Introduction

This report presents preliminary data on the financial
structure and operations of U.S. affiliates of foreign di-
rect investors from the 2007 Benchmark Survey of For-
eign Direct Investment in the United States. A U.S.
affiliate is a business enterprise in which there is for-
eign direct investment—that is, in which a single for-
eign person owns or controls, directly or indirectly, 10
percent or more of the voting securities or an equiva-
lent interest." Summary data from the benchmark sur-
vey, along with an analysis of U.S. affiliate operations
in 2007 and in comparison with earlier years, were
published in the November 2009 issue of the SURVEY OF
Current Busingss, the monthly journal of the Bureau of
Economic Analysis (BEA).?

Benchmark surveys, which are conducted once ev-
ery five years, are the most comprehensive surveys of
foreign direct investment conducted by BEA in terms
of both coverage of companies and subject matter. The
2007 survey covered all U.S. affiliates of foreign direct
investors. It collected detailed information on the fi-
nancial structure and operations of nonbank affiliates
and related information on bank affiliates. It also col-
lected data on the transactions and positions between
the U.S. affiliates and their foreign parents (which are
not included in this report).

The financial and operating data from the bench-
mark survey extend the universe statistics that begin
with the statistics for 1977 and that are derived from
both annual and benchmark surveys. In addition, the
benchmark survey data will be used in preparing an-
nual statistics on U.S. affiliate operations in subse-
quent nonbenchmark years; these statistics are derived
by extrapolating forward the benchmark survey data
by the sample data reported in BEA’s annual surveys of
foreign direct investment in the United States.

The concepts and definitions underlying the 2007
data are essentially the same as those used for BEA’s
2002 benchmark survey. They are described in Foreign
Direct Investment in the United States: Final Results
From the 2002 Benchmark Survey, which was published
in October 2006.” The methodology of the 2007 survey
will be published with the final survey results next year.

1. The financial and operating data of U.S. affiliates cover the entire oper-
ations of the U.S. affiliate, irrespective of the percentage of foreign owner-
ship.

2. See “Operations of U.S. Affiliates of Foreign Companies: Preliminary
Results From the 2007 Benchmark Survey,” Survey or CURRENT BUsINEss 89
(November 2009): 43-65.

3. The 2002 benchmark survey publication is available on BEA’s Web site
at www.bea.gov.

The industry classification system used in the
2007 benchmark survey is based on the 2007 revision
to the North American Industry Classification System
(NAICS). For most industries, the classifications under
this new system are identical to those in the 2002
NAICS-based industry classification system used in the
benchmark and annual surveys for 2002—2006.

In the 2007 survey, as in previous benchmark sur-
veys, separate survey forms were used for bank and
nonbank affiliates. In the past, bank affiliates reported
only a very limited amount of information on their op-
erations and only in benchmark surveys. For 2007, the
data collection for bank affiliates was expanded to
cover several core data items, including all of the items
needed to compute value added. Beginning with the
annual survey for 2008, financial and operating data
for bank affiliates are being collected annually, at the
same level of detail as the data for nonbank affiliates.

For nonbank affiliates, as in earlier surveys, the
amount of information collected varied by affiliate size
and whether or not the affiliate was majority-owned by
foreign direct investors. However, to align the informa-
tion requested on the survey with the resources avail-
able to process it and to reduce the burden on
respondents, a new survey form, the Mini form, was
introduced in the 2007 benchmark survey and the
thresholds for reporting on the longer survey forms
were raised.

Every U.S. affiliate was required to report in the
benchmark survey for 2007. In order to minimize the
reporting burden of small enterprises, nonbank affili-
ates that did not have assets, sales, or net income of
more than $15 million were only required to report
some basic identification information and a few items
indicating affiliate size—including assets, sales, net in-
come, and employment—on the abbreviated Mini
form. Nonbank affiliates with assets, sales, or net in-
come greater than $15 million but not greater than $40
million were required to file a complete Mini form,
which requested additional information on a few other
measures of affiliate operations, including employee
compensation, R&D expenditures, and expenditures
for property, plant, and equipment. Together, affiliates
that filed the Mini form accounted for a very small
share of the data for all affiliates in terms of value: They
accounted for 0.2 of the total assets, 0.7 percent of the
sales, and 1.4 percent of the employment of affiliates.

A long form that requested detailed information for
nonbank affiliates was filed only by majority-owned
affiliates with assets, sales, or net income of more than
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$175 million. The size threshold for reporting on the
long form had been $125 million in the 2002 bench-
mark survey; it was raised in order to reduce the bur-
den on respondents. Smaller majority-owned affiliates
with assets, sales, or net income between $40 million
and $175 million filed the short form; in the 2002
benchmark survey, majority-owned affiliates filed on
the short form if they had assets, sales, or net income
between $30 million and $125 million. For those ma-
jority-owned affiliates not required to file a long form,
BEA estimated the items that are only on the long
form, so that the published results could be presented
in the same detail for all majority-owned affiliates. The
short form was also filed by all minority-owned non-
bank affiliates (that is, by affiliates that were owned 50
percent or less by foreign direct investors) with assets,
sales, or net income of more than $40 million; because
the estimates of items that are only on the long form
are not prepared for these affiliates, the published re-
sults for all affiliates cover only the items that are on
the short form.

