currently only profits from "tax haven" operations. 

Section 1249.--Section 1249 was also enacted in 1962 and is 

similarly designed to prevent capital gains treatment for certain 

transactions. Prior to 1962, it was possible to receive capital 
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gains treatment for certain exchanges with a foreign corporation 

of a patent or like property described in Sections 351 and 361. 

Section 1249 now provides that when a patent or invention is 

transferred to a foreign corporation by a United States person con

trolling such corporation and if gain is recognized, that gain will 

receive ordinary income rather than capital gains treatment. 

Section 367.--Section 367 permits tax-free transfers of property 

(including technological property) from a U.S. parent to a foreign 

subsidiary corporation in certain situations. Section 351 of the Code 

permits a tax-free transfer of property from one corporation to 

another provided that the transferor owns at least 80 perent of the 

voting stock of the transferee. Only when the transferee is a foreign 

entity does Section 367 come into play. 

Section 367 requires that in the case of any proposed tax-free 

transfer, an advance ruling must be obtained from the Treasury. The 

tax-free transfer from domestic parent to foreign subsidiary will be 

generally approved where there is no primary purpose of tax avoidance 

and when the property transferred is to be used in the active conduct 

of a trade or business in the foreign country. If the advance ruling 

is not obtained and the transaction fails to qualify for tax-free 

treatment, then proceeds from the sale or exchange are taxed at ordi

nary income rates under Seetion 1249 above. 
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Interest egualization tax 

26/ 
The Interest Equalization Tax Act of 1963 (IET) ~ (see IRC 

Secs. 4911-4931) was designed to curtail American foreign portfolio 

investment and thereby to reduce the amount of investment capital 

leaving the country. The IET is a tax ranging from 0 percent to a 

maximum of 22.5 percent payable on the acquisition of foreign stock 

or debt obligations by U.S. citizens or corporations. The IET 

operates to reduce the rate of return from foreign portfolio invest-

ments and thereby to reduce foreign portfolio investment (and 

presumably) encourage domestic investment. 

The IET applies only to portfolio investment and does not con-

cern direct investment (which has been defined as an equity interest 

of 10 percent or more). 27/ The tax exempts many favored areas of 

portfolio investment such as Canadian securities, less developed 

country corporation securities, and debt obligations of foreigners 

arising out of export sales made to obtain raw materials. 28/ The 

Interest Equalization Act is important in any consideration of U.S. 

foreign direct investment only as it may tend to increase direct 

investment by making it less profitable for U.S. taxpayers to invest 

in foreign securities or debt obligations. These same investments 

may now more readily find their way into an equity interest in a 

foreign corporation than was the case prior to 1963. 
26/ Public Law No. 88-563, 78 St~t. 809 (1964). 
27/ Int. Rev. Code of 1954, Section 4915. 
28/ Int. Rev. Code of 1954, Sections 4914-17. 
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Less developea countries and Western 
Hemisphere Trade Corporations 

Recent Congressional policy has favored direct investment in less 

developed countries (LDCs) due to a finding that such investment has 

a more favorable impact on .American exports than does investment.in 

the developed countries. Some observers have noted that investment 

in an LDC results in a more favorable dollar return to the United States 

than does similar investment in a developed country. 29/ Investment 

in LDCs is viewed as an integral part of foreign aid. 

LDCs are designated by Executive Orders and the Congress has 

excluded the Sino-Soviet Bloc countries together with certain 

enumerated countries such as Great Britain and France. Four types of 

tax incentives presently exist favoring investments in LDCs. Generally, 

they are the following: 

(1) More favorable method of calculating the 
foreign tax credit. 

The Revenue Act of 1962 which reduced the amount available for 

use as a credit against domestic taxes was specifically made inappli-

cable to less developed country corporations. LDC corporations are 

defined in Section 955(c)(l) of the Code as foreign corporations 

engaged in the active conduct of a trade or business, deriving at 

least 80 percent of their gross income from sources within the LDCs, 

and having at least 80 percent of their assets located in LDCs. 

'?:2.f Hearings on R.R. I0650·before the Senate Committee on Finance, 
87th Cong., 2d Sess. 99~10~{1962). 
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(2) Relief from Subpart F. (See discussion p. 877, 
supra.) 

Section 954(b)(l) of the Code permits a controlle~ foreign cor-

poration to exclude income dividends and interest from Subpart F to 

the extent that the corporations increase their LDC investments. 

This exception permits LDC corporations to transfer profits among 

themselves without U.S. tax liability. 

(3) Relief from Section 1248. 

Section 1248 prohibits capital gains treatment for income derived 

from the sale or exchange of controlled foreign corporations. For an 

LDC corporation in which the seller has owned the stock for a period 

of ten years prior to its sale, Section 1248 does not apply. 30/ The 

idea behind this exemption ~s to encourage the retention of earnings 

and profits of an LDC corporation within the host country and so bene-

fit that country's economy. 

(4) Relief from the Interest Equalization 'rax. 

The Interest Equalization Tax is designed to discourage U.S. 

investment in securities and debt obligations of foreign corporations. 

Where stock or debt obligations are issued by corporations within an 

LDC pursuant to an acquisition required by the host c~untry govern-

ment, the Interest Equalization Tax does not apply to such stock 

or obligations in the hands of U.S. taxpayers. 'l1f This exception 

·1Qf Int. Rev. Code of 1954, aection 1248(d)(3). 
·'%l} Int. Rev. Code of 1954, ~ection 491~. 
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has for its purpose encouragement of the export of private capital to 

stimulate economic development within LDCs. 

Tax incentives designed to promote investment in the U.S. pos

sessions were first enacted in 1921. 32/ 

Section 931 of the Code defines a Possessions Corporation as any 

domestic corporation which has 80 percent or more of its gross income 

from sources within a U.S. possession and 50 percent or more of its 

gross income from the active conduct of a trade or business within the 

possession. A qualifying Possessions Corporation is sub,ject to domes~ 

tic taxation only on income derived from within the United States. 

This then, is a tax preference enacted to encourage U.S. private 

investment in the possessions. 

Tax preferences for Western Hemisphere trade corporations (WHTCs) 

were enacted in 1942. 33 / Sections 921 and 922 of the Code provide 

for a reduction from U.S. taxes of fourteen percent in the case of a 

WHTC. A qualifying WHTC is a domestic corporation which does all of 

its business within the Western Hemisphere, derives 95 percent or more 

of its income from foreign sources, and derives 90 percent or more of 

its income from the active conduct of a trade or business. This WHTC 

tax preference was originally designed to benefit corporations engaged 

in manufacturing or other industrial activities in Latin America. 

American exporters who have separate manufacturing operations in 

Latin America have been able to take advant.age of this tax preference 

. .. .... . . ·34/ 
to.increase the.profits on their.export operations .. -.-. 

32/ Revenue Act of 1921, 42 Stat. 227, ch. 136, 2ection 262. 
·33/ Revenue Act of 1942, 56 Stat. 798, ch. 619, Section 141. 
34/ Surrey, Current Issues in the Taxation of Corporate Investment, 

56 Column L. Rev. 815, 832 (1956). 
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Section 911 of the IRC provides an annual exclusion from U.S. 

taxation of up to $20,000 for income earned outside the United States 

by U.S. employees who are physically present in a foreign country 

seventeen out of eighteen months. A U.S. citizen who is a bona fide 

resident of a foreign country may qualify for an annual exception of 

up to $25,000. These exclusions permit qualifying American citizens 

to live abroad and to escape double taxation by paying all of their 

taxes in the host country. 

Taxation of foreigners 

In general, the United States taxes income of nonresident alien 

individuals and foreign corporations only as that income is earned 

from sources within the United States. What constitutes a "source 

within the United States" has traditionally posed problems when cer-

tain transactions are examined. In cases of sales of property, the 

courts have employed a "passage of title test" to determine in which 

country the sale took place. If title to goods passes within the 

United States, all inqome from that sale is treated as having its 

source within the United States. ·'J2} 

Before 1966, income from nonresident foreigners or foreign cor-

porations was taxed at r.egular rates or at a flat 30 percent rate. 

This latter flat ra.te concerned :f'o;i;-eigners or foreign corporations not 

engaged· in· a· trade · ~r ·business ·within· the ·United: States. · ·The ·foreign 
35/ Dailey; The·con¢ept·or the Source·or Income, 15 Tax L. Rev. 415, 

447( 1960). _,, 
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Investors Tax Act of 1966 '§ changed the situation. The Act applied · 

normal rates of taxation only to income of foreigners and foreign cor-

porations which are "effectively connected with the conduct of a trade 

or business within the United States." 37 I The flat rate remains 

applicable to other United States source income not related to the 

conduct of a trade or business. The 1966·Act was designed to prevent 

the use of the United States as a tax haven by persons from.foreign 

countries which do not maintain a policy of taxing world-wide income.38/ 

· Now the United States can tax income of foreigners and foreign cor-

porations derived from sources outside the United States as long as 

that income meets the criteria of the "effectively connected" concept. 

Section 864 of the IRC provides the guidelines for income con-

sidered to be "effectively connected" and therefore taxable at normal 

rates. This income generally must be earned by a foreigner or foreign 

corporation having an office or fixed place of bu.siness within the 

United States which office is a material factor in the production of 

income. Specified categories of income such as rents, royalties, 

dividends, and sales of personal property to be taxed at normal rates 

are enumerated in Section 864. 

