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U.S. Affiliates of Foreign Companies

Operations in 2005

By Thomas Anderson

CCORDING to preliminary results from the Bu-

reau of Economic Analysis’ most recent annual
survey of foreign direct investment in the United
States, growth in the current-dollar value added of ma-
jority-owned nonbank U.S. affiliates of foreign compa-
nies slowed slightly in 2005. As in 2004, the growth in
affiliate value added mainly reflected the expansion of
existing operations. Some increases in value added
stemmed from new investments, but they were largely
offset by decreases due to selloffs and reorganizations
of affiliates. In contrast to the growth in affiliate value
added, employment by affiliates fell in 2005 for the
fifth consecutive year, largely as a result of selloffs of
U.S. companies by foreign investors.

In 2005, the current-dollar value added of majority-
owned nonbank affiliates (“U.S. affiliates”) increased
5.6 percent, to $540 billion, following a 7.7-percent in-
crease in 2004 and a 3.1-percent increase in 2003 (table
1).! In comparison, total U.S. current-dollar value
added in nonbank private industries increased 7 per-
cent, following increases of 7 percent in 2004 and 5
percent in 2003. As a result of the slower growth by af-
filiates in 2005, their share of value added in private in-
dustries declined from 5.7 percent in 2004 to 5.6
percent in 2005, falling farther from a peak share of 5.9
percent reached in 2000 (chart 1).

The growth in value added by affiliates can be at-
tributed largely to growth in existing U.S. affiliates
rather than to new foreign direct investments, which
remained well below the levels reached in 1998-2000.2

1. This article focuses on the operations of nonbank U.S. affiliates that are
majority-owned by foreign direct investors. The Bureau of Economic Anal-
ysis also collects annual data on the operations of nonbank U.S. affiliates
that are owned 50 percent or less by foreign direct investors; however,
beginning with the 2002 benchmark survey, the data for these affiliates are
less extensive than those for majority-owned affiliates. (Data on the opera-
tions of bank affiliates are collected only in benchmark survey years.)
Selected data on the operations of all (majority-owned and minority-
owned) nonbank U.S. affiliates are presented in tables that can be accessed
on BEA's Web site at <www.bea.gov/international/dilfdiop.htm>. In 2005,
majority-owned nonbank U.S. affiliates accounted for 92 percent of the
employment of all nonbank U.S. affiliates.

2. According to data from BEA’s survey of new foreign investments, out-
lays by foreign direct investors to acquire or establish businesses in the
United States, which exceeded $200 billion in each of the years 1998-2000,
totaled $91 billion in 2005, up from $86 billion in 2004. The outlays for new
investment had peaked at $336 billion in 2000 before falling to $147 billion
in 2001 and $55 billion in 2002; see Laurence R. McNeil, “Foreign Direct
Investment in the United States: New Investment in 2006”, Survey or Cur-
RENT BUsINEss 86 (June 2007): 44-51.

The growth in value added at existing affiliates was
particularly strong in pharmaceutical and food manu-
facturing and in mining, especially oil and gas extrac-
tion.

Employment by majority-owned affiliates declined
slightly in 2005, falling 0.9 percent after falling each
year from 2001 to 2004. Total U.S employment in pri-
vate industries rose 1.8 percent in 2005, the largest

Table 1. Value Added and Employment of Majority-Owned Nonbank
U.S. Affiliates of Foreign Companies, 1988-2005

Value added Employment

As a percentage As a percentage

Millions of U.S. private Thousands of U.S. private
of dollars industry of workers industry
value added employment
146,424 38 3,119.0 35
168,547 4.0 3,573.4 39
190,477 43 3,841.7 42
207,126 4.6 3,991.3 44
214,781 45 3,903.9 43
223,008 44 3,851.7 4.1
244,690 45 3,954.0 4.1
254,938 45 4,022.6 40
283,422 47 4,155.6 4.1
313,655 49 4,269.1 4.1
353,860 5.2 4,669.5 43
397,295 5.6 5,064.3 46
447,287 5.9 5,656.5 5.0
417,122 5.4 5,594.3 49
460,609 5.8 54254 49
475,062 57 5.244.4 47
511,474 5.7 51315 45
539,869 5.6 5,085.7 44

Percent change from preceding year

p Preliminary

r Revised

Nores. For improved comparability with U.S.-affiliate value added, U.S. private industry value added was
adjusted to exclude value added in depository institutions and private households, imputed rental income from
owner-occupied housing, and business transfer payments.

For the latest estimates of U.S. private industry value added, see Thomas F. Howells Il and Kevin B. Bare-
foot, “Annual Industry Accounts: Advanced Estimates for 2006,” Survey oF Current Business 87 (May 2007):
12-25.

For improved comparability with U.S -affiliate employment, U.S. private industry employment was adjusted to
exclude employment in depository institutions and private households. For consistency with the coverage of the
data on U.S. private industry employment, U.S.-affiliate employment in Puerto Rico, in “other U.S. areas,” and in
“foreign” was excluded from the U.S.-affiliate total when the employment shares were computed.
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Chart 1. Majority-Owned Nonbank U.S.-Affiliate Share high of 5.0 percent in 2000.” The decline in U.S. affili-
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increase since 2000. As a result, the share of total U.S.
private industry employment accounted for by affili-
ates of foreign companies decreased from 4.5 percent
to 4.4 percent in 2005, continuing a downtrend from a

ate employment partly reflected selloffs of U.S. compa-
nies by foreign investors, including partial selloffs of
subsidiaries or operating units of U.S. affiliates. The
downtrend in the share of private industry employ-
ment accounted for by affiliates is partly explained by
the concentration of affiliates in industries that have
not experienced domestic job growth in recent years,
such as manufacturing.

The following are additional highlights of the oper-
ations of U.S. affiliates in 2005:

e By country of ownership, the United Kingdom con-
tinued to be the largest investing country in terms
of value added, followed by Germany and Japan.

e By industrial sector, affiliates’ shares of U.S. employ-
ment were highest in mining and manufacturing.

o By state, the affiliate share of employment was high-
est in Delaware, followed by South Carolina and

3. Because U.S. affiliates tend to be concentrated in industrial sectors with
relatively high value added per employee (such as manufacturing, mining,
and wholesale trade), their share of U.S. employment has consistently been
lower than their share of U.S. value added.

The following key terms are used to describe U.S. affili-
ates of foreign companies and their operations.

U.S. affiliate. A U.S. business enterprise in which there
is foreign direct investment—that is, in which a single
foreign person owns or controls, directly or indirectly, 10
percent or more of the voting securities of an incorpo-
rated U.S. business enterprise or an equivalent interest in
an unincorporated U.S. business enterprise. Person is
broadly defined to include any individual, corporation,
branch, partnership, associated group, association, estate,
trust, or other organization and any government (includ-
ing any corporation, institution, or other entity or instru-
mentality of a government). A “foreign person” is any
person that resides outside the United States—that is,
outside the 50 States, the District of Columbia, the Com-
monwealth of Puerto Rico, and all U.S. territories and
possessions.

Majority-owned U.S. affiliate. A U.S. affiliate that is
owned more than 50 percent by foreign direct inves-
tors.

Foreign parent. The first person outside the United
States in a U.S. affiliate’s ownership chain that has a direct
investment interest in the affiliate.

Ultimate beneficial owner (UBQO). That person, pro-
ceeding up a U.S. affiliate's ownership chain, beginning
with and including the foreign parent, that is not owned
more than 50 percent by another person. Unlike the for-
eign parent, the UBO of an affiliate may be located in the
United States. The UBO of each U.S. affiliate is identified

Key Terms

to ascertain the person that ultimately owns or controls
the U.S. affiliate and that therefore ultimately derives the
benefits from ownership or control.

Foreign parent group. Consists of (1) the foreign par-
ent, (2) any foreign person, proceeding up the foreign
parent’s ownership chain, that owns more than 50 per-
cent of the person below it, up to and including the UBO,
and (3) any foreign person, proceeding down the owner-
ship chain(s) of each of these members, that is owned
more than 50 percent by the person above it.

Value added. The contribution to U.S. gross domestic
product, which is the market value of the goods and ser-
vices produced by labor and property located in the
United States. Value added can be measured as gross out-
put (sales or receipts and other operating income plus
inventory change) minus intermediate inputs (purchased
goods and services). Alternatively, it can be measured as
the sum of the costs incurred (except for intermediate
inputs) and the profits earned in production. The value-
added estimates for U.S. affiliates were prepared by sum-
ming cost and profit data collected in the annual and
benchmark surveys of foreign direct investment in the
United States. The estimates are measures of gross value
added rather than measures of net value added because
they are calculated without the deduction for the con-
sumption of fixed capital used in production.

The estimates of value added of U.S. affiliates are con-
ceptually consistent with BEA’s estimates of U.S. value
added by industry.




196

Connecticut; in previous years, the share had been

highest in South Carolina.

o Affiliates continued to account for a large share of
both U.S. imports and U.S. exports of goods; U.S.
affiliates accounted for nearly 20 percent of exports
and about 25 percent of imports.

e Research and development (R&D) spending by U.S.
affiliates totaled $31.7 billion in 2005, slightly more
than in 2004.