Beginning with the presentation of preliminary re-
sults from the 2007 benchmark survey, most of the
tabulations of affiliate financial and operating data
cover bank as well nonbank affiliates. In future presen-
tations of annual data on U.S. affiliate operations, for
2008 forward, the data for bank and nonbank affiliates
will be combined in all tabulations. In addition, be-
cause of increases in the thresholds for reporting on
survey forms—both in the 2007 benchmark survey
and in the follow-on annual surveys for 2008 for-
ward—the level of detail in standard presentations by
industry and by investing country has been reduced to
ensure that the published statistics continue to meet
standards for statistical quality.

The preliminary results from the benchmark survey
include estimates of data for reports that could not be
fully processed in time for publication. The final re-
sults will incorporate data from the reports received
and processed after publication of these preliminary
results. Revisions are expected to be small, but they
could be sizable for some countries, industries, states,
or items.

Because of time and resource constraints, this re-
port—Ilike the preliminary data reports for earlier
benchmark surveys—covers only data on the overall fi-
nancial structure and operations of U.S. affiliates. Data
collected in the benchmark survey on transactions and
positions between U.S. affiliates and their foreign par-
ents are not included. The final results will be consid-
erably more detailed than the data in this report and
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will include data on transactions and positions be-
tween affiliates and parents as well as data on the affili-
ates’ overall operations.

Relation to previous publications

The data for 2007 in this report update statistics for
1977-2006 contained in other BEA reports. For similar
items, the benchmark survey data for all (bank and
nonbank) affiliates in this report are comparable to the
statistics for nonbank affiliates in the reports for earlier
years. Table 1 provides cross-references between the ta-
bles for all affiliates in this report and the correspond-
ing tables for nonbank affiliates in the benchmark
survey report for 2002 and in the annual reports for
2003-2006. As shown, several tables for nonbank affil-
iates in the reports for 2002—-2006 do not have counter-
parts for all affiliates in this report, in many cases
because they present data items that were not collected
on the bank form.* In addition, some of the tables for
all affiliates in this report have counterparts for non-
bank affiliates in the 2002 benchmark survey report
but not in the annual survey reports for 2003—-2006,
because they cover items that are not collected in non-
benchmark survey years.’

In the data reports for 2008 forward, there will be
no basis for distinguishing bank and nonbank affili-
ates, as they will report on the same survey forms. For
transition purposes, this report includes, in Part III, se-
lected tables for nonbank affiliates. Cross-references
between these tables and their counterparts in the re-
ports for 2002—2006 are presented in Table 2.

Detailed statistics of U.S. affiliate operations for
1977-2007 are available on BEA’s Web site; for infor-
mation on these statistics and how to access them, see
www.bea.gov/international/index.htm.

Questions concerning the analysis of this report’s
estimates can be directed to Thomas Anderson,
202-606-9879 (Thomas.Anderson@bea.gov). Ques-
tions concerning the data presented in this report can
be directed to Christopher Stein, 202-606-9850
(Christopher.Stein@bea.gov), or write the Direct In-
vestment Division, BE-50, Bureau of Economic Analy-
sis, U.S. Department of Commerce, Washington, D.C.
20230.

4. For the 2007 final benchmark survey report, many of these items will
be estimated for bank affiliates using information from their reports on the
2008 annual survey.

5. These tables are shown for all affiliates in this report because they
present data items (such as trade in goods by country of destination or ori-
gin or research and development by source of funding) that can be assumed
to be zero for bank affiliates.



Table 1. Comparison of Tables for All (Bank and Nonbank) Affiliates in This Report
With Those for Nonbank Affiliates in the 2002 Benchmark Survey Report and in the Reports for 2003-2006—Continues