'36/ Pub. L. No. 89-809, 80 Stat. 1539. 
TI/ Int. Rev. Code of 1954, Sections 87l(b)(1) and 882(a)(1). 
2§1 H.R. Rep. No. 1450, 89th Cong., 2d Sess. 18 (1966). 
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Domestic International Sales Corporation 

A~er failure to be enacted in the 9lst Congress, Domestic 

International Sales Corporation (DISC) has finally won Congressional 

approval and is now embodied in Sections 991-996 of the Internal 

Revenue Code. The general policy underlying the enactment of DISC 

is one of promoting U.S. exports by granting tax deferral to qualifying 

U.S. corporations engaged in exporting. 

An exporting company which qualifies as a DISC is not subject to 

U.S. taxation on its earnings and profits. Taxation occurs only as 

these profits are distributed to shareholders in the form of dividends. 

The shareholders are then taxed on their dividends at ordinary income 

rates. 

If a corporation wishes to qualify as a DISC, 95 percent of its 

gross receipts must consist of sales of export property--property 

manufactured, produced, grown, or extracted within the United States. 

In addition, 95 percent of the assets of a DISC must be qualified 

export assets. These assets may consist of export property, export 

facilities, export receivables, necessary working capital, stock or 

securities of related foreign export trade corporations, deposits in 

the United States, obligations representing loans to a domestic pro

ducer to finance export related assets, and other assets related to 

exports • 39 I 

39/ Int. Rev. Code of 1954, section 992(a)(1){8). 
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A parent manu.'facturing corporation ·having a DISC subsidiary can 

borrow from the subsidiary without the loan being considered a dividend 

distribution. These loans are subject to limitations set out in Sec-

+· ... ion 993(d)(l). 

Inter-company pricing rules are designed to prevent excessive 

shifting of income to a DISC from a related manufacturing operation. 

If a related person sells export property to a DISC, the selling price 

is considered to be the greater of the following: 

(1) Four percent of the qualified export receipts derived 
:from the resale of the property by the DISC, plus 10 
percent of the "e.>...-:port promotion expenses" of the DISC 
allocable to the receipts. 

(2) Fifty percent of the combined taxable income deriv-ed 
by both the seller and the DISC from the sale and re
sale of the property which is attributable to the quali
fied export receipts, plus lC percent of the export 
promotion expenses of the DISC allocable to the 
receipts. 4o7 

If the DISC income remains within these limits, the manufacturing 

parent can escape the costly income reallocation provisions of Sec-

tion -482. 

A typical DISC therefore is a subsidiary of a parent manufactur-

ing corporation, which may also be an MNC operating plants abroad. 

The parent is able to make use of the deferral income since loans 

from DISC to parent are permitted. DISC shareholders a.re trui:ed on 

the basis of actual or constru.ctive dividena. distributions received. 

4o/ Int. Rev. Code of 1954, Section 99h(a;(1). 
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Constructive distributions are generally limited to earnings and 

profits in one taxable year except for other distributions which may 

arise out of failure to qualify as a DISC. A DISC shareholder who 

receives an actual or constructive distribution is entitled to claim 

the foreign tax credit for taxes paid by the DISC to foreign coun-

tries. 41/ 

Although it is as yet too early to assess the impact of the DISC 

on U.S. exports, the balance of payments, and MNC operations abroad, 

it is intended that, by permitting U.S. taxpayers to defer taxes on 

their export operations, exports will in fact be stimulated and the 

balance-of-payments situation alleviated. 

Tax treaties 

Foreign direct i~westment subjects the corpoJ'.'ate entity to tax-

ation in the paren~ (home) country, and also in the host income (source) 

country. Without some form of relief, this potential double taxation 

can prove a barrier to for::iga investment. Therefore, many of the 

developed countries such as the United States provide relief from 

double taxation in the form of credits against domestic truces f'or 

foreign taxes paid. While the nationel tax credit mechanisms do pr~-

vide much necessary relief, they may not be adequA.te to deal with some 

of the additional :i?rol1J.eros crP.P.ted by the muJ.tinationa.l corporation. 

Tax treaties can e:('feC"tiveJ.y a:i.d :l.:u the regulation and control over 

MNC development by concentrating on both elimination of double ax-

atio:n· and on othe1' investm.ent · probJ.em ar~a.s. · 
. 41/ CCH Standard Feder;J~~ii: ri;po~,t~er ,V -o-1-. -5-, _p_a_r-.-h~3-9_9_E.....,.(1_9_7_, 2-)-.--
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Double taxation issues involving the MNC concern what is known as 

40 I 
"overlap" and "underlap". 2!:::.1 In the "overlap" situation, the MNC is 

taxed on the same income by more than one jurisdiction and the total 

tax burden is accordingly greater than if the income had been earned 

in a single country. "Underlap" occurs when an MNC organizes its 

operations in an effort to avoid taxation by any jurisdiction. This 

may be accomplished by the use of tax haven countries as corporate 

bases and in~er-company profit shifting. 

Additional problems are posed with the differing concepts of tax 

jurisdiction among national states. The developed, capital-exporting 

nations such as the United States, Great Britain, ~nd Germany generally 

employ a "personal link" system in which a resident individual or 

corporate taxpayer is taxed on his world-wide income. Many capital-

importing countries employ "territorial" systems under which 

different types of income such as dividends, wages, and services are 

taxed under different rules and at different rates. This type of 

system is in use in many Latin American countries, Italy, and other 

Mediterranean countries. 43/ 

Tax treaties have as their general objective the remcval of tax 

barriers to the international flow of capital, the movement of people, 

and the dissemination of techn:lleal knowle.dge. 44/ The first step 

· 42/. Goldbert and Kindle berger~ Toward a G..Ll.Tl' for· Investment, 2 Law & 
PoL Int'l Bus. 295, 298 (1970). 

43/ Hadari, Tax Treaties and Their Role in the Financial Planning of 
th~Multinational Enterprise, 20 Am. Jour. of Comp. L. iii, 115 (1972). 

44/ Id. at 119 .. 
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toward the accomplishment of this objective is the avoidance of double 

taxation. It has been noted that, "This is a minimum objective; 

without relief from double taxation in this way, no treaty can be 

really worthwhile". 45/ In addition, tax treaties could attempt to 

inject certainty into tax planning for international investment so 

that differing tax systems will treat similar classes of investors 

equally. Tax treaties can also reduce the "tax annoyance" factor 

created by the burden of paying taxes and receiving credit for those 

payments in other jurisdictions. 46/ 

A model for international tax treaties exists in the form of the 

O.E.C.D. Draft which was written in 1963. 47/. This O.E.C.D. model 
. 

revolves around the concept of "permanent establishment" of a business 

for taxation purposes. All income which is derived by the foreign 

enterprise through its operations abroad is taxed by the host country. 

All other income is taxed by the home country. The definition of 

what constitutes a "permanent establishment" becomes critically 

important, as the narrower the definition, the greater the opportunity 

for the home country to tax. 

A general definition of "permanent establishment" is supplied in 

the O.E.C.D. draft. This definition emphasizes such concepts as 

"situs" and "fixed place of business" and contains a partial list of 

the types of business enterprises to be included. Section 6 of the 

draft notes .that t'~e .mer~ iex~stence of i;i,_. subsidiary .·corporation does 

45/ Smith, The FUnct;i.o:ns:o[ Tax Tteaties, 12 Nat'l Tax J. 317 (1959). 
Jib/ Id. at 321~23. . .. 
TjJj O.E.C.D. Fisca.1-(-Com:mittee Dra,f't Doubie 'ra..Xation· Convention on 

Income and Capital, O.E.C.D •. document C(63) 87 of 1963. 



not by itself constitute a "permanent establishment". The O.E.C.D. 

definition of "permanent establishment" has been adopted by most 

. 48/ 
recent tax treaties. ~ 

The O.E.C.D. draft provides for taxation of industrial and 

connnercial profits only to the extent that they are attributable to 

a permanent establishment in the host country. Treaty provisions which 

allocate business income must provide for the following: (1) Definition 

of permanent establishment, (2) a definition of business profits, 

(3) allocation of the business profits to a permanent establishment, 

and ( 4) a determination of the amount of taxable profits (-;:;he "arm's 

length" concept is normally employed--treating a subsidiary as a 

wholly independent entity). 49/ 

The O.E.C.D. draft provides for relief from double taxation by 

two methods: exemption and foreign tax credit. Where a corporation 

which has its residence in one country derives income from another 

country, and both countries impose tax on that income, the home or 

residence country grants relief through the tax credit or through · 

wholly exempting the income from taxation. 

The United States currently has in effect some twenty-tr..ree tax 

treaties with various nations. (See attached list following p.895 ) 

Section 894 of the Internal Revenue Code permits the exclusion from 

gross income and exemption from tax of any income subject to exemption 

48/ Slowinski, Haderlein, Meyer: International Tax Treaties, ) Va. 
J. Int' 1 L. 133, 146 (1965) . 

J::2I Hadari, supra, Note 43 at 131-32. 
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on a reduced rate of tax by a.ny of the tax treaties to which the 

United States is a party~ :Cnc~e of a.ny kind, to the extent required 

by any treaty obligation of the United States, is not included in 

gross income and is exempt from income tax. 