This article examines changes in value added, em-
ployment, and trade in goods of U.S. affiliates of for-
eign companies in 2005. In light of heightened interest
in U.S. R&D activity, the article also examines the R&D
activity of U.S. affiliates. For each of these measures,
changes are examined both in the aggregate and for
each major investing country. For value added,
changes are also examined by industry of affiliate and
industry of the foreign owner. For employment,
changes are examined by industry and by state. Several
additional measures of U.S.-affiliate operations are
presented in tables at the end of this article.

Value Added

In 2005, the current-dollar value added of majority-
owned nonbank U.S. affiliates increased 6 percent,
from $511 billion to $540 billion. In comparison, total
U.S. current-dollar value added by nonbank private in-
dustries increased 7 percent. The share of value added
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of private industries that was accounted for by U.S. af-
filiates decreased slightly, from 5.7 percent to 5.6 per-
cent.*

By country of ownership

In 2005, seven major investing countries—Canada,
France, Germany, Japan, the Netherlands, Switzerland,
and the United Kingdom—accounted for more than
three-fourths of the value added of majority-owned
nonbank affiliates (table 2 and chart 2). In 2005, as in
every year since at least 1977 (the initial year covered
by BEA’s annual survey of operations of U.S. affiliates),
affiliates with ultimate beneficial owners (UBOs) in
the United Kingdom accounted for the largest share of
affiliate value added. British-owned affiliates ac-
counted for 20 percent of affiliate value added and for
1 percent of total U.S. value added in private indus-
tries. Japanese- and German-owned affiliates had the
second and third largest shares of affiliate value added.

For each of the seven largest investing countries,
value added by affiliates rose in 2005. In percentage

4. The rate of change in U.S. value added in private industries serves as a
convenient benchmark against which the increase in U.S.-affiliate value
added can be evaluated. However, the two growth rates are not strictly com-
parable, because the growth rate of U.S.-affiliate value added partly reflects
changes in ownership that do not represent changes in production for the
whole economy. Similarly, changes in U.S.-affiliate employment, exports,
imports, and R&D partly reflect changes in ownership. Thus, they are not
strictly comparable with the corresponding changes for the whole economy.

Table 2. Value Added of Majority-Owned Nonbank U.S. Affiliates by Country of Ultimate Beneficial Owner, 2000-2005

Millions of dollars Percentage of all-countries total Addendum:
Percent
change in
affiliate
2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005 | \aive added,
2005
All countries 447,287 | 417,122| 460,609 475,062 | 511,474 | 539,869 100.0 100.0 100.0 100.0 100.0 100.0 5.6
Canada.. 36,928 31,702 35496| 35486 40,231 43,063 8.3 7.6 7.7 75 79 8.0 7.0
Europe... 299,251 | 270,144 | 299,965| 313,054 | 332,450 350,615 66.9 64.8 65.1 65.9 65.0 64.9 5.5
Belgium ........ccovveneereenns 5,526 5,925 6,997 6,927 8,080 6,922 1.2 1.4 15 1.5 1.6 13 -14.3
Denmark 1,282 1,188 2,738 3,019 3,117 3,366 0.3 0.3 0.6 0.6 0.6 0.6 8.0
Finland 3,218 (D) 3,877 3,709 3,731 3,920 0.7 (D) 0.8 0.8 0.7 0.7 5.1
France 38,763 | 35444 40,947| 41,186| 44,026| 48,465 87 85 8.9 8.7 8.6 9.0 10.1
Germany 51,5624| 46,882| 59,434| 63242| 64977| 66,479 11.5 11.2 12.9 13.3 127 12.3 23
Ireland (D) 3,109 3,291 3,226 3,525 3,821 (D) 0.7 0.7 07 0.7 0.7 8.4
Italy 4,765 4,665 5,824 5,380 6,354 7,202 1.1 1.1 1.3 1.1 1.2 1.3 134
Netherlands 43,745| 36,188| 39,102| 43,327 | 41,686| 43,729 9.8 87 85 9.1 8.2 8.1 49
Sweden 10,678 10,803| 11,972| 12,088 12,086 12,670 2.4 26 26 25 24 23 4.8
Switzerland 35225| 29,097| 30809| 31,217| 33,646| 36,732 7.9 7.0 6.7 6.6 6.6 6.8 9.2
United Kingdom 98,282 89,151| 90,124| 94,230 105,032 | 109,862 22.0 214 19.6 19.8 20.5 20.3 4.6
Other (D) (D) 4,850 5,501 6,189 7,446 (D) (D) 1.1 1.2 1.2 14 20.3
Latin America and Other Western Hemisphere................ 25,036 30,075 36,737 | 34,453 38,832| 40,812 5.6 7.2 8.0 73 76 76 5.1
Bermuda............... 11,697 | 14,949| 21,745| 18541| 21,449| 19,683 2.6 36 47 39 42 36 8.2
MEXICO ...ovvvvvvvrrriverrriiieeenriens 2,746 2,660 3,299 2,964 3,195 4,532 0.6 0.6 0.7 0.6 0.6 0.8 418
United Kingdom Islands, Caribbean...........cccocenvcenivneen. 1,658 2,022 1,995 2,487 2,230 3,151 0.4 0.5 0.4 0.5 0.4 0.6 413
VENEZUEIA .vvveeeeeeeeree e (D) (D) (D) (D) (D) (D) (D) (D) (D) (D) (D) (D) na.
OtEY e (D) D) (D) D) D) (D) D) (D) D) (D) (D) (D) na.
Africa 1,051 (D) 981 916 1,135 1,048 0.2 (D) 0.2 0.2 0.2 0.2 -76
Middle East 2,402 8,308 7,439 8,391 9,511 10,414 0.5 2.0 1.6 1.8 1.9 1.9 9.5
Saudi Arabia 328 6,307 5,105 5,615 6,415 6,771 0.1 1.5 1.1 1.2 1.3 1.3 5.6
OINT et 2,074 2,000 2,334 2,776 3,096 3,642 0.5 0.5 0.5 0.6 0.6 0.7 17.6
Asia and Pacific 77,594| 69,960 | 74,947| 77,155| 82,082 85,985 17.3 16.8 16.3 16.2 16.0 15.9 4.8
Australia 6,109 6,224 6,565 8,121 9,315 7,326 14 1.5 14 1.7 1.8 14 214
JAPAN. e 63,622 57,735 61,099 62,168| 65032 70,337 14.2 13.8 13.3 13.1 12.7 13.0 8.2
Korea, Republic of 2,372 1,303 2,094 1,993 2,342 1,969 0.5 0.3 0.5 0.4 0.5 0.4 -15.9
Other .. 5,491 4,698 5,188 4,873 5,394 6,354 1.2 1.1 1.1 1.0 1.1 1.2 17.8
United States . 5,024 (D) 5,044 5,608 7,233 7,932 1.1 (D) 1.1 1.2 1.4 1.5 9.7

D Suppressed to avoid disclosure of data of individual companies.
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Chart 2. Investing-Country Shares of Value
Added of U.S. Affiliates, 2005

Percent
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terms, the increase was greatest for French-owned af-
filiates, followed by Swiss-, Japanese-, and Canadian-
owned affiliates. The value added of French-owned af-
filiates rose 10 percent; much of the increase was ac-
counted for by affiliates in finance and insurance and
by affiliates in manufacturing. The value added of
Swiss-owned affiliates increased 9 percent, largely as a
result of expanded production by affiliates in pharma-
ceuticals and food manufacturing. The value added of
Japanese-owned affiliates increased 8 percent, reflect-
ing expanded operations by affiliates in manufacturing
and wholesale trade, including several affiliates in-
volved in the manufacture and sale of motor vehicles.
The value added of Canadian-owned affiliates rose 7
percent, partly because of increases in output among
manufacturing, information, and mining affiliates.

For Netherlands-, British-, and German-owned af-
filiates, the increases in value added in 2005 were rela-
tively modest. The value added of British-owned

Data Availability

This article summarizes the preliminary estimates
from the 2005 annual survey of foreign direct invest-
ment in the United States. More detailed estimates will
be posted this fall in files that can be downloaded at
no charge from BEAs Web site at <www.bea.gov>.
Revised estimates will be released next year.

Detailed estimates of U.S. affiliate operations for
1977-2004 are also available on BEA’s Web site.

For more information on these products and how
to order them, see the International Investment
Division Product Guide at <www.bea.gov/scb/
account_articles/international/iidguide.htm>.
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affiliates grew 5 percent, as growth in existing affiliates
and the entry of new manufacturing affiliates were
partly offset by the selloff of several affiliates and the
transfer of ownership of affiliates to other countries of
UBO. Among Netherlands-owned affiliates, value
added rose 5 percent, reflecting selloffs of affiliates,
which offset growth in existing affiliates. The value
added of German-owned affiliates increased only 2
percent, as growth in manufacturing affiliates was
nearly offset by a decline in value added by affiliates in
finance.