Table for all (bank plus nonbank) affiliates

Comparable table for nonbank affiliates

Comparable table for nonbank affiliates

in 2007 preliminary benchmark survey report in 2002 benchmark survey report in 2003-2006 reports
Part I: All Affiliates
Group A. Selected Data
|A1-1A5 ILA1-ILA5 ILA1-ILA5
A7 A7 ILA7
LA10 ILA10 ILA10
Group B. Balance Sheet
1B5 .B5 I.B5
Group D. Gross Property, Plant, and Equipment
1.D3 D3 D3
1.D 11 I1.D 11 (Part) I1.D 11 (Part)
Group E. Income Statement
ILE3 ILE3 ILE3
Group G. Employment and Compensation of Employees
1.G3 .G3 .G3
1.G 19 11.G 19 (Part) 1.G 19 (Part)
Part II: Majority-Owned Affiliates
Group A. Selected Data
ILA1-1LA 8 ILA1-IILA 8 NLA1-1ILA 8
LA 10 LA 10 IILA 10
Group B. Balance Sheet
na. .B 1-I.B 4 LB 1-11.B 4
1.B5-1.B 6 I1.B 5-11L.B 6 I.B5-l.B 6
na. B 7-.B9 na.
Group C. Composition of External Financial Position
na. N.c1 lI.C 1
na. 1II.C 2-11.C8 na.
Group D. Gross Property, Plant, and Equipment
na. Il.D 11D 2 I.D1-lI.D 2
I.D3 l.D3 D3
na. IIl.D 4-1l.D 5 na.
na. .0 6-I.D7 I.D6-1l.D 7
na. N.D 8 na.

1.D 9-I1.D 13 1I.D 9-Il.D 13 II.D 9-1Il.D 13
na. 1Il.D 14-111.D 16 na.
1.D17-1.D 19 1Il.D 17-11L.D 19 1Il.D 17-1.D 19

na. 1II.D 20-111.D 21 1I1.D 20-111.D 21
1.D 22 1Il.D 22 1l.D 22
na. 1.0 23 I1.D 23
na. 11I.D 24-111.D 25 na.
Group E. Income Statement
na. IILE 1-IILE 2 ILE1-NLE 2
ILE3-ILE 4 IIL.E 3-ILE 4 IILE 3-IILE 4
na. LE5-IILE 6 n.a.
ILE7-ILE8 NLE7-IILE 8 LE7-ILE 8
na. LE9 na.
ILE 10-IL.E 15 IILE 10-IILE 15 IILE 10-IIL.E 15
Group F. Value Added
ILF1-ILF 3 IILF 1-lILF 3 IILF 1-1ILF 3
na. lILF 4 na.
ILF5-ILF 6 IILF 5-IL.F 6 IIL.F 5-IIL.F 6
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Table 1. Comparison of Tables for All (Bank and Nonbank) Affiliates in This Report
With Those for Nonbank Affiliates in the 2002 Benchmark Survey Report and in the Reports for 2003-2006—Table Ends

Table for all (bank plus nonbank) affiliates

Comparable table for nonbank affiliates

Comparable table for nonbank affiliates

in 2007 preliminary benchmark survey report in 2002 benchmark survey report in 2003-2006 reports
Part II: Majority-Owned Affiliates
Group G. Employment and Comy tion of Employ
.G 1-1.G 4 .G 1-1IL.G 4 .G 1-1.G 4
na. .G5 na.
.G 6-1.G 8 .G 6-11.G 8 11.G 6-11L.G 8
na. N.G9 na.
.G 10-I1.G 11 I1.G 10-11.G 11 11.G 10-11l.G 11
na. .G 12 na.
.G 13 .G 13 .G 13
na. .G 14 na.
.G 15-Il.G 16 .G 15-1IL.G 16 III.G 15-1IL.G 16
na. .G 17 .G 17
.G 18 .G 18 .G 18
Group H. U.S. Trade in Goods
ILH1-lIH 4 IILH 1-1I1LH 4 LH1-1ILH 4
na. H5 na.
ILH6-ILH 7 NH6-IIH7 IL.H6-Il.H 7
na. IlIl.H 8-lIl.H 21 na.
IL.H 9-1ILH 11 H-9-H-11 na.
I.H22-11.H 24 1Il.H 22-11L.H 24 na.
na. 1IIl.H 25-11.H 28 na.
I1.H 29-1.H 30 11I.H 29-111.H 30 na.
na. 1II.H 31-11.H 34 na.
I1.H 35-1.H 36 11I.H 35-11.H 36 na.
ILH 37 IIL.H 37 IIl.H 37
Group |. Interest, Dividends, Taxes Other Than Income Taxes, and Research and Development Expenditures
1111112 IR EIINP L1112
na. 113 na.
I 4-1115 NI 4111 5 na.
.16 ln.re ln.re

Table 2. Comparison of Tables for Majority-Owned Nonbank Affiliates in This Report
With Those in the 2002 Benchmark Survey Report and in the Reports for 2003-2006

Table in 2007 preliminary benchmark survey report

Comparable table in 2002 benchmark survey report *

Comparable table in 2003-2006 reports '

Group A. Selected Data

IL.A1 LA 1I.AA
A3 A3 A3
A5 A5 A5
IILA 10 IILA10 IILA 10
Group D. Gross Property, Plant, and Equipment
D 11 ‘ o 11 I 11
Group G. Employment and Comy tion of Employ
.G 19 ‘ 1I1.G 8 (Part), Ill.G 13 (Part) IL.G 8 (Part), IIl.G 13 (Part)

n.a. Not available

1. List excludes Part Il tables that do not have counterparts in the 2007 preliminary benchmark survey report.
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