The Foreign Investors Tax Act of 1966, discussed supra, restruc-

tured the taxing provisions governing nonresident alien individuals 

and foreign corporations. The Act added paragraph (b) to Section 894 

to grant treaty benefits of tax reductions and exemptions to non-

resident aliens and foreign corporations that are residents of treaty 

countries on certain types of income which are not "effectively 

connected" with permanent establishments in the United States even 

though the treaty in force would deny the benefits because of the U.S. 

permanent establishment. Any benefit conferred by any provision of 

the 1966 Act is not to be considered contrary to any treaty obligation. 

Thus, even though a nonresident alien or toreign corporation has a 

perm.anent establishment in the United States, income which is not 

effectively connected with this business is to be taxed at the 

applicable treaty rate rather than at the regular individual or 

corporate rate • .2.Q/ 

Ta,x treati.es gene:t'e.J..lr ~tt~pt to e.chieve the twin goals of 

neutra.li ty of tax t~ee1;tmient a,nd ta,x et!J,Ui ty. Neut,;-ali ty assumes that 

;LnvestJD,ent polic;te~ ~e det~ined '4th~ut conside,;-ing tax 
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consequences, while tax equity seeks equal taxation of taxpayers 

who are in similar s~tuations within the same jurisdiction. A 

principal area of disggreement which ha5 yet to be resolved is 

whether tax equality should apply to investors in the home or in the 

host country, and whether multinational investors should be treated 

as a separate group. 5l/ 

Currently, the MNC must consider tax factors in determining the. 

-~ost favorable countries for investment, in shifting profits from 

subsidiaries to parents, and in decisions to liquidate portions of 

its operations. The MNC must also attempt to alloc~te its resources 

in the manner most probably calculated to reduce the onerous burden 

of double taxation. 

Tax treaties permit the MNC to develop investment decisions and 

long range planning independent of considerations of tax avoidance. If 

the MNC is assured of uniform and equal taxation, it can then base 

corporate investments solely on market and estimated profit margin 

factors. 

An effective tax treaty assuring tax neutrality and tax equity 

would need to contain provisions covering the following areas: 52/ 

1) A determination of the categories of income to 
which the treaty applies; 

2) Common rules o~ accounting relating to the 
calcul~tion of' inco;ne, since relief from 
double tS'l,X~ti_pn t§ not me~ni_ng;t'ul ,;i;f' the 
i;i.ppli.ca,ble "ba.~ .. +_$. not. the .. !3-ame,; . 

· W :See Krause and DM; ·~p\~derei.1 ·Ta;X .T~e•ftl.9nt ."!Pf ~f:c;~'i · · Inc6me 
(Washington, -D.C .. ; .. The -Br~okirigf:i Inistitution), (1964) 4f:56. m .Ha.daJ:-i ~ supra' note 43 'st 120. . 
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3) Determination of the taxes to which the 
treaty applies; 

4) Common rules determining the source of 
income, in order to allow a consistent 
treatment of income which is subject 
either to exemption in the source country 
or to tax credit in the home country; 

5) Common rules for allocating income, so as 
to enable countries to determine what portion 
of income is attributable to each when the 
source rules by themselves would not be 
sufficient, especially regarding the reallo
cation of transactions between related 
enterprises in order to achieve arm's length 
treatment; 

6) Exact definitions of all technical terms used 
in the treaty, e.g. , "resident corporation", 
"business income", "interest", and "royalties". 

Aside from the elimination of double taxation, tax treaties 

adjust withholding rates in the host country to reduce burdensome tax 

accounting procedures. They also provide a useful means of discussion 

and consultation among national tax authorities in their common search 

to prevent international friction. The tax treaty approach provides a 

more efficient and comprehensive approach to the taxation of the MNC 

than do the tax laws enacted by individual national states. 
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Table 1.-- A list of tax treaties in effect between the United States 

and other countries. 

Australia.--Effective January 1, 1953 
T.D. 6108, 1954-2 CB 614--Withholding 

Austria.--Effective January 1, 1957 
T.D. 6322, 1958-2 CB 1038--Withholding 

Belgium.--Effective January 1, 1953. Protocol effective August 29, 1966 
· T.D. 6056, 1954-1 CB 132--Withholding 

T.D. 6160, 1956-1 CB 815 
T.D. 6438, 1960-1 CB 739--Withholding; extension of treaty 
provisions to Belgian Congo and Ruanda-Urundi 
T.D. 6469, 1960-1 CB 752 

Canada.-- Effective January 1, 1941. Supplemental treaties effective 
January 1, 1951, January 1, 1957 and December 20, 1967 
T.D. 5206, 1943 CB 526 
T.D. 6047, 1953-2 CB 59--Withholding 
T.D. 6576, 1961-2 CB 289 

Denmark.--Effective January 1, 1948 
T.D. 5692, 1949-1 CB 104--Withholding 
T.D. 5777, 1950-1 CB 76 

Finland.--Effective February 28, 1971 
T.D. 6030, 1953-2 CB 185-- Withholding 
T.D. 6202, 1956-2 CB 1067 

France.---Effective January 1, 1945. Supplemental protocol and conven
tion effective January 1, 1950. Supplemental convention 
effective June 13, 1957. New treaty effective as to with
holding August 11, 1968. All other provisions effective 
January 1, 1967 
T.D. 5499, 1946-1 CB 134 
T.D. 6273, 1957-2 CB 1020--Withholding 
ToDo 6986, 1969-1 CB 66-- Withholding 

German~.--Effective January 1, 1954. Protocol effective January 1, 1965. 
T.D~ 6122, 1955-1 CB 641-- Withholding 

Greece.---Effective January 1, 1953 
T.D. 6109, 1954-2 CB 638--Withholding 

Honduras.--Effective January 1, 1957 (terminated) 
T.~. 6264, 1957-2 CB 1040--Withholding 

Ireland.--Effective January 1, 1951 
T.D. 5897, 1952-1 CB 89--Withholding 

Ital~.----Effective January 1, 1956 
ToDo 6215, 1956-2 CB 1105--Withholding 

Japan.----Effective January 1, 1955· Protocols effective January 1, 1964, 
and January 1, 1966 
T9Dn 6130, 1955-1 CB 665--Withholding 

LuxembourE.--Effective January 1, 1964 
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Table 1.-- A list of tax treaties in effect between the United States 
and other countries (cont.) 

Netherlands.--Effective January 1, 1947. Supplemental treaty (Nether
lands Antilles) effective January l, 1955 and protocol 
effective January 1, 1965. Protocol effective July 8, 1966 
T.D. 5690, 1949-l CB 92--Withholding 
T.D. 5778, 1950-l CB 92 
T.D. 6153, 1955-2 CB 777--Withholding (Netherlands Antilles) 

New Zealand.--Effective January 1, 1951 
T.D. 5957, 1953-1 CB 238--Withholding 

Norway.---Effective January 1, 1951 
T.D. 6489, 1960-2 CB 630--Withholding 
T.D. 6150, 1955-2 CB 793 

Pakistan.--Effective January 1, 1959 
T.D. 6431, 1960-l CB 755 

Sweden.-- Effective January 1, 1940. Supplementary convention 
effective January l, 1965 
T.D. 4975, 1940-2 CB 43 

Switzerland.--Effective January 1, 1951 
T.D. 5867, 1951-2 CB 75--Withholding 
T.D. 6149, 1955-2 CB 814 

Trinidad and Tobago.--Effective January l, 1970 
Union of South Africa.--Effective July l, 1946. Protocol effective 

July 1, 1948. 1954-2 CB 651, 655 
United Kingdom.--Effective January 1, 1945. Supplemental protocol 

effective January 19, 1955. Supplemental royalty protocol 
effective January 1, 1956. Protocol effective January 1, 1966. 
T.D. 5532, 1946-2 CB 73 
T.D. 5580, 1947-2 CB 88 Withholding 
T.D. 6898, 1966-2 CB 567 
T.D. 6437, 1960-l CB 767 
T.D. 5569, 1947-2 CB 100 
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Table 2.-- Rates of UoS. tax to be withheld at the source for nonresident aliens and foreign corporations 
according to existing income tax conventions 

Real estate 
rentals and 

Copyright Indus- natural Applicable Treasury 
Interest royal- trial resource Decisions or 

Country Dividends y ties royalties royalties Revenue Procedures 

Australia-----------: 15%~~ NE 
Efi!!i 

NE NE 4/ 6108,CB 1954-2, 614 
Austria-------------: 15%2 5 ;y E Yl.1§./ l~.2r1Q/ E g/9.) NEY 6322,CB 1958-2p 1038 

Belgium .bk/---------: 15% y 15% y E 2 E g/ NE 4/ 6056,CB 1954-1, 132 1:§_/ 
6438,CB 1960-1, 739 

Canada--------------: 15% yy 15% y E YJ.I 15% y 15% Y'!±.1 6047,CB 1953-2, 59 18/ 

E'E:} 
6576,CB 1961-2, 289 

Denmark-------------: E g/ EE} NEf; 5692,CB 1949-1, 104 
Finland-------------: E 2/ 

E% 
E :~ 6030,CB 1953-2, 185 

France--------------: lOofa§/W EJ2/W 5% 2/gf 6986,CB-'1969-1, 365 
Germany, Federal 

Republic of-------: 15%§13/ E.§/ g/ E 2/g/ E 2./12/ NE '!±./ 6122,CB 1955-1, 641 1:§_/ 
Rev. Proc. 67-24, 