Among other investing countries, the value added
of Mexican-owned affiliates increased 42 percent in
2005, reflecting both acquisitions and expanded pro-
duction by existing affiliates. The value added of affili-
ates with UBOs in the “United Kingdom Islands,
Caribbean” increased 41 percent, mainly because of
expanded operations by affiliates in the insurance and
mining industries. In contrast, the value added of ma-
jority-owned affiliates with UBOs in Australia dropped
21 percent, as increases associated with new foreign in-
vestment and expanded affiliate production were more
than offset by decreases associated with selloffs and
company reorganizations that reduced foreign owner-
ship shares to less than 50 percent.

By industry of UBO

In 2005, affiliates of UBOs in manufacturing ac-
counted for slightly more than half of all U.S.-affiliate
value added (table 3). Affiliates of UBOs in nonmanu-
facturing industries accounted for a further one-third
of the total affiliate value added. Affiliates of UBOs that
were individuals, estates, or trusts accounted for 9 per-
cent of affiliate value added, and affiliates of UBOs that

Table 3. Value Added of Majority-Owned Nonbank U.S. Affiliates by
Industry of Ultimate Beneficial Owner, 2002-2005

- Percentage of
Millions o dollars all-industries total
2002 | 2003 | 2004 | 2005 | 2002 | 2003 | 2004 | 2005
All industries..... 460,609|475,062|511,474|539,869| 100.0 | 100.0 | 100.0 | 100.0
Government and government-related entities | 13,626/ 15,755 17,356| 17,554| 3.0/ 33| 34| 33
Government and government-owned
enterprise: 13,635 15,710/ 17,303 17,371| 3.0| 33| 34| 32
Pension funds—government run .............. -9 44 53 184 (%) () () *)
Individuals, estates, and trusts ..................... 39,619| 42,400| 45,173| 49,423 86| 89| 88| 92
Mining 16,121| 19,597| 22,467| 23,051| 35| 41| 44| 43
Manufacturing..... 252,240|248,078|260,507|273,946| 54.8| 52.2| 50.9| 50.7
Wholesale and retail trade 31,483| 32,433| 35418| 35903| 68| 68| 69| 6.7
Information 19,144| 19,548| 22,282| 18,886| 42| 41| 44| 35
Depository institutions and bank holdin
companies 8,631 6,788/ 9,259 10,189 19| 14| 18| 19
Finance (except depository institutions) and
insurance 8,712| 18,489| 18,718| 22,076 19| 39| 37| 41
Professional, scientific, and technical
services 13,076| 13,726/ 16,170| 18,375 28| 29| 32| 34
Other 44,331| 42,494| 64,124 70,466| 96| 89| 125| 13.1

* Non-zero values between -0.05 and 0.05.
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were foreign governments or government-related enti-
ties accounted for 3 percent.

By industry of affiliate

The distribution of value added by industry of affiliate
did not change substantially in 2005 (table 4). Manu-
facturing continued to account for the largest share, 45
percent, up slightly from the previous year, though
down from the late 1990s when manufacturing ac-
counted for more than half of affiliate value added.
The wholesale trade industry, which includes several
affiliates that also have substantial secondary opera-
tions in manufacturing, accounted for 18 percent of af-
filiate value added.”

Value added by affiliates in manufacturing grew 7
percent in 2005, slightly faster than growth in value
added of all affiliates. Within manufacturing, growth
in value added was substantial in several subsec-
tors—notably primary metals (23 percent), fabricated
metal products (16 percent), and food manufacturing
(16 percent). In primary metals, the growth was pri-
marily due to the entry of new affiliates. In food manu-
facturing, the increase was primarily due to increased
output of existing affiliates, and in fabricated metals, it
was due to both increased output of existing affiliates
and the entry of new affiliates. In contrast, value added

5. Each U.S. affiliate is classified in the industry that accounts for the larg-
est portion of its sales; however, many large affiliates are involved in a vari-
ety of business activities. Changes in the mix of these activities may result in
changes in an affiliate’s industry classification.
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by affiliates in petroleum and coal products, which had
increased sharply in 2004, grew relatively slowly, at 3
percent. Value added in machinery manufacturing de-
clined 4 percent, mainly because of the reclassification
of affiliates into other industries.

Outside of manufacturing, growth in value added
by affiliates in finance (except depository institu-
tions) and insurance was substantial, 11 percent. Most
of the increase was due to increases by existing affiliates
in life insurance. There was also considerable growth
in the residual category “other industries,” reflecting
growth by affiliates in mining (especially oil and gas
extraction); administration, support, and waste man-
agement; construction; and transportation and ware-
housing. Value added by affiliates in information fell 7
percent, mainly because of declines in sales by tele-
communications affiliates and reorganizations of other
information affiliates. Value added by affiliates in retail
trade fell 1 percent, as increases from acquisitions and
expansions in ongoing operations were more than off-
set by decreases from selloffs.

Employment
In 2005, employment by majority-owned nonbank
U.S. affiliates of foreign companies fell 1 percent, from
5,131,000 employees to 5,086,000 employees. The de-
cline—the fifth in 5 years—followed a decline of 2 per-
cent in 2004. Since peaking in 2000, employment by
affiliates has fallen 10 percent. In contrast, total U.S.
employment in nonbank private industries rose 2

Table 4. Value Added of Majority-Owned Nonbank U.S. Affiliates by Industry of Affiliate, 2000-2005

Millions of dollars Percentage of all industries total Addendum:
Percent
change in
affiliate
2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005 | e added,
2005
All industries 447,287 | 417,122 | 460,609 475,062 511,474| 539,869 100.0 100.0 100.0 100.0 100.0 100.0 5.6
Manufacturing............coocvevmmerviennrneiesesssieenne 215,684 | 200,506 | 229,245 220,637 | 226,992 | 242,355 48.2 48.1 49.8 46.4 444 44.9 6.8
Food 10,710 10,832| 14,303 9,268| 12,897 14,928 24 26 3.1 2.0 25 2.8 15.7
Beverages and tobacco product (D) (D) 5,678 7,142 6,287 7,061 (D) (D) 1.2 1.5 12 1.3 12.3
Petroleum and coal products (D) (D) (D)| 18,373| 21,397| 22,005 (D) (D) (D) 3.9 42 441 2.8
Chemicals 41,016| 39512| 45034| 47,307 45290 50,237 9.2 9.5 9.8 10.0 89 9.3 10.9
Plastics and rubber products 8,727 7,636 9,460 9,553 9,596 | 10,649 2.0 1.8 2.1 2.0 19 2.0 1.0
Nonmetallic mineral products.... 14,952 | 14,367| 15144 14913 16,351 17,656 33 34 33 3.1 32 33 8.0
Primary metals 8,299 8,254 5,590 4,029 9,584 | 11,785 1.9 2.0 1.2 0.8 1.9 2.2 23.0
Fabricated metal products..............c..eevvererenerrennenns 7,279 6,382 7,390 7,767 5,897 6,865 1.6 1.5 1.6 1.6 1.2 1.3 16.4
Machinery. 18,382 19,077 21,055 19,712| 21,744| 20,788 4.1 46 4.6 4.1 43 39 -4.4
Computers and electronic products ...............cccc....... 26,936| 21,004| 23,082 18,782 12,938 14,234 6.0 50 50 4.0 25 2.6 10.0
Electrical equipment, appliances, and components 16,359 | 12,536 4,481 5,235 5,150 5,692 37 3.0 1.0 1.1 1.0 1.1 10.5
Transportation eqUIPMENt.........c..vwwerrrmeerieererereeinns 30,358 | 29,048| 36,848| 34,800 35623| 36,746 6.8 7.0 8.0 7.3 7.0 6.8 32
Other (D) (D) (D)| 23,755| 24237 23,715 (D) (D) (D) 5.0 47 4.4 22
Wholesale trade................cccooooouurrriiinecns 81,413 81,462| 75657| 86,568 97,947 98,271 18.2 19.5 16.4 18.2 19.2 18.2 0.3
Petroleum and petroleum products (D) (D)| 27,138 30,290 33,305| 31,636 (D) (D) 5.9 6.4 6.5 5.9 -5.0
Other (D) (D)| 48519 56,278| 64,642| 66,635 (D) (D) 10.5 1.8 12.6 12.3 31
Retail trade 22,308| 24,800 26,486| 27,843 29,362| 28,953 5.0 5.9 58 5.9 5.7 5.4 -1.4
INFOrMALION ... 19,427 8247| 24297| 26,049 30326| 28,162 43 2.0 53 55 5.9 5.2 -7.1
Finance (except depository institutions) and insurance 34,730| 17,305 15216| 22,961| 25280| 28,137 7.8 41 33 48 49 52 11.3
Real estate and rental and €asing............ccoveeeveverenenne 9,323 9,502 9,647 9,928 | 12,192 12,998 2.1 2.3 2.1 2.1 24 24 6.6
Professional, scientific, and technical services ............. 8,553 14,923| 16,426| 16,694 19,075| 20,406 1.9 3.6 3.6 35 3.7 3.8 7.0
Other industries 55,848 60,377| 63634 64,383| 70,298 80,586 12.5 14.5 13.8 13.6 13.7 14.9 14.6

D Suppressed to avoid disclosure of data of individual companies.
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percent in 2005 and 1 percent from 2000 to 2005. As a
result, the share of private industry employment ac-
counted for by U.S. affiliates decreased from 4.5 per-
cent in 2004 to 4.4 percent in 2005, continuing a
downtrend from a peak share of 5.0 percent in 2000.
As in 2000-2004, the decline in recorded employment
by affiliates was due primarily to sales of U.S. compa-
nies by foreign investors to domestic firms.

By industry
In 2005, as has been the case for many years, the U.S.-
affiliate share of private industry employment at the

SURVEY OF CURRENT BUSINESS

199

sector level was highest in mining, at 15.8 percent
(table 5).¢ Other sectors where employment by U.S. af-
filiates accounted for substantial shares were manufac-
turing (11.8 percent), wholesale trade (7.4 percent),

6. The estimates of U.S.-affiliate employment shares are derived from data
on affiliate employment broken down by industry of sales, a basis that
approximates the establishment-based disaggregation of the corresponding
data for all U.S. businesses. See the box “Using Employment Data to Esti-
mate Affiliate Shares of the U.S. Economy by Industry.” Because employ-
ment by industry of sales more precisely reflects the industrial composition
of affiliate business activities than data by industry of affiliate, the industry
presentation in this section is more detailed than that presented in the sec-
tion on value added by industry of affiliate.

Table 5. Employment by Majority-Owned Nonbank U.S. Affiliates by Industry of Sales, 2000-2005

Thousands of employees Percentage of total U.S. employment in nonbank private industries '
2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005

All industries 2 5656.5| 55943 54254| 52444 51315 5,085.7 5.0 4.9 4.9 4.7 45 44
Agriculture, forestry, fishing, and hunting 12.7 121 10.3 8.9 87 8.7 0.9 0.8 0.7 0.6 06 0.6
Mining, excluding oil and gas extraction.. 54.4 60.4 79.8 62.2 61.7 68.9 13.8 14.6 20.6 16.2 15.3 15.8
Utilities 24.8 19.7 31.6 337 32.1 34.2 41 33 5.3 5.9 5.7 6.2
Construction 69.6 79.8 815 82.2 69.5 724 1.0 1.1 1.2 1.2 1.0 1.0
Manuf ing? 2,139.1| 1,956.7| 1,844.1| 1,769.4| 1,703.0| 1,712.9 122 1.7 11.9 12.0 1.7 11.8
Food and beverage and tobacco products.. M 135.9 156.8 140.3 130.8 (D) (D) 7.7 9.1 8.2 7.8
Textile mills and textile product mills.... 2 J 18.3 15.3 15.7 15.4 42 (D) 37 34 3.8 4.0
Apparel and leather and allied products.. J J 7.0 5.5 54 57 (D) (D) 1.7 15 1.6 1.8
Wood products 19.7 19.9 17.9 12.0 13.1 9.2 3.1 34 3.1 2.2 23 1.6
Paper K K 417 46.0 46.0 438 (D) (D) 7.7 8.9 9.3 9.0
Printing and related support activities.. L 53.8 50.6 54.4 45.0 422 (D) 6.9 7.0 7.8 6.6 6.4
Petroleum and coal products * 25.2 22.8 21.7 37.2 335 32.3 10.1 9.3 9.0 15.7 14.3 13.5
Chemicals 261.2 247.7 264.9 254.1 249.2 224.3 26.5 258 286 28.0 28.1 25.6
Plastics and rubber products 132.9 126.1 1216 118.4 111.6 115.5 13.9 14.1 14.3 14.5 13.8 14.4
Nonmetallic mineral products....................ccccoummrrrrvvveeeenes 125.6 122.4 17.2 119.7 17.4 121.8 223 224 225 239 234 24.0
Primary metals 85.2 784 61.8 56.0 63.5 76.0 13.7 13.7 12.2 1.8 13.6 16.3
Fabricated metal products 108.7 1125 103.4 90.0 85.3 87.5 6.1 6.7 6.7 6.1 57 57
Machinery 204.4 184.1 172.0 161.1 149.0 1435 13.9 134 14.0 14.0 13.0 12.3
Computers and electronic products 286.9 240.6 198.1 154.1 148.9 162.7 15.8 137 132 114 1.3 124
Electrical equipment, appliances, and components 118.2 103.7 101.0 83.6 81.0 90.1 19.9 187 20.3 18.2 18.2 20.7
Motor vehicles, bodies and trailers, and parts. 322.8 275.9 268.5 2777 2732 278.1 245 22.8 23.3 24.9 24.5 253
Other transportation equipment... 46.1 481 472 45.0 482 52.9 6.2 6.7 7.0 6.9 74 79
Furniture and related products 15.1 15.1 115 11.2 1.3 13.3 22 23 1.9 1.9 2.0 23
Miscellaneous manufacturing. 80.7 80.3 83.9 7.4 65.5 67.9 10.5 10.9 11.8 10.4 97 10.1
Wholesale trade .............c.ooeervivinnsrreinniinsiiiiinnnnns 407.0 440.3 438.6 4111 430.0 430.0 6.9 76 7.7 72 75 74
Retail trade 641.8 643.1 605.4 576.1 597.2 526.8 4.1 441 3.9 37 38 33
Transportation and warehousing 2137 228.7 2473 199.3 193.2 208.9 48 52 58 47 45 48
Information 212.6 196.1 206.4 215.0 196.3 187.4 5.8 54 6.1 6.7 6.3 6.1
Finance (except depository institutions) and insurance 264.8 274.0 230.7 227.0 185.2 189.8 6.4 6.6 5.6 54 44 44
Finance, except depository institutions M 142.6 100.9 109.4 85.7 88.9 (D) 77 5.4 57 44 44
Insurance carriers and related activites.. M 131.4 129.8 117.6 99.5 100.9 (D) 58 57 5.1 43 44
Real estate and rental and leasing 43.2 42.9 38.8 37.6 48.3 46.1 21 2.0 1.8 1.8 22 2.1
Professional, scientific, and technical services 199.0 225.4 215.7 2337 2479 255.5 2.6 3.1 3.0 3.3 34 34
Management of nonbank companies and enterprises 2.0 22 3.1 3.0 2.2 17 0.1 0.1 0.2 0.2 0.1 0.1
Administration, support, and waste management 590.0 546.7 547.9 508.8 4747 486.1 73 7.0 72 6.8 6.1 6.0
Educational services | 76 5.0 5.9 6.9 5.9 (D) 0.3 0.2 0.2 0.2 0.2
Health care and social assistance... L L 1035 776 794 725 (D) (D) 0.7 0.5 0.5 05
Arts, entertainment, and recreation. 36.2 36.0 33.6 33.9 33.0 22.5 2.0 1.9 1.8 1.8 17 11
Accommodation and food services . M 324. 8 326.1 333.3 317.9 309.6 (D) 32 32 32 2.9 28
Other services, except government. K 27.8 53.9 69.3 76.4 (D) (D) 0.4 0.8 1.0 1.1
Auxiliaries 289.3 326.6 313.6 331.4 3287 342.0 na. na. na. na. na. na.
UNSPECIFIEA ® s 40.9 283 34.6 404 46.5 27.4 na. na. na. na. na. na.

D Suppressed to avoid disclosure of data of individual companies.

n.a. Not applicable

1. The data on U.S. employment in private industries that were used in calculating these percentages are
classified by industry of establishment. They are from table 6.4D of the “National Income and Product Accounts
(NIPA) Tables.” The total for U.S. employment in nonbank private industries is equal to employment in private
industries less the employment of depository institutions and private households. The U.S. private-industry
employment totals used to calculate the affiliate shares in “all industries” in this table differ from the U.S.
employment totals used to calculate affiliate shares in table 6; the latter are from BEA’s Regional Economic
Information System. The estimates in table 6, unlike those used for this table, include employment in depository
institutions. In addition, the estimates for table 6, unlike those used for this table, exclude U.S. residents tempo-
rarily employed abroad by U.S. businesses. They may also differ from NIPA estimates used for “all industries” in
this table because of different definitions and revision schedules.

2. For consistency with the coverage of the data on U.S. employment in private industries, U.S.-affiliate
employment in Puerto Rico, in “other U.S. areas” and in “foreign” was excluded from the U.S.-affiliate employ-
ment total when the percentage shares on this line were computed. Data needed to make this adjustment are
not available for individual industries.

3. Total affiliate manufacturing employment and the shares of all-U.S.-business manufacturing employment
accounted for by affiliates shown in this table differ from those shown in table 7. In this table, employment is
classified by industry of sales, and the total for manufacturing includes some nonmanufacturing employees (see
the box “Using Employment Data to Estimate Affiliate Shares of the U.S. Economy by Industry”), whereas in

table 7, affiliate manufacturing employment consists only of employees on the payrolls of manufacturing plants.
Data on the latter basis are not available for the industries within manufacturing shown in this table. In addition,
the total for manufacturing in this table includes oil and gas extraction, which is excluded from the total in table
7

4. For both U.S. affiliates and all U.S. businesses, includes oil and gas extraction. (See note below.)

5. This line includes all employment that U.S. affiliates did not specify in terms of industry of sales when they
filled out their survey forms. Affiliates that filed the long form (that is, affiliates with assets, sales, or net income
or loss greater than $100 million in 1999-2001 and greater than $125 million in 2002-2005) had to specify only
their 10 largest sales categories, and affiliates that filed the short form had to specify only their 4 largest sales
categories.