E g/ 
CB 1967-1, 625 

Greece--------------: NE E'E:}~ E# ~ 6109,CB 1954-2, 638 
Ireland-------------: 15% YI!; E '?:_/ 1i/ E g/2.) E 2 2.) 15%2 !jj2.) 5897,CB 1952-1, 89 

5w~ Italy---------------: 15%2 5 ~§} NE 
E¥ E~ NE f; 6215,CB 1956-2, 1105 

Japan---------------: 15 0 %; 10% y lOo 'E:J 10 0 ?:../ NE I 6130,CB 1955-1, 665 1:§_/ 

l1fil~ Luxembourg 1!2)------: 15%2 5 ;~ E g/ 1/ Egf efi NEy None issued 
Netherlands---------: 15 I/Y5 ;y_ E wm E 2/12/ E--g/ NE !j} 5690,CB 1949-1, 92 1:§./ 

Netherlands Antilles: ~ E Yl.lill E g/ E g/ NE 4/ 6153,CB 1955-2, 777 1:§_/ 15 '/,E_/ 
1§_/ Rev. Proc. 66-40, CB 

15%2/5~ NE 4/ 
1966-2, 1245 

New Zealand---------: NE ~~ NEf; 5957,CB 1953-1, 238 
Norway-------------·-: 15o/€}5 '§) E g/ E g/§j NE If/ 6489,CB 1960-2, 630 
Pakistan------------: NE,15% §} NE E g/3)9) E Y21 NE 6431,CB 1960-1, 755 
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Table 2.-- Rates of U.S. tax to be withheld at the source for nonresident aliens and foreign corporations 

according to existing income tax conventions (cont.). 

Real estate 
rentals and 

Copyright Indus- natural Applicable Treasury 
Interest royal- trial resource Decisions or 

Count!Z Dividends lL ties ro;yalties ro;yalties Revenue Procedures 
Soo Africa, Rep.of-: NE NE NE NE NE _!f/ None issued 
Sweden-------------: 15%2/5%6/ EY E E NE 4975, CB 1940-2, 43 1flJ 
Switzerland--------: 15ug_/5%§_/ 5% 2/ E '?) EJ NE .!±/ 5867, CB 1951-2, 75 
Trinidad & Tobago--: NE NE E 15% 2 NE None issued 
United Kingdom 1J}-: 15% ]g/ E §./ ]g/ E 9_/]g/14/ E ef]g/Jd±/ 15% g/.!±/'i/ 5532, CB 1946-2, 73 

6898, CB 1966-2, 567 
6437, CB 1960-1, 767 

Definitions: E--exempt; NE--not exempt, tax to be withheld at the statutory rate prescribed by sections 
1441 and 1442 of the Internal Revenue Code of 1954. References:_;!;/ Except interest on tax-free covenant 
bonds issued before January 1, 1934, as to which the obligor has assumed liability for tax greater than 
2% of such interest. '?}The exemption or reduction in rate does not apply if the recipient is engaged in 
trade or business within the United States through a permanent establishment located in the United States. 
If the income is not effectively connected with the conduct of a trade or business in the United States by 
the recipient, the recipient is considered not to have a permament establishment in the United States under 
the provision of section 894(b), IRC, 1954. ]/ Motion picture and television royalties are excluded from 
the exemption • .!±/The recipient ma;y elect to be subject to a tax on a net basis by filing Form 1040NR (non
resident alien) or Form 1120F (foreign corporation). The same election may also be made under sections 
871(d) or 882(d), IRC, in the absence of a treaty provision.'j_/The exemption or reduction in rate applies 
only if the recipient is subject to tax on this income in the State of residence. In the case of Canada, 
this requirement applies to intercorporate dividends only. §) The reduced rate applies to dividends paid 
by a qualified U.S. subsidiary to a qualified foreign parent corporation having the required percentage of 
stock ownership. 1/ The exemption does not apply to mortgage interest. §) The interest exempted shall not 
exceed fair and reasonable consideration on indebtedness. 9} The royalties exempt shall not exceed fair and 
reasonable compensation for the right of use. 1.Q/Applicable to motion picture and television royalties only. 
1d/The Belgian Treaty applies to the following former Belgian overseas territories that have become inde
pendent countries: Democratic Republic of the Congo (Kinshasa), Republic of Rwanda, and Republic of Burundi. 
]g/ Under the treaty, the exemption or reduction in rate does not apply if the recipient has a permanent 
establishment in the United States and the property giving rise to the income is effectively connected with 
that permanent establ~shment. Notwithstanding the treaty, if the income is not effectively connected with 
the conduct of a trade or business in the United States by the recipient, such recipient will be considered 
not to have a permanent establishment in the United States. See section 894(b), IRC 1954. ~Dividends 
paid by a German subsidiary to a U.S. parent corporation are taxed at a 25% rate in Germany if the parent 
reinvests in the German subsidiary and the amount reinvested exceeds 7.5% of the dividends received by the 
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'.I'able 2. -- Hates of UoSo tax to be withheld at the source for nonresident aliens and foreign corporations 
according to existing i.ncome t.ax conventions (cont. )o 

Noti:=s ( continu.i:;d): 

UoS• parent in the same yea:r, the preceding year, or the following year. This provision does not apply 
to dtvidends pa:i.d by UoS~ corporat:i.ons. 1A/ The exemption does not apply to interest paid to a controlled 
corporation or, in ::.10me cases, to a related corporation notwlthstanding that the amount paid represents 
fai.r and reasonable consideration. The United Kingdom Treaty applies this rule to royalties. 12_/ The 
exemption applies to motion picture and television film rentals only. 1E./ The exemption or reduced rates 
applicable to UoS• source dividends, interest, industrial, and literary royalties do not apply when these 
items are paid to a Netherlands-Antilles investment or holding company entitled to special tax benefits 
under Netherlands-Antilles law and owned by persons or corporations not resident in the Netherlands. 
'};]) The United Kingdom Treaty applies to the following United Kingdom territories: Antigua, British 
Honduras, Dominica, Falkland Islands, Grenada, Montserrat, St. Vincent, St. Christopher, Southern 
Rhodesia, South Yemen, Seychelles, and Virgin Islands, Nevis, Anguilla, and St. Lucia. It also includes 
the following independent countries: Barbados, Gambia, Jamaica, Malawi, Nigeria, Zambia, and Sierra Leone. 
1flJ Existing regulations have not been amended to reflect changes that have occurred because of modifi
cations, etc. to the tax convention. 12/ Exemption from or reduction in rate of tax not applicable in 
the case of income of holding companies entitled to special tax benefits under the laws of Luxembourg. 
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Conclusions 

Varying opinions exist as to the effect of tax factors on inter-

national investment. Some experts in the taxation area feel that 

although tax considerations are always relevant, they are seldom 

dominant. It has been noted that--

differences in taxation are frequently negligible 
from a pecuniary standpoint, though the prospect 
of having to meet the reporting requirements of 
two or more national tax jurisdictions may deter 
foreign investment by small businesses. Invest
ment climates and exchange controls generally are 
more important than tax differences in investment 
decisions. 53/ 

Whatever the effect of tax considerations in investment policy, it is 

certain that tax considerations constitute at least one important 

factor in any corporate decision to allocate resources so as to 

achieve the highest possible return on capital. 

Differing Viewpoints on Current U.S. Tax Policy 

Although theoretically taxation exists to create revenue for the 

state, in practice U.S. tax policy has historically attempted to 

achieve other, non-revenue objectives. Less Developed Country and 

Western Hemisphere Trade corporation provisions are examples of a · 

congressional desire to encourage or discourage certain activities or 

inveir:tn:ient in certain .geographic .areas. Similarly, the DISC has for 

· ·d.]j Smith, supra note at 146. Professor Smith points out that in 
botli the U.S. and in France, leading industrialists have stated that 
they make international investment decisions on the basis of before
tax !income. This position is justified because if the investment 
climate in a country is good enough to justify investment, it is 
probable that the tax burden in it, whatever form it takes, will not 
be far out of line with that in other countries. 
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its underlying purpose increasing U.S. exports and easing the United 

States' balance of payments problems. Current U.S. tax policy in the 

area of foreign direct investment does not appear to satisfy either 

those who favor increased support for foreign investment or those who 

oppose it. 

Views of :?resent Law f'rom the Point of View 
Favori..ng Foreign Investment ill 

1. Proponents of more favorable treatment for foreign invest-

ment feel that the foreign tax credit should be more 

generous. Foreign tax credits should be extended to sales 

and other excise taxes which make up a much larger percent-

age of the total tax burden in Europe than in the United 

States. 

2. Differences between American and foreign concepts of in-

come result in higher effective tax burdens on foreign 

source income than on domestic income. Present treaty 

provisions are not adequate to solve this problem. 

3. Section 1248 violates the principle of tax neutrality 

though imposing a heavier tax on gain from the sale of 

foreign stock than from the sale of domestic stock. 

54/ The following critiques excerpted from Tax Legislation and Regu
lations Affecting Foreign Trade and Investment, 8 Houston L.R. 498, at 
pp. 503-05. (1971), by Louis Kauder, Office of Tax Legislative Counsel. 
U.So Treasu=y Dept. 
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4. The complexity of the foreign tax provisions generates 

excessive administrative costs and a waste of executive 

talent. This is especially burdensome for small and 

medium-sized companies. 