Nores. A significant portion of U.S -affiliate employment in petroleum and coal products is accounted for by
integrated petroleum companies that have, in addition to their manufacturing employees, substantial numbers
of employees in petroleum extraction; because these employees cannot be identified separately, they are
included in petroleum and coal products manufacturing. For consistency, employees of affiliates classified in the
“oil and gas extraction without refining” industry and employees of all U.S. businesses in oil and gas extraction
are also included in petroleum and coal products manufacturing rather than in mining.

The following ranges are given in employment cells that are suppressed: A—1 to 499; F—500 to 999;
G—1,000 to 2,499; H—2,500 to 4,999; I—5,000 to 9,999; J—10,000 to 24,999; K—25,000 to 49,999;
L—50,000 to 99,999; M—100,000 or more.
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and information (6.1 percent). Within manufacturing,
affiliates accounted for the largest shares of employ-
ment in chemicals (25.6 percent), motor vehicles, bod-
ies and trailers, and parts (25.3 percent), and
nonmetallic mineral products (24.0 percent).

The affiliate share of employment in manufacturing
edged up, rising from 11.7 percent in 2004 to 11.8 per-
cent in 2005, as affiliate employment in manufacturing
increased slightly in the face of a slight decrease in total
U.S. manufacturing employment. Within manufactur-
ing, the affiliate share of employment rose in several
industries, especially in primary metals, in electrical
equipment, appliances, and components, and in com-
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puters and electronic products. In primary metals, the
affiliate share rose from 13.6 percent to 16.3 percent as
a result of new acquisitions of U.S. companies by for-
eign direct investors. In electrical equipment, appli-
ances, and components, the affiliate share rose from
18.2 percent to 20.7 percent, partly because of acquisi-
tions made by existing U.S. affiliates. In computers and
electronic products, the affiliate share rose from 11.3
percent to 12.4 percent, mainly because of new foreign
investments.

The affiliate share of employment fell in several
manufacturing industries, including chemicals and pe-
troleum and coal products. In chemicals, the affiliate

BEA collects three broad sets of data on foreign direct
investment in the United States: (1) Financial and operat-
ing data of U.S. affiliates, (2) data on U.S. businesses
newly acquired or established by foreign direct investors
(new investment data), and (3) international transactions
(balance of payments) and direct investment position
data. This article presents the financial and operating
data. The new investment data were published in “For-
eign Direct Investment in the United States: New Invest-
ment in 2006” in the June 2007 issue of the Survey OF
Current Busivess. The international transactions and
direct investment position data were published in the
articles “The International Investment Position of the
United States at Yearend 2006,” “U.S. International
Transactions: First Quarter of 2007,” and “Direct Invest-
ment Positions for 2006: Country and Industry Detail,”
in the July 2007 SurvEy.

Each of the three data sets focuses on a distinct aspect
of foreign direct investment. The financial and operating
data provide a picture of the overall activities of the U.S.
affiliates; the new investment data provide information
about U.S. businesses that are newly acquired or estab-
lished by foreign direct investors, regardless of whether
the invested funds were raised in the United States or
abroad; and the international transactions and direct
investment position data cover foreign investors’ transac-
tions with, and positions in, both new and existing U.S.
affiliates.!

Financial and operating data of U.S. affiliates. The
data on the overall operations of U.S. affiliates are col-
lected in BEA’s annual and benchmark surveys of foreign
direct investment. Benchmark surveys are BEA’s most

1. For a more detailed discussion of the differences between these
three sets of data, see Alicia M. Quijano, “A Guide to BEA Statistics on
Foreign Direct Investment in the United States,” Survey 70 (February
1990): 29-37; <www.bea.gov/bea/mp_international.htm>.

For a comparison of the data on affiliate operations with the data on
new investment, see the appendix “Sources of Data” in Mahnaz Fahim-
Nader and William J. Zeile, “Foreign Direct Investment in the United
States: New Investment in 1994 and Affiliate Operations in 1993,” Sur-
VEY 75 (May 1995): 68-70; <www.bea.gov/scb/index.htm>.

Data on Foreign Direct Investment in the United States

comprehensive surveys of foreign direct investment in
terms of both coverage of companies and subject matter
and are conducted every 5 years. The data cover U.S. affil-
iates’ balance sheets and income statements, employment
and compensation of employees, trade in goods, research
and development expenditures, sources of finance, and
selected data by state. In addition, the value added of
affiliates is estimated from data reported in these surveys.

Except in benchmark survey years, these data, unlike
the new investment data, cover only nonbank affiliates.
The financial and operating data for affiliates are on a fis-
cal year basis. The data cover the entire operations of the
U.S. affiliate regardless of the percentage of foreign own-
ership.

New investment data. The data on outlays by foreign
direct investors to acquire or establish affiliates in the
United States are collected on a calendar year basis in
BEA’s annual survey of new foreign direct investment. In
addition, the surveys of new investment collect selected
data on the operations of the newly acquired or estab-
lished affiliates. For newly acquired affiliates, these data
are for (or as of the end of) the most recent fiscal year
preceding the acquisition, and for newly established busi-
nesses, they are projected for (or as of the end of) the first
year of operation. The data cover the entire operations of
the business irrespective of the percentage of foreign
ownership.

International transactions and direct investment
position data. These data are collected in the
quarterly surveys of foreign direct investment. The data
cover the U.S. affiliate's transactions and positions with
its foreign parent and with other members of its foreign
parent group, so these data focus on the foreign parent’s
share, or interest, in the affiliate rather than on the affili-
ate’s overall size or level of operations. The major items
included in the U.S. international transactions (balance
of payments) accounts are direct investment financial
flows, direct investment income, royalties and license
fees, and other services transactions with the foreign par-
ent group.
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share decreased to 25.6 percent, reflecting job cuts re-
lated to cost-cutting at several existing affiliates and
selloffs of affiliates. In petroleum and coal products,
the affiliate share decreased to 13.5 percent because of
selloffs of affiliates.

Outside manufacturing, the affiliate share of em-
ployment in mining rose from 15.3 percent to 15.8
percent, but it remained lower than the high of 20.6
percent reached in 2002. The rise in 2005 was prima-
rily due to increases in employment in existing affili-
ates, especially among affiliates involved in support
services for oil and gas exploration. The affiliate share
of employment also rose significantly in utilities, to 6.2
percent from 5.7 percent, mainly because of expan-
sions of existing affiliates. In retail trade, the share of
employment fell to 3.3 percent from 3.8 percent, as to-
tal employment by affiliates fell 70,000, largely because
of selloffs.

By state

In 2005, Delaware had the largest share of private in-
dustry employment accounted for by majority-owned
U.S. affiliates, 7.2 percent (table 6). Affiliate shares of
employment were also relatively high in South Caro-
lina (7.0 percent), Connecticut (6.9 percent), New Jer-
sey (6.2 percent), New Hampshire (6.1 percent), and
Hawaii (6.1 percent). In 2002-2004, South Carolina
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had the highest share of employment accounted for by
affiliates.

In Delaware, more than half of the employment by
U.S. affiliates was accounted for by European-owned
affiliates, most notably those owned by British inves-
tors. European-owned affiliates also accounted for the
largest shares of employment in South Carolina, Con-
necticut, New Jersey, and New Hampshire. In Hawaii,
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The data on employment are used to estimate affiliate
shares of the U.S. economy by industry on the basis of the
North American Industry Classification System (NAICS)
because these data can be disaggregated by industry of
sales, a basis that approximates the disaggregation of the
data for all U.S. businesses by industry of establishment.!
Thus, using the data on affiliate employment, the affiliate
shares of the U.S. economy can be calculated at a greater
level of industry detail than is possible using the value-
added estimates or other data, which can only be disag-
gregated on the basis of industry of affiliate.?

1. The data for all U.S. businesses used to compute the affiliate shares
of employment by NAICS industry are from the national income and
product accounts (see table 5, footnote 1).

2. Establishment-level data from a joint project of BEA and the Cen-
sus Bureau can be used to calculate affiliate shares at an even greater
level of detail. For affiliate shares based on establishment data for six-
digit manufacturing and five-digit nonmanufacturing NAICS indus-
tries for 2002, see Foreign Direct Investment in the United States: Estab-
lishment Data for 2002 at <www.bea.gov/scb/account_articles/
international/iidguide.htm#page15>. Similar data on a NAICS basis are
available for 1997 and data on a Standard Industrial Classification basis
are available for 1987 and 1992. Data only for manufacturing industries
are available for 1988-91. The data for foreign-owned establishments
are analyzed in Survey articles at <www.bea.gov/scb/account_articles/
international/iidguide.htm#pagel5>.

Using Employment Data to Estimate Affiliate Shares of the U.S. Economy by Industry

In the classification by industry of sales, the data on
affiliate employment and sales are distributed among all
of the industries in which the affiliate reports sales. As a
result, employment classified by industry of sales should
approximate that classified by industry of establishment
(or plant), because an affiliate that has an establishment
in an industry usually also has sales in that industry.

In contrast, in the classification by industry of affiliate,
all of the operations data (including the employment
data) for an affiliate are assigned to that affiliate’s “pri-
mary” industry—that is, the industry in which it has the
most sales.* As a result, any affiliate operations that take
place in secondary industries will be classified as opera-
tions in the primary industry.

3. However, this is not the case if one establishment of an affiliate pro-
vides all of its output to another establishment of that affiliate. For
example, if an affiliate operates both a metal mine and a metal-manu-
facturing plant and if the entire output of the mine is used by the man-
ufacturing plant, all of the affiliate’s sales would be in metal
manufacturing, and none, in metal mining. Thus, when the affiliate’s
employment is distributed by industry of sales, all of it would be classi-
fied in manufacturing, even though some of the employees work in an
establishment in mining.

4. An affiliate’s primary industry is based on a breakdown of the affil-
iate’s sales by BEA’s NAICS-based International Surveys Industry classi-
fication.
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Japanese-owned affiliates accounted for the largest
share of employment.

In 2005, the largest decrease in affiliate employment
was in Massachusetts, where employment fell 14,400,
or 8 percent, largely because of selloffs of U.S. affiliates.
Several southeastern states also had substantial de-
creases in affiliate employment, including South Caro-
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lina, Alabama, Florida, and North Carolina. In each of
these states, the decreases were largely due to selloffs.
Employment by affiliates increased substantially in
Nevada and West Virginia. In Nevada, affiliate employ-
ment rose 3,400, or 12.9 percent, mainly because of ex-
pansion by existing affiliates in wholesale trade. In
West Virginia, employment by affiliates rose 2,900, or

Table 6. Employment by Majority-Owned Nonbank U.S. Affiliates by State, 2000-2005

Thousands of employees Percentage of total private industry employment in the state or area '

2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005
Total 2 5,656.5 5,594.3 5,425.4 5,244.4 51315 5,085.7 49 4.9 48 47 45 44
New England 420.9 435.3 419.2 401.4 390.5 360.5 6.7 7.0 6.8 6.6 6.4 5.9
Connecticut 105.5 117.4 111.0 105.5 102.1 100.9 6.9 7.9 76 73 7.0 6.9
Maine 31.7 32.8 31.7 29.4 284 23.7 6.2 6.4 6.2 57 5.5 4.6
Massachusetts 207.7 209.9 196.9 188.4 182.0 167.5 6.9 7.0 6.7 6.5 6.3 5.8
New Hampshire 438 41.0 411 41.7 40.8 34.2 7.9 74 75 77 74 6.1
Rhode Island 222 235 275 26.1 26.3 229 5.2 5.6 6.5 6.1 6.1 5.3
Vermont 9.9 10.7 1.1 10.3 11.0 1.3 38 41 43 4.0 4.2 43
Mideast 1,051.2 1,042.2 996.1 988.1 968.7 970.7 5.6 5.6 5.4 5.4 5.2 5.2
| 27.7 244 224 28.1 27.5 27.2 74 6.6 6.1 77 7.3 72
District of COIUMDIA ..........uuereersrerresmseeerersienes 14.7 17.7 17.4 15.8 15.1 15.6 3.2 39 38 35 33 33
Maryland 104.6 106.4 105.4 102.9 100.6 102.7 5.1 5.1 5.1 5.0 48 48
New Jersey. 234.6 239.4 228.3 224.0 2184 214.0 6.8 6.9 6.7 6.6 6.4 6.2
New York 415.8 4155 386.8 384.2 380.5 378.0 5.6 57 54 54 5.3 5.2
Pennsylvania 253.9 238.7 235.8 233.1 226.5 2332 5.0 47 47 47 45 46
Great Lakes 979.0 941.0 920.3 895.5 864.2 867.6 5.0 4.9 4.9 48 4.6 46
INOIS ..o 277.2 274.2 262.9 252.5 2324 226.4 5.2 5.2 5.1 49 45 44
INAIANG ..o 143.8 142.0 1332 1347 133.7 139.9 54 55 5.2 5.3 5.2 54
Michigan 228.4 204.7 202.9 204.6 202.4 202.3 56 5.2 5.2 54 5.3 53
Ohio 228.3 220.8 2142 208.0 207.8 213.8 46 45 45 44 44 45
Wisconsin 101.3 99.3 107.1 95.6 87.9 85.3 41 441 44 4.0 36 35
Plains 285.3 300.1 284.8 276.1 270.2 273.7 33 3.8 34 33 3.2 3.2
lowa 36.5 38.8 36.6 38.7 374 373 29 3.1 3.0 341 3.0 29
Kansas 37.8 36.0 349 314 31.9 329 33 3.2 3.1 29 29 29
Minnesota 90.7 87.8 88.1 85.5 85.2 85.6 38 37 38 37 36 36
Missouri 89.4 102.7 915 87.2 84.0 85.1 37 4.4 3.9 38 3.6 36
Nebraska 19.3 20.1 18.7 19.0 19.8 18.7 25 2.6 24 25 2.6 24
North Dakota 52 8.2 74 78 6.3 741 1.9 31 2.8 29 2.3 25
South Dakota 6.4 6.6 76 6.5 56 741 20 21 24 2.1 1.8 22
Southeast 1,397.7 1,393.8 1,361.3 1,3145 1,284.7 1,245.6 5.1 5.1 5.1 49 47 44
Alabama 65.0 75. 75.1 72.6 724 63.2 40 47 48 46 45 39
ATKANSAS ....ooovrvivnreiere e 347 35.8 35.7 322 31.5 33.9 35 3.6 36 33 32 34
Florida 2442 257.7 252.1 2478 237.6 226.0 38 4.0 3.9 38 3.6 32
Georgia . 199.5 195.0 191.2 183.9 177.5 170.3 58 5.7 5.7 5.6 5.3 4.9
Kentucky 94.1 90.9 88.4 87.9 86.1 86.0 6.0 6.0 5.9 5.9 57 56
Louisiana 51.3 51.1 505 49.2 50.4 52.3 32 32 3.2 3.1 32 33
Mississippi.. 20.0 215 258 217 25.4 252 241 2.3 28 24 2.8 27
North Caroli 239.1 223.0 214.8 203.8 199.2 192.2 7.0 6.7 6.6 6.3 6.1 5.7
South Carolina ... 129.1 129.1 133.0 126.8 121.9 1104 8.2 8.4 8.7 8.3 7.9 7.0
TENNESSEE ....ovvvvuverreririeeens 137.7 134.2 130.1 1285 129.5 125.9 57 5.7 56 55 55 5.2
Virginia 158.0 154.5 141.9 138.9 134.8 138.8 54 5.3 49 48 45 45
West Virginia 25.0 25.7 22.7 214 18.4 21.3 43 44 39 38 32 36
Soutt 4925 484.7 457.0 444.4 448.0 457.3 4.1 41 39 3.8 3.8 3.7
Arizona 60.8 57.0 575 58.0 64.2 64.4 341 29 3.0 3.0 3.1 3.0
New Mexico 12.0 135 12.8 11.6 12.7 13.6 2.1 2.3 22 2.0 241 22
Oklahoma 347 40.0 339 345 32.9 34.8 2.8 33 2.8 29 2.8 29
Texas 384.9 374.2 352.8 340.3 338.2 344.6 47 46 44 43 42 42
Rocky Mountain 1434 136.2 136.8 131.8 1311 131.9 37 35 36 35 34 33
Colorado 88.2 81.3 777 723 .7 722 45 4.2 4.1 39 38 37
10BN cvevveeeevreeiin e 10.8 1.3 12.5 11.6 13.2 12.2 23 2.3 26 24 2.7 23
Montana 5.0 5.7 59 55 6.5 6.7 1.6 1.8 1.8 1.9 1.9 19
UtBN e 322 304 32.3 340 30.6 317 35 33 35 37 33 32
Wyoming 72 75 85 8.4 9.0 9.1 39 4.0 45 44 46 45
Far West 862.5 8324 823.1 762.7 744.9 748.5 48 4.6 4.6 43 4.1 4.0
Alaska 10.3 10.5 126 1.7 12.2 121 48 4.8 57 52 53 5.1
California 638.9 615.2 612.6 558.0 541.8 542.6 5.0 48 4.9 44 43 42
HaWali........oorvienric s 40.6 38.9 36.7 35.2 31.1 30.3 8.9 85 8.1 76 6.5 6.1
Nevada 30.7 28.2 25.8 26.1 26.7 30.1 33 3.0 27 27 26 27
Oregon 56.0 51.5 50.9 479 471 474 4.0 38 38 35 34 33
Washington 86.0 88.1 845 83.7 85.9 85.9 37 38 38 37 38 36
Puerto Rico 16.0 16.4 16.6 16.6 16.6 174 na. na. na. na na. na.
Other U.S. areas 3 .........coevemeremeeeiereiesesnseninnes 75 11.9 9.9 12.9 10.5 10.9 n.a. na. na. n.a. na. na.
Foreign 4 . 0.5 0.4 0.3 0.4 2.2 15 n.a. na. na. n.a. na. na.

n.a. Not available

1. The data on employment in private industries used to calculate the shares shown in this table are from
BEA's Regional Economic Information System. The totals are equal to employment in private industries less
employment of private households. The U.S. employment totals used to calculate affiliate shares in this table
differ from those used for tables 1 and 5, which are from tables 6.4D of the “National Income and Product
Accounts (NIPA) Tables.” They differ from the NIPA estimates of employment because they include depository
institutions, and, by definition, they exclude U.S. residents temporarily employed abroad by U.S. businesses.
They also may differ from the NIPA estimates because of different definitions and revision schedules.