5. The United States practice of taxing foreign income on 

the basis of place of incorporation differs from the 

more liberal practice in other countries of-exempting 

foreign source income from taxation. Exemption would 

be one way to avoid the arbitrary distinction between 

branches and subsidiaries. It would also permit easier 

expansion abroad from retained earnings. 

6. The LDC exceptions to Subpart F are ineffective as they 

do not encourage the reinvestment in less developed 

countries of income generated by activities in developed 

countries. 

7. Western Hemisphere Trade Corporation provisions do not 

constitute a meaningful incentive for manufacturing 

firms. They are useful only to selling and mining 

subsidiaries. 

8. So long as deferral exists, it is inconsis~ent to treat 

portfolio investments differently from other direct 

investments for which a credit is allowed. 
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Views of Present Law from the Point of View 
Advocating Less Favorable Treatment for 
Foreign Investment 

1. Some economists argue that the least justifiable aspect of 

United States taxation of foreign income is the exemption 

from taxation of foreign subsidiaries, as entities separate 

from their United States parents. They contend that deferral 

of taxation until repatriation of earnings violates the con-

cept of neutrality because it allows expansion of foreign 

operations through reinvestment of untaxed earnings not 

allowed to domestic operations. The separate entity 

approach with respect to domestic subsidiaries is not 

analogous to the separate entity approach with respect to 

foreign subsidiaries. In the domestic case, the entity 

remains subject to United States taxation, while in the 

foreign case separateness removes the subsidiary from our 

jurisdiction. 

2. If balance of payments and national efficiency rather than 

world efficiency were the predominant criteria, the foreign 

tax credit would be replaced by a deduction for foreign 

truces. The deduction then would become simply a,nother cost 

of doing business abroad. 
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3. The limited restrictions placed on deferral by the 

Revenue Act of 1962 have not sufficiently forestalled the 

outflow of capital abroad. Other techniques, including 

termination of deferral, should be considered. To the 

extent that deferral is an inducement to foreign invest

ment, its termination might contemporaneously justify a 

loosening of other foreign direct investment limitations. 

Possible Alternatives to the Present Approach 

A. Recommendations of the President's Task Force.--In September 

of 1970, the President's Task Force on Business made several 

recommendations in the field of taxation of foreign source income. One 

of these proposals (the DISC) has already been adopted, and, in 

addition, the following proposals have been made: 

1. Revision of Subpart F.--Subpart F was enacted as a revenue 

measure and as a means of preventing tax avoidance. Unfortunately, it 

has been observed that Subpart F has not generated any significant 

revenue and that its complex provisions have produced a fruitless 

expenditure of business and accounting time. '22._/ Accordingly, the 

Task Force recommended eliminating the complexities of Subpart F, and 

substituting an accumulated earnings tax in its place. 

2. Amendment of Section 482.--Section 482 has been widely criti

cized as being overly complex and unduly burdensome on the taxpayer. 

ill Choate, Hurok, Klein, supra, note 2, at 509. 
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The present section 482 regulations require long and expensive govern

ment examination of corporate accounts. 

The Task Force recommends that the current Section 482 regulations 

be abandoned and that the burden of proof to demonstrate tax avoidance 

be placed on the Internal Revenue Commissioner. These proposals are 

aimed at easing the burden on the taxpayer and at eliminating costly 

Section 482 audits except in those situations where the Corrunissioner 

feels a strong case for tax avoidance can be established. 

B. Additional recommendations.--Other recommendations include 

currently proposed legislation (S. 2592) which would eliminate deferral 

of taxation in the case of domestically controlled foreign corporations, 

and would substitute tax deductions for the foreign tax credit. 

1. Elimination of deferral.--Presently, except for "Subpart F 

income", profits of controlled foreign subsidiaries are taxed only as 

those profits are repatriated. If this situation were changed so that 

all profits of controlled foreign corporations were currently taxed, 

several results could follow. First, increased repatriation of profits 

could result as the incentive to retain profits overseas would no 

longer exist. Secondly, U.S. corporations could reduce their owner

ship of foreign corporate subsidiaries so as to avoid classification 

as a "controlled" foreign corporation. Thirdly, foreign direct invest

ment could find new outlets in the form of joint ventures with foreign 

enterprises. 

2. Repeal of the foreign tax credit.--The foreign tax credi~ 

would be replaced by tax deductions for foreign taxes paid in the same 
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manner in which state and local taxes are deductible toward federal 

taxes. The deduction which would replace the credit would be only 

another cost of doing business abroad which cost would have to be made 

up by other possible efficiencies in the foreign operation. 56/ A 

legislative proposal has suggested that repeal of the foreign tax 

credit might further the objective of national efficiency by increasing 

investment in the domestic economy. Such a result would obtain in 

those cases in which foreign and domestic investment substitute for 

each other; when the two types are complementary,, both domestic and 

foreign investment might be reduced. 

The effects of a repeal of the foreign tax credit vary, depending 

upon whether the repeal is coupled with an elimination of deferral of 

unrepatriated profits. If the tax credit were repealed but deferral 

of unrepatriated profits continued, any profits which were repatriated 

would be taxed at a higher rate than at present, as the foreign taxes 

paid would no longer be allowed as a credit to offset domestic taxes. 

It is likely that this situation would encourage the retention of all 

profits abroad. Dividend repatriations would be discouraged, and the 

U.S. balance of payments would suffer. 

If repeal of the tax credit occurred along with elimination of 

deferral, then the U.S. tax burden on foreign direct investment would 

increase. The elimination of deferral would destroy any incentive to 

retain earnings abroad, and the repeal of the foreign tax credit 

would expose repatriated profits to double taxation. 

56/ Kauder, supra, note 54 at 507. 
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Firms which pay foreign taxes nearly equal to U.S. taxes will be 

most severely penalized by tax credit repeal--i.e., those companies 

for which tax considerations played little or no part in the original 

decision to invest abroad. Firms which pay foreign taxes in excess of 

U.S. tax rates may be benefitted by repeal of the tax credit, as the 

excess tax credits which they generate (and which are presently 

wasted) will be allowed as deductions.· It has been noted that the 

present system results in an overall excess foreign tax credit and 

that generally the only countries in which the effective tax rate is 

lower than that in the United States are some of the less developed 

countries. 57/ 

Any revision of current U.S. tax treatment of foreign source 

income should be directed toward simplification. Simplification would 

make tax rules more readily comprehensible to the business community 

and would inject increased efficiency and reduced costs into govern-

ment enforcement. It has been suggested that, 

at a time when the costs of labor within the United 
States are at an all time high, simplification of 
enforcement should be one of the chief goals. * * * 
* * in addition to Section 482, Subpart F, the 
foreign tax credit rules, the interest equalization 
tax, if it is to be continued, and the Foreign 
Investors Tax Act of 1966 with its concept of effec
tively connected income, could ~ll be greatly simpli
fied with no loss of revenue. '2!:1.1 

57/ Kauder, supra, note 56. 
58/ Choate, Hurok, Klein; supra, note 2 at 522. 



Jurisdiction of International Tribunals 
in Foreign Investment Controversies 

This section deals with the jurisdiction of international judicial 

and quasi-judicial organizations in the settlement of disputes involv-

ing foreign investment. The following discussion attempts to highlight 

the usefulness of the International Court of Justice (I.C.J.) of the 

United Nations and its predecessor, the Permanent Court of International 

Justice (P.C.I.J.), in resolving problems. created by multinational 

corporate investment. 

In 1921, the League of Nations adopted a statute creating the 

Permanent Court of International Justice to replace various ad hoc 

tribunals which had formerly existed. Although the United States was 

not a member of the League, several U.S. citizens were judges of the 

P.C.I.Z. Between 1922 and 1939, the P.C.I.J. handled 66 cases of 

which 12 were eventually settled. 1./ After a dormant period during 

the Second World War, the P.C.I.J. was dissolved with the emergence of 

the United Nations. 

The United Nations Charter provided for a permanent international 

tribunal--the International Court of Justice. Articles 2 and 3 of the 

I.C.J. Statute provide that judges are nominated from among the 

member J,N. States and their election must be confirmed by an absolute 

majorit:y of both the General Assembly and the Security Council. 

!/ Ste::_ner and Vagts, Transnational Legal Problems, at 146. (1968) 
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The I.C._J. is.concerneQ. with two types of :functions: advisory 

proceedings under which the Court ~ives advice to member states, and 

~ontentious proceedings which are in the nature of adversary litiga

tion. '?:} It is this latter role ~hich is of primary significance in 

the settlement of international disputes. 

· The I. C .J. Statute recogniz~s international legal ;irinciples in 

determining the boundaries of its jurisdictional reach. Ar-"ticle 34 of 

the Statute provides that only nations may be parties to litigation 

before the I.C.J. Article 36 of the Statute prov-ides that the I.C.J. 