2. For consistency with the coverage of the private-industry employment data, U.S -affiliate employment in
Puerto Rico, in “other U.S. areas,” and in “foreign” was excluded from the U.S.-affiliate employment total when
the percentage shares on this line were computed.

3. Consists of the U.S. Virgin Islands, Guam, American Samoa, and all other outlying U.S. areas.

4. Consists of employees of U.S. affiliates working abroad.

Nore. The following ranges are given in employment cells that are suppressed: A—1 to 499; F—500 to 999;
G—1,000 to 2,499; H—2,500 to 4,999; 15,000 to 9,999; J—10,000 to 24,999; K—25,000 to 49,999;
L—50,000 to 99,999; M—100,000 or more.
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15.3 percent, mostly in manufacturing, because of the
entry of new affiliates and increases in employment at
existing affiliates.

In manufacturing, affiliate shares of employ-
ment were highest in the District of Columbia (23.9
percent), Delaware (21.2 percent), and South Carolina
(20.9 percent) (table 7). The high affiliate share in the
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District of Columbia reflects a very small amount of
total manufacturing employment in the District.” In
Delaware, more than half of affiliate manufacturing

7. Employment data from the BEA’s Regional Economics Information
System indicate that there were only 2,200 manufacturing employees in the
District of Columbia in 2005; more than half of these employees were in the
printing and food manufacturing industries.

Table 7. Manufacturing Employment by Majority-Owned Nonbank U.S. Affiliates by State, 2000-2005

Thousands of employees Percentage of total manufacturing employment in the state or area !

2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005
Total 2 2,118.8 1,934.9 1,811.9 1,667.4 1,552.4 1,537.5 122 11.6 1.8 113 10.7 10.7
New England 127.7 125.6 105.7 99.8 89.2 85.9 13.6 13.8 12.8 13.0 1.9 1.6
CONNBCHCUL ..o 322 35.7 294 28.8 26.4 26.8 13.7 15.7 13.8 14.3 13.3 13.7
Maine 1.4 114 9.6 7.3 75 6.2 14.3 15.1 13.9 1.3 1.8 10.0
Massachusetts 53.3 51.2 425 40.2 329 31.7 13.1 13.1 121 12.3 10.5 10.3
New Hampshire.. . 20.8 18.2 17.6 18.2 17.0 14.8 204 18.6 20.6 225 211 18.4
Rhode Island 6.1 5.2 41 34 35 3.1 8.6 7.6 6.5 5.8 6.1 55
Vermont 39 39 25 1.9 1.9 34 8.4 8.5 6.2 5.0 5.0 9.0
Mideast M 261.3 248.6 229.8 204.7 203.2 (D) 121 (D) 123 11.3 114
| | 9.4 8.1 9.9 6.8 7.1 (D) 237 21.9 278 19.6 212
District of Columbia.... 04 0.4 0.7 04 0.6 05 115 1.0 (D) 13.8 24.2 239
Maryland 21.8 20.1 16.2 155 14.1 17.9 12.6 1.8 10.2 10.5 9.8 12.6
NEW JErSEY.....ooovurrrrrrivienssssssssssssssssass 64.0 64.9 67.2 56.5 515 484 15.2 16.1 18.2 16.1 15.1 14.6
New York 779 747 67.2 59.9 53.0 50.6 10.5 10.5 10.2 9.7 8.8 8.6
Pennsylvania 117 91.9 89.3 87.5 78.6 787 13.0 1.1 1.7 12.3 11.4 11.5
Great Lakes 516.4 455.8 4337 396.7 364.3 356.0 12.8 12,0 12.3 1.7 11.0 10.9
[INOIS ..vvvvvvrrrrrivvienenns 109.7 97.4 88.8 79.8 67.1 61.2 12.7 1.9 1.7 1.1 9.6 838
Indiana 99.9 96.0 87.1 822 80.8 83.9 15.1 15.5 14.7 14.3 14.1 14.6
Michigan 133.9 102.2 93.6 89.3 81.6 78.8 15.0 12.3 12.3 12.3 11.6 1.5
Ohio 118.7 114 109.2 99.0 95.8 95.4 1.7 11.6 12.3 1.7 11.6 1.7
Wisconsin 54.2 48.7 55.0 46.4 38.9 36.7 9.1 8.7 10.4 9.1 7.6 72
Plains..........coooomniiiiiiins 132.8 135.8 1204 112.9 108.0 108.2 9.5 10.1 9.5 9.2 8.8 8.7
JOWEL v eess s 224 22.1 20.2 211 18.6 17.7 8.9 9.1 8.8 9.5 8.3 77
KaNSaS ......covveiriiiisiseisi s 18.3 14.0 15.1 13.7 13.2 12.7 9.2 741 8.3 78 74 7.0
Minnesota 322 31.2 26.2 224 23.8 23.0 8.2 8.2 7.3 6.4 6.9 6.6
MISSOUI.....oeveeeeecrrceeveeiee s 46.2 51.8 424 39.8 387 39.5 12.7 15.1 13.0 12.7 12.3 12.7
Nebraska . 8.2 8.2 78 8.9 8.0 9.1 72 74 73 8.7 7.8 8.9
NOMh DAKOtA.....oovomrrvvrvcvens s 2.0 45 40 37 2.5 27 8.2 18.4 16.5 15.7 10.1 10.3
South Dakota 35 4.0 47 32 33 36 8.0 9.6 1241 85 8.4 8.9
Southeast 596.8 543.9 533.7 490.6 469.0 4703 13.9 13.3 14.0 135 13.1 13.2
Alabama.........conrveirrris e 411 36.7 37.0 344 32.6 33.9 1.8 1.1 1.9 11.6 1.1 1.3
Arkansas 237 228 20.3 19.1 17.7 19.0 9.9 10.0 9.4 9.2 8.6 9.4
Florida.... 49.2 46.0 415 352 36.1 348 10.9 10.5 10.1 89 9.1 8.6
Georgia .. 79.0 70.4 68.8 65.3 58.6 58.2 14.6 13.8 14.4 14.3 12.9 12.8
Kentucky 60.7 55.8 539 511 477 448 19.6 18.9 19.4 19.1 17.9 17.0
Louisiana 22.0 19.5 16.9 15.8 15.6 16.9 12.4 1.2 10.4 10.1 10.2 1.1
Mississippi...... 9.6 9.9 12.7 9.4 12.8 13.3 43 49 6.7 5.2 7.1 74
North Carolina 113.6 96.6 934 82.2 78.1 76.8 15.0 13.6 14.4 13.5 13.3 13.3
South Carolina ... . 70.0 65.9 70.8 63.9 58.1 55.5 21.0 208 242 226 21.3 20.9
TENNESSEE.......covoveriiveeesis s 2.7 70.0 67.6 67.6 67.3 67.6 14.9 15.3 15.7 16.2 16.2 16.4
Virginia 424 38.2 37.9 35.8 35.8 38.0 1.8 11.0 1.7 11.6 11.9 127
West Virginia 12.9 12.1 12.9 10.7 85 1.5 17.1 16.6 18.6 16.4 13.4 18.3
Southwest 184.7 160.8 136.9 125.0 114.8 1126 124 1.1 10.3 9.9 9.2 8.8
ANZONA...oooissis s 16.2 15.1 13.0 13.7 13.8 13.1 78 75 7.0 77 77 741
New Mexico 3.8 27 1.8 1.3 1.7 20 9.2 6.6 47 3.6 4.9 5.6
OKIahOMa.....coover e 15.5 15.5 145 12.2 1.2 13.2 8.8 9.1 9.5 85 7.8 9.1
Texas 149.2 1275 107.6 97.7 88.0 84.2 14.0 12.3 1.3 10.8 9.8 9.3
Rocky Mountain ..o K 35.9 36.7 29.8 29.5 26.7 (D) 8.8 (D) 8.4 8.1 73
Colorado. 244 19.0 19.9 15.5 14.7 14.6 12.9 10.4 1.9 10.0 9.6 9.6
1daho ..o H 338 37 32 45 33 (D) 55 5.7 5.1 72 52
Montana 0.9 2.1 2.0 0.6 0.6 0.8 41 9.9 9.7 5.5 3.0 4.0
Utah 10.1 10.0 9.7 9.4 7.9 6.5 8.0 82 8.5 8.2 6.8 5.4
Wyoming . 1.0 0.9 14 1.1 1.8 15 9.8 9.2 (D) 1.9 18.9 14.9
FarWest ..., 226.2 206.7 187.2 1714 161.3 162.7 9.1 8.6 8.5 8.2 7.8 78
Alaska.......... 15 1.7 2.1 1.9 2.0 1.9 1.6 13.6 18.6 15.9 16.3 14.8
California 175.0 161.3 146.2 133.5 1234 123.9 9.4 9.0 8.9 8.6 8.0 8.2
HaWl <..oovvooovveer s 1.2 0.9 1.0 0.6 0.8 0.4 7.7 55 6.4 43 5.0 2.3
Nevada 47 48 47 4.0 43 45 1.2 10.9 10.9 8.9 9.2 9.4
Oregon 19.3 15.6 127 1.1 10.9 1.1 8.6 72 6.2 5.6 5.4 5.4
Washington 245 22.3 205 20.3 19.9 209 74 7.0 7.1 76 75 76
Puerto Rico 8.4 8.1 85 8.5 7.8 8.1 na. na na na. na. na.
Other U.S. areas ® ........ccouvvmmnvcvinnsisisisssssiinns 0.3 1.0 05 28 (D) (D) na. na na na. na. na.
Foreign ¢ 0.0 0.0 * 0.3 (D) (D) na. na. na. na. na. na.