~an take jurisdiction of a dif?pute only where the adversary states con-

sent to such exercise of juri$dictiop. This idea of consent as the 

only legitimate [?asii;; of jurisdiction is well-founded ip i~t~rn{ltional 

law. A statment of th~ P.C.I.J. of 1923 expresses the concept as: 

This rule~ moreover, only accepts and applies a prin
ciple which is a fun~wµental principle of inter~ 
national law, narp.ely, the pr~nciple of the independence 
of States. It ~El wel:J_ ~.§t~b],.ished in international 
law tni;i.t no Stat~ c1;>.p., without its consent, be com
pelled to submit its dif?putes with other states either 
to m~diation or to arbitration, or to any other kind 
of pacific settlem~nt. Such consent can be given once 
and for all in the form of an obligation freely under
taken, but it ~an, on tP.e contrary, also be given in 
a special case apfµ-t from arJ.Y existing obligatton. JI 

Under Article 36 of th~ I.C.J. Statute, several methods are provi-

ded for a State's consent to submission of its international disputes 

. '?:}Id. at p. 147. 
3/ Status of Eastern Carelia, P.C.I.J., Ser. B, No. S (1923), at p. 

27. 



to the I.C.J. First, the States involved in a dispute can refer the 

dispute to the Court by a special reference of the parties, much like 

referral to an arbitrator. Secondly, States may engage in bilateral 

treaties, pursuant to which they agree to submit their mutual disputes 

to I.C.J. jurisdiction. A State may also unilaterally submit a claim 

to the I.C.J. upon filing an agreement of submission with the Secre-

tary General of the U.N. Multilateral treaties and conventions may 

contain provisions which specify that problems arising under them will 

be submitted to the compulsory jurisdiction of the I.C.J. 

Although in theory declarations by individual States expressing 

their consent to be bound by I.C.J. decisions would seem to provide 

for broad I.C.J. jurisdiction, the facts have proved otherwise. States 

have had a habit of attaching qual~fying clauses to their declarations 

of consent. These clauses have generally had the effect of reducing 

the scope of I.C.J. jurisdiction through such means as tailoring one 

State's acceptance of compulsory jurisdiction to the declaration of an 

adversary State which is willing to accept the same restrictions. 

other restrictions are temporal in nature such as the United States' 

restriction that it accepts compulsory jurisdiction over disputes 

arising only after August 26~ 1946. 1:::../ 

International Tribunals are characterized as bodies of limited or 

specialized power due to the fact that their jurisdiction is limited 

in accordance with the terms of the agreements of parties before them. 

In 1902, the French-Venezuelan Claims Commission expressly stated its 

I±/ See Switzerland v. United States, I.C.J. Rep. 6, (1959), at p. 23. 



limitations in the case of the French Company of Venezuelan Railroads: 

The limits of this honorable commission are found 
and only found in the instrument which created it, the 
Protocol of Feb. 19, 1Y02. An arbitral tribunal is one 
of large and exclusive powers within its prescribed 
limits, but it is as impotent as a morning mist when it 
is outside these limits. 2} 

Jurisdictional challenges directed toward international tribunals 

prior to any decision on the merits have forced the tribunals to 

render decisions regarding jurisdictional scope before being able to 

proceed with the matter before them. It is universally recognized 

that an internationally organized judicial body does have the power to 

interpret its own jurisdiction. The I.C.J. succinctly expressed this 

view in its 1953 decision in the Nottebohm case: 

Since the Alabama case it has been generally 
recognized, following the earlier precedents, that 
in the absence of any agreement to the contrary, an 
international tribunal has the right to decide as to 
its own jurisdiction, and has the power to interpret 
for this purpose the instruments which govern that 
jurisdiction. This principle was expressly recognized 
in Articles 48 and 73 of the Hague Conventions of 
1899 and 1907 for the Pacific Settlement of Inter
national Disputes •.•.. The principle .... 
assumes particular force when the international 
tribunal is no longer an arbitral tribunal consti
tuted by virtue of a special agreement between the 
parties for the purpose of adjudicating on a 
particular dispute, but is an institution which has 
been pre-established by an international instrument 
defining its jurisdiction and regulating its 
operation ....• §} 

In general, an international tribunal cannot take jurisdiction 

ove-;.· a matter which would prejudice third parties not before the tri-

2.f Ralston, The Law and Procedure of International Tribunals, 73, 
( 1936). 

§j [1953] I.C.J. 119-20. 
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bunal. In one case, 7/ the I.C.J. held that it was precluded f'rom 

considering any matter without the consent of a state if that state's 

interests would be directly and vitally affected by the proceedings 

even though the state was not a party to the proceedings. 

An exception to the above general rule exists where the tribunal 

can find that in spite of the fact that a state did not consent to 

jurisdiction, its subsequent acts demonstrate consent in later proceed• 

ings and so ratify the tribunal's assumption of jurisdiction. This is 

sometimes known as the doctrine of "forum prorogatum." §.! Thus, in the 

9/ Corfu Channel case, - the I.C.J. took jurisdiction over a case based 

on the application of only one party where the defendant did not con-

sent to the assumption of jurisdiction. 

A private citizen of a State can obtain adjudication of his 

claim before an international tribunal if he is able to persuade the 

state of his nationality to take up his cause. The I.C.J. has per-

mitted state representation of claims of private individuals only 

where the individual was a citizen of the representing state both at 

the time the dispute arose and at the time of its presentation before 
0 

the Court. lO/ 

International tribunals may decline jurisdiction where it is 

found that an agent of a private corporation or of a state does not 

7/ Monetary Gold, [1954] I.C.J. 33. 
~ Ackley, Foreign InV'estment Disputes: Jurisdiction of Internation

al Tribunals, 7 West. Ont. L.R. 111, at 118 (1968). 
2/ [1949l I.C.J. 7. . 
10/ Lauterpacht, The Development of International Law by the Inter

national Court, 35.0. (1958). 
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possess the requisite capacity to submit the claim to international 

arbitration. If, however, the State in question continues to make 

use of the otherwise invalid arbitration agreement, the tribunal may 

assume jurisdiction, finding that the State has waived its right to 

object. 11/ 

Some international investment contracts contain clauses providing 

for mandatory arbitration of disputes before a specialized tribunal 

such as the Court of Arbitration of the International Chamber of Com-

merce. These proceedings are rarely subject to jurisdictional challenge 

due to the fact that the parties have agreed to jurisdiction well in 

advance of any dispute. As the majority of these proceedings are held 

in camera, it is difficult to assess the scope of their jurisdiction 

beyond the obvious fact that it is limited by the terms of the partic-

ular contract in question. 12/ 

A party cannot lay its claim before an internationa~ tribunal un-

til it has exhausted its local remedies. Only after it has been deter-

mined that national courts cannot or will not consider the matter, will 

international courts assume jurisdiction. In a controve:JG>y between 

Lithuania and Estonia, 13/ the P.C.I.J. upheld a jurisdictional chal~ 

lenge by ~ithuania upon a finding that Estonia had not sufficiently 

demonstrated that its national courts lacked jurisdiction to adjudi-

cate the controversy. 

11/ Balasko, Causes de Nullite de la Sentence Arbitrale, 108.(1938) 
12/ Ackley, supra, note 8, at 121. 
13/ Panevezys-Saloutiskis Railway Case, P.C.I.J. Series A/B, No. 76, 

4-59. 
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The I.C.J. has also had occasion to decline jurisdiction on the 

grounds of failure to exhaust local remedies. In the Interhandel 

Case, 14/ Switzerland brought a claim before the I.C.J., seeking resti-

tution of the assets of a Swiss company doing business in the United 

States which had been seized by the United States. The United States 

challenged the U.C.J. jurisdiction, arguing that the Swiss company had 

not exhausted its remedies in the U.S. courts under the Trading with 

the Enemy Act. The I.C.J. agreed with the U.S. argument and declined 

to assume jurisdiction. 

Practical problems involving decisions by international tribunals 

to assume jurisdiction in a given matter involve the diverse national 

makeup of judges and financial" considerations. As international tri-

bunals are generally composed of jurists from different countries 

having different legal systems, it is difficult for the tribunal to 

formulate a unified legal approach to a given problem. This lack of 

homogeneity often produces an at:tnosphere of hesitation in considering 

certain problems. Costs of litigation before an international tribunal 

such as the I.C.J. can often prove exorbitant. It has been estimated 

that the cost to a state of one case before the I.C.J., notwithstanding 

the inconvenience and frustration involved, may exceed $200,000. 15/ 

Once an international tribunal has made a decision, all problems 

are not automatically solved. The lack of judicial review of the 

14/ Switzerland v. U.S.,(1958-59] I.C.J. Y.B. 92-97. 
15/ Turlington, TheRcle of Law Among Nations 25 (A .. B.A. Special 

Co:;m;;_ittee on World Peace Through Law, 1959). 
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decisions can lead to frustration on the part of parties to the con

troversy. Even more troublesome is the lack of power on the part of 

the tribunal to enforce its decrees. As with jurisdiction, enforcement 

depends upon the consent of the sovereign state and is thus a matter of 

comity. A sufficiently strong state interest can effectively preclude 

enforcement of any decree. 

A possible a.rea of future consideration in formulating effective 

policies to deal with disputes involving multinational corporations is 

the establishment of an intermational tribunal or tribunals vested with 

specific compulsory jurisdiction and compulsory enforcement procedures. 

Although this approach would seen to represent an effective means of 

international dispute settlement and regulation, serious difficulties 

surround any efforts to bring such a body into existence. 

Nation states have been traditionally reluctant to forego any of 

~~heir sovereign powers of regulation of behavior of their citizens. 

A competent international tribunal vested with compulsory powers would 

cf ~ec~ssity require a concurrent diminution of the regulatory powers 

of individual nations. Enforcement procedures of such a tribunal 

"Would. only be effective to the extent that individual nations are 

willing to back tribunal decrees with national power. The proposed 

creation of an effective international regulatory and adjudicatory 

body would present to individual states the question of whether a state 

is willing to enforce within its territory orders from an international 

organization which could well prejudice the interests of that state's 

citizens. 
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Current ideological strife between East and West would present pos-

sibly insurmountable obstacles to the development of any international 

body which is to have real power. In this context, it has been noted 

that: 

Of course, the whole trend of decision with respect 
to jurisdiction cannot fail to be influenced by the exist
ting division of the world community into two power-blocs, 
fraught with internal and external distrust and tension. 
Political conditions have led to a general deterioration 
of the position of law in international affairs, and this 
has carried over into the commercial and investment sphere. 
International tribunals, especially if purporting to func
tion on a world-wide basis as in the case of the case of 
the Court of Arbitration of the International Chamber of 
Commerce, or the I.C.J., are greatly influenced by this 
dual polarization, often to their detriment. That is why 
the majority of observers have cast grave doubts on the 
future of any organized structure of authority claiming 
trans-world competence, and have resorted to the interim 
notion of regional tribunals as being best able to fulfill 
community expectations relating to the settlement of pri
vate and public investment disputes. 16/ 

A more realistic approach towards resolution of international dis-

putes surrounding investment and the multinational corporation might be 

to encourage greater utilization of existing international judicial and 

arbitral facilities. Parties to a dispute would naturally be inclined 

to favor adjudication of their claims before a neutral international 

body over litigation in the local courts of a foreign nation. It has 

been suggested 17/ that the already existing international tribunals 

could play a greater role in the settlement of international investment 

disputes by encouraging a wider use of their arbitral facilities, This 

16/ Ackley, supr.a, note 8, at 140. 
17/ Id. at p. 114. 
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could be accomplished 'by proposing model arbitration clauses for invest

ment contracts, by advertising available facilities, and by gradually 

establishing a record of fairness and competency in adjudication and 

arbitration. Once confidence in the tribunals' abilities exists on the 

part of the international investment community, consent to their juris

diction over a wider range of problems can be more readily obtained. 

Greater willingness to participate in international adjudication will 

also lead to a greater willingness to accept decrees ef international 

tribunals as binding. This trend should certainly be encouraged if 

international investment is ever to be effectively controlled for the 

benefit of the world community. 
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Extraterritoriality of the Securities 
and Exchange Act 

The Securities and Exchange Act of 1934 1/ was enacted to regulate 

dealings in securities within the United States. The 1934 legislation 

created the Securities and Exchange Commission and provides for mea-

sures to ensure the financial safety of investors in the security mar-

kets. Aside from imposing registration and reporting requirements on 

domestic issuers of securities, the Act also attempts to prevent mar-

ket manipulation, misrepresentation, "insider" trading, and other 

fraudulent transactions. The SEC regulations are stringent, complex, 

and sometimes uncertain due to the expanding role of civil liability 

for fraudulent activity in security trading. The issuer of securities 

must concern himself with registration and reporting requirements, 

proxy solicitation rules, and automatic civil liability for certain 

types of trading by "insider" groups. '?J 

The United States has traditionally exercised jurisdiction over 

acts of its nationals within the United States. It has also success-

fully regulated the activities of foreign nationals inside the United 

States, and the activities of U.S. citizens and corporations outside 

the United States. The Sherman Act has been applied extraterritorially 

to control activities outside the United States which have anticompeti-

tive "effects" within the United States. The Sherman Act serves as a 

y 15 u.s.c. fje 78a, et~· 
2/ Buxbaum, Sec·urities Regulation and the Foreign Issuer Exemption, 

58-Cornell L.R., 358, at 361 (1969). 



model for the application of Securities and Exchange Act regtlation 

to security transactions occurring outside 01· the United States. 

Section 30(b) of the SEC Act provides an exemption from extra-

territorial application of the .A.ct in tht:! case: e;f persons conducting a 

business· in securities outside the United States. The relevant provis-

ions a.re: 

The provisions of this chapter or of any rule or 
regulation thereunder shall not ~pply to ar.y person 
insofar as he tra..nsacts a business in securities 
without the jurisdiction of the United States, u..Dless 
he transacts such business in contravention of such 
rules and regulations as the comrr..ission may prescribe 
as necessary or appropriate to prevent the evasion of 
this chapter. l/ 

Although the above language would seem to provide a blanket 

exemption from extraterritorial application of the SEC act fo:c foreign 

issuers, the courts have not so held. It has been held that a single, 

isolated sale of securities outside the United States where the seller 

had made use of the U.S. mails a.'1.d other means of ir..te::cs'tate corurne:rce, 

does not fall within the Section 30 (b) exemption :t'o.e those vho, "trans-

act a business in securities outside the United States. 11 ":!_! 

Another case has held that whe:r·e the application of tne SEC Act is 

necessary to protect the interests of' U.S. i!1.vesto:rs, the J.ct will be 

applied to foreign transactions among foreign persons involving the 

sale of foreign securities traded on a C.ornestic exchange. 2) There, 

the U .s. Court of Appeals for the Second Ci:rcl'.it had the foll.owing to 

3/ 182 F. Supp. at 390. 
4/ Ferraioli v. Cantor (Rehearing), 259 F. Supp. 842 (s.D.N.Y. 1966). 
5 / Schoenba~- ~-. Firstbrook, 405 F. 2nd 200. ( 1968) . 
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say about the extraterritorial impact of the SEC Act and the Section 

30(b) exemption: 

The provision contained in Section 30(b) does 
not alter our conclusion that the Exchange Act has 
extraterritorial application. In our view, while 
Section 30(b) was intended to exempt persons conducting 
a business in securities through foreign securities 
markets from the provisions of the Act, it does not 
preclude extraterritorial application of the Exchange 
Act to persons who engage in isolated foreign transac- . 
tions.* * * * * 

We hold that the district court has subject matter 
jurisdiction over violations of the Securities Exchange 
Act although the transactions which are alleged to vio~ 
late the Act take place outside the United States, at 
least when the transactions involve stock registered and 
listed on a national secur.ities exchange, and are detri
mental to the interests of American investors. §..! 

In the case of Roth v. Fund of Funds, Ltd., If it was held that 

a mutual investment firm, which was a Canadian corporation with its 

offices in Geneva, Switzerland, and which made a profit on a purchase 

and sale of more than ten percent of an American corporation's common 

stock on the New York Stock Exchange was not "transacting a business 

in securities without the jurisdiction of the United States" sufficient 

to meet the Section 30(b) exemption. Thus, the court found that the 

SEC Act (particularly Section 16(b)) was applicable to a transaction 

involving foreign nationals, whose only contact with the United States 

was the fact that they purchased securities on a U.S. exchange by means 

of telephone calls from Switzerland to New York brokers. 

As a general rule, the SEC Act will apply extraterritorially where 

6/ Id., at pp. 206 and 208. 
7/ 279 F·. Supp. 935, aff'd. 405 F. 2d 421, (1968), cert. den. 89 

S.-Ct. 1469. 
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a prohibited transaction occurs within the United States. Where the 

illegal act occurs 'primarily outside the United States but has effects 

within the United States, the Act may also apply unless the activities 

involved can meet the criteria of the Section 30(b) exemption. Sec-

tion 30(b) was intended to exempt only foreign nationals engaged in 

the securities business due to a Congressional realization that United 

States attempts to regulate foreign security dealings could have inter-

national repercussions. In this context it has been noted, 

The extraterritorial application of statutes, 
however, raises policy considerations which Congress 
may well have found to prevail, in certain circumstances, 
over the need to protect investors. These considerations, 
touching on American foreign relations and the burdens of 
enforcement, go far to explain the distinction drawn in 
Subsection 30(b) between persons who are engaged in the 
securities business and those who are not. For example, 
Congress could quite easily conclude that another country 
would resent United States interference concerning the 
way the investment business is conducted within its bor
ders more than it would resent the application of the Am
erican rule to occasional transactions by its nationals 
in United States securities. This is particularly appar
ent if one considers the likelihood that a foreign based 
investment business will be subject to foreign statutory 
regulation. No country likes its regulatory scheme to be 
superseded by those of another country and, of course, 
the existence of foreign regulation lessens the need for 
interference. §) 

In 1964, Subsection 12(g) was added to the SEC Act. This a.men-

ment requires registration with the SEC of each class of equity secur-

ities held by:;imore than five hundred holders of record issued by all 

( in'c'::luding foreign) corporations having assets of more than one mil-

lion dollars who are engaged in (or in a business affecting) interstate 

8/ Note, Extraterritorial Application of the Securities Exchange Act 
of-1934, 69 Colum. L.R., 94, at p. 104. (1969). 



commerce, or whose securities are traded by means of interstate com-

merce. 9/ 

Until May of 1967, foreign issuers were exempted from the registra-

tion requirements of Section 12(g). In May of that year, the SEC issued 

a regulation concerning foreign issuers. 10/ This detailed regulation 

requires that issuers of securities who have more than half of their 

outstanding voting securities held directly or indirectly by United 

States residents, must comply with Section 12(g) registration. Other 

foreign issuers are permitted to comply with more liberal registEation 

requirements. The regulation thus permits foreign issuers who are not 

heavily involved in the United States securities market to fUrnish such 

information to the SEC as it would otherwise be required to make pub-

lie. 11/ 

In conclusion, the SEC Act can apply extraterritorially to isolated 

acts outside the United States which have effects inside the United 

States. Section 30(b) provides a limited exemption in the case of a 

foreign national who is transacting a business in securities outside the 

United States. United States courts have demonstrated their willingness 

to exercise jurisdiction over acts of foreign issuers of securities if 

suitable "minimal contacts" with the United States (such as the utiliza-

tion of a means of inters~ate commerce) can be found. The multinational 

corporate entity which desires to issue securities in the United States 

or which desires to participate in isolated transactions in United 

9/ 17 C.F.R. § 240.12g. 
lO/ 17 C.F.R. § 240,.12g3-2 (1968). 
11/ Note supra, note 8, at 111. 
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States securities may well be faced with an extraterritorial applica

tion of the United States Securities Exchange Act. 
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United States Foreign Direct 
Investment Controls 

Executive Order 11387 of January 1, 1968, established mandatory 

limits on U.S. foreign direct investment. These controls are currently 

found in the Foreign Direct Investment Regulations issued by the Depart-

ment of Commerce Y and they are overseen by the Commerce Department:~s 

Office of Foreign Direct Investment (OFDI). Investment controls were 

enacted in an effort to correct U.S. balance-of-payments problems and 

thereby shore up confidence in the dollar. 

Summary of the controls 

(1) The controls apply to U.S. persons and businesses which are 

classified as "direct investors"--defined as holding 10 percent or more 

of an equity investment outside the United States. The foreign busi-

ness organizations are termed "affiliated foreign nationals 11 (AFN). 

"Direct investment" is ms.de up of capital transfers, loans, and capital 

contributions, from direct investors to AFNs together with the UJ.~in-

vested earnings of the AFN. 

(2) The controls prohibit (with the exception of Canada) direct 

investment in any foreign country during a calendar year except as 

permitted under the regulations or as permitted an individual investor 

by OFDI. The Regulations provide for three investment limits which 

are termed "allowables": 

(a) a worldwide minimum investment allo~able of 
$2 ,000 ,ooo .. 

1/ 15 C.F.R. pt. 1000, as a.mended. 
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(b) certain "earnings" allowables which vary for each 
of three types of groups of countries: schedule A, 
B, a~d C countries. In each schedule area, the in
vestor is permitted annual investments in an amount 
equal to forty percent of the annual earnings of the 
direct investor's AFNs in that schedule area in the 
preceding year. 

(c) a set of "historical" allowables which are deter
mined separately for the three country groups based 
on investment during the period 1964-1966. 

Unused allowables are permitted to be passed among different 

schedules of countries in the same year. If the historical and earn-

ings allowables are not utilized in the calendar year, they can be 

carried forward to the next calendar year. 

(3) In determining whether the investment allowables have been 

exceeded, the regulations do not count direct investment made with the 

proceeds of ''long-term foreign borrowings" made by the direct investor. 

Repayments of such borrowings do count as a form of direct investment 

and are subject to the controls. The regulations also require that 

the direct investor repatriate to the United States by the end of each 

year all long-term foreign borrowing proceeds not physically invested 

at that time. 

(4) The Regulations prohibit direct investors from holding end-

of-month "liquid foreign balances" which exceed the average end-of-

month amount of the base period of 1965-66. Liquid foreign balances 

are interpreted as including demand. c.nd short-term deposits in for-

eign banks and in foreign branches of U.S. banks, and certain other 

liquid foreign assets. Balances in Canada are not included. 

(5) Most direct investors are subject to the requirement of 

filing quarterly and yearly reports demonstrating their compliance 
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with investment controls. If annual worldwide foreign investment 

(including Canada) has not exceeded $1,000,000 beginning with 1968, the 

quarterly reports are not required. For failure to comply with report-

ing requirements, the regulations contain severe criminal penalties. 

OFDI has, however, relied on civil remedies such as "voluntary settle-

ments," "consent agreements," and "orders" which follow formal adminis-

trative prod.eedings. '?:_/ 

Criticism of the controls 

The OFDI Regulations have been subject to both domestic and Euro-

pean criticism since their enactment. Domestically, the controls have 

been attacked as being inequitable and as imposing burdensome require~ 

ments on U.S. investors. In Europe, concern has arisen over potential 

conflicts between U.S. regulation of overseas corporations through the 

controls, and host country corporation laws. 

In the United States, it has been pointed out that foreign direct 

investment may have a favorable impact on the U.S. balance of payments 

through prompt recoupment of dollar outflows through earnings, sales of 

capital equipment, and exports. In this context, one authority suggests 

that--

If dollar outflows are recouped in a short time, every 
effort should be made by the control authorities not 
to reduce foreign investment but to substitute foreign 
borrowings for dollar outflows and to expand the return 
of earnings, while permitting sufficient new outflows 
of equity or parent funds to expand total outlays as 

2 /. Summary excerpted from Ellicott, "United States Controls ()n Foreign 
Dir_ect Inyestment_, "L. and Contemp. Prob. , .ol. xxxi v, no. 1, at ·48-49. 
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much as possible. OFDI objectives, therefore, should 
be not to interfere with private decisions to expand 
investme~t abroad but merely to encourage or require 
a substitution of foreign borrowing for dollar outflow 
and retained earnings. If the controls have any other 
effect, they are likely to affect the payments situation 
adversely by reducing total returns and lengthening the 
recoupment period. }/ 

Although the regulations have been revised in an effort to make 

their application more equitable, some domestic critics allege that 

the regulations' complexity, coupled with their frequent revisions, 

make them incomprehensible to the business community. Finally, some 

connnentators question the necessity of controlling retained earnings 

in the same manner as outflows of U.S. capital are controlled. ~/ 

Although the OFDI regulations were not intended to apply to single 

national states, Europeans have voiced concern over what some consider 

to be United States encroachment into other countries' power to regulate 

enterprises doing business within those countries' borders. 

The fact that the OFDI regulations attempt to compel repatriations 

and prevent reinvestment in the host country can mean that the host 

country does not receive the benefits of additional investments of 

profits which have been earned within its territory. It is United 

States law, not the law of the host country, which determines what 

profits are to be repatriated. 

It has been recognized in the United States that the OFDI regula-

tions might invite retaliation by foreign governments. 2.) 

3/ Behrman,"Assessing the Foreign Investment Controls,"L. and Contemp. 
Probs. , vol. xxxi v, no. ·1, at pp. 84-85 ( 1969). 

4t Ellicott, supra, note 2, at 63. 
5/ 114 Cong. Rec. H8828, Sept. 17, 1968. 
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Increased repatriations of earnings by affiliated foreign nationals 

may also conflict with the rights of minority sharE·holders under Euro-

pean (especially French and German) corporate law. Minority share-

holders on the boards of dire•..: tors of affiliated foreign corporations 

could oppose the low reinvestment of profits in the host countries out 

of potential personal liability to host country shareholders. §.! 

Repeal of the controls 

The Nixon Administration has stated that it advocates removal of 

mandatory controls on foreign investment, but that it recognizes that 

this r.emoval must come about gradually arid must be accompanied by im-

provement in the fundamental economic problems which create the con-

tinuing imbalance in the U.S. balance of payments. The Presidentts 

statement noted that the principal means for improving the balance of pay-

ments is stable and non-inflationary growth of the U.S. economy. 7/ 

Several reasons are given by advocates of the repeal of the OFDI 

controls. It is felt that although repeal of the controls would cause 

balance-of-payments risks, these risks are preferable to permitting 

the controls to become "too ingrained," and to allowing foreign debt 

to be built up to an unhealthy level. 8/ 

Other proponents of repeal cite perhaps the most compelling reason 

for removal of the controls: that substantial evidence demonstrates 

§_l Rehbinder, "A European Legal Point of View," L. and Contemp. Probs. , 
vol. xxxiv no. 1, at 108 (1969) .... 

7/ Statement by the President, April 4, 1969, accompanying Executive 
Order No. 11464, N.Y.Times, April 5, 1969, at 39, col. 4. 

8/ Ellicott, supra, note 2, at 63, 
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that the controls are at least not improving the balance of payments 

deficit, and may be worsening it. 2.1 

In conclusion, a European expert 10/ has pointed out that the U.S. 

OFDI controls are only one aspect of the greater problem of the multi-

national enterprise. Potential conflicts among nations will continue 

as the multinational co~poration expands unless parent country govern-

ments forbear to exercise control over activities outside their terri-

torial boundaries. The politiaal power of the parent country which 

seeks to exercise control extraterritorially over the operations of 

the multinational corporation .is critical, as: 

The problem of the multinational enterprise has dif
ferent dimensions dependent on whether the home state is 
powerful or not in relation to the host state. If it is 
not, the host state only has to.cope with the private 
power of the multinational enterprise. In general, the 
state will be able to enforce its policies against the 
multinational enterprise to the same extent as it does 
against domestic enterprises. However, with a powerful 
home state, the private power of the enterprise and the 
political power of the home state must be added together. 
To a certain degree, such multinational enterprise is 
autonomous; to a certain degree, it is not mare than an 
elongated arm of the home state. 

9/ Behrmann, supra, note 3, at_86. 
~ Rehbinder, Prof. of Law, University of Bielefeld, Germany, supra, 

note 6, at 11 7. 