D Suppressed to avoid disclosure of data of individual companies.

* More than zero and fewer than 50 employees.

n.a. Not available

1. The data on employment in manufacturing used to calculate the shares shown in this table are from BEA's
Regional Economic Information System. The U.S. manufacturing employment totals used to calculate shares in
this table differ from the NIPA data for manufacturing used for table 5 (see footnote 1 to table 5).

2. Total affiliate manufacturing employment and the shares of all-U.S.-business manufacturing employment
accounted for by affiliates in this table differ from those shown in table 5 (see footnote 3 to table 5). For consis-

tency with the coverage of the employment data for all U.S. manufacturing plants, U.S. affiliate employment in
Puerto Rico, in “other U.S. areas’ and in “foreign” was excluded from the U.S.-affiliate total when the
percentage shares on this line were computed.

3. Consists of the U.S. Virgin Islands, Guam, American Samoa, and all other outlying U.S. areas.

4. Consists of employees of U.S. affiliates working abroad.

Nore. The following ranges are given in employment cells that are suppressed: A—1 to 499; F—500 to 999;
G—1,000 to 2,499; H—2,500 to 4,999; 15,000 to 9,999; J—10,000 to 24,999; K—25,000 to 49,999;
L—50,000 to 99,999; M—100,000 or more.
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employment was accounted for by German- and Ca-
nadian-owned affiliates; much of the remainder was
accounted for by other European-owned affiliates.
In South Carolina, European-owned affiliates—espe-
cially those owned by French, German, and British in-
vestors—accounted for most of the manufacturing
employment. Japanese-owned affiliates also accounted
for a substantial number of manufacturing employees
in South Carolina.

In 2005, manufacturing employment by affiliates
decreased significantly in Illinois, falling 5,900, or 8.8
percent, mainly because of reductions in employment
by existing affiliates. In contrast, affiliate manufactur-
ing employment rose 3,800 in Maryland, increasing
the affiliate share from 9.8 percent to 12.6 percent. The
increase was attributable to the entry of new affiliates.

Trade in Goods
Majority-owned U.S. affiliates of foreign-owned com-
panies continued to account for large shares of total
U.S. exports and imports of goods—19 percent of ex-
ports and 27 percent of imports in 2005 (table 8).
These shares are much larger than the affiliate shares of
either value added or employment, reflecting both the
general international orientation of foreign-owned
companies and their production and distribution ties
to their foreign parents. Much of the trade in goods by

Table 8. U.S. Trade in Goods by Majority-Owned
Nonbank U.S. Affiliates, 1987-2005

Millions of dollars U.S. exports of U.S. imports of
itetoea” | “aieerea
’ affi

US. exports of | US.importsof | oreaniaoe of percentage of

goods shipped by | goods shipped o | /()5 "exports | total U.S. imports

affiliates affiliates of goods of goods
Of which: Ofwhich: Of which: Ofwhich:
To the Fromthe To the From the

Total | foreign | Total | foreign | Total | foreign | Total | foreign

parent parent parent parent

group group group group

1987.. 39,497 | 18,677|133,620| 102,167 15.5 7.3 329 25.1
1988.. 57,209 | 26,001 | 144,896 | 112,012 17.7 8.1 329 254
1989.. 72,413| 33,778 158,792| 122,899 19.9 9.3 336 26.0
1990.. 79,368 | 37,177|170,677| 131,665 20.2 9.4 345 26.6
1991.. 85,254 | 41,373 169,362 | 128,143 20.2 9.8 34.7 26.2
1992.. 91,686 | 47,567 | 172,260 | 132,217 20.5 10.6 323 248
1993.. .| 94,329 | 46,241 186,369 | 144,698 | 20.3 9.9 32.1 24.9
1994.. . [107,057 | 49,864 | 214,485| 166,085 20.9 9.7 323 25.0
1995.. . [121,277 | 55,842 | 232,250 | 182,148 | 20.7 95 31.2 245
1996.. 125,897 | 59,544 | 248,562 | 187,889 |  20.1 9.5 31.3 236
1997.. 128,394 | 61,288 |249,310| 193,969 | 18.6 8.9 28.6 22.3
1998.. . (136,949 | 56,115|277,909| 199,524 | 20.1 8.2 30.5 21.9
1999.. . 140,808 | 58,385 | 312,895 | 225,132| 20.2 8.4 305 22.0
2000.. . |150,911| 64,785 | 354,613 | 267,187 | 19.3 8.3 29.1 21.9
2001.. . |145,525 | 64,442 | 333,855 | 260,633| 20.0 8.8 29.3 228
2002.. . [140,510 | 64,572 | 335,021 | 267,291 20.3 9.3 28.8 23.0
2003.. . |147,643 | 71,188 | 356,756 | 290,492 | 20.4 9.8 28.4 2341
2004 " . |155,507 | 74,784 | 394,463 | 320,268| 19.0 9.1 26.8 218
2005° . |169,238 | 78,799 | 452,968 | 360,026 | 18.7 8.7 271 215

p Preliminary

r Revised

Norte. The data on U.S. exports and imports of goods used to compute the affiliate shares in this table are
from the U.S. Census Bureau and are on a Census Bureau basis.
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affiliates—nearly 50 percent of exports and about 80
percent of imports—was accounted for by intrafirm
transactions between the affiliates and their foreign
parents or other member companies of their foreign
parent groups (see the box “Key Terms”). The in-
trafirm trade of majority-owned U.S. affiliates has gen-
erally accounted for 8—10 percent of U.S. exports and
for 20-25 percent of U.S. imports.?

Since the early 1990s, imports by U.S. affiliates have
usually been at least twice as high as their exports, and
the gap in earlier years was even larger. This trade gap
for affiliates is substantially more pronounced than the
gap between total U.S. imports and exports. The gap
for affiliates is largely accounted for by wholesale trade
affiliates, many of which were established to facilitate
the import of goods manufactured abroad by their for-
eign parents. Since the late 1980s, the imports of
wholesale trade affiliates have been two to four times as
large as their exports, and these affiliates have consis-
tently accounted for more than two-thirds of the total
import-export gap for U.S. affiliates.” Most of the re-
maining gap has been accounted for by manufacturing
affiliates, some of which have secondary activities in
wholesale trade and some of which import parts and
components produced by their foreign parents.

Exports

Exports of goods by U.S. affiliates rose 9 percent in
2005, to $169.2 billion, following a 5-percent rise in
2004 (table 9). Total U.S. exports of goods also rose
more substantially in 2005, 10 percent; as a result, the
affiliate share of U.S. exports of goods decreased, to
18.7 percent from 19.0 percent. The increase in affiliate
exports was largely due to increases by manufacturing
affiliates, especially those in transportation equipment,
in computers and electronic products, and in chemi-
cals manufacturing. Exports by mining affiliates also
rose.

8. A portion of the remaining trade, trade between U.S. parent companies
and their majority-owned foreign affiliates, is also intrafirm trade.
Together, the intrafirm trade of foreign-owned U.S. affiliates and the
intrafirm trade of U.S. multinational companies (MNCs) accounted for 28
percent of U.S. exports and for 35 percent of U.S. imports in 2004 (the latest
year currently available for trade of U.S. MNCs).

For further information and analysis on intrafirm trade, see William J.
Zeile, “Trade in Goods Within Multinational Companies: Survey-Based
Data and Findings for the United States of America” (paper prepared for
the Organisation for Economic Co-Operation and Development Commit-
tee on Industry and Business Environment Working Party on Statistics, Ses-
sion on Globalisation, Paris, November 3-4, 2003); <www.bea.gov/bea/
papers.htm>.

9. Although wholesale trade affiliates have consistently accounted for a
dominant share of the affiliate import-export gap, their shares of both affil-
iate exports and imports have declined since the late 1980s. Their share of
affiliate exports declined from 66 percent in 1987 to 39 percent in 2005, and
their share of affiliate imports declined from 78 percent in 1987 to 62 per-
cent in 2005. One reason for this change is the reorientation of some whole-
sale trade affiliates from the import of manufactured goods for sale in the
United States to the manufacture of goods at U.S. facilities.


www.bea.gov/bea/papers.htm
www.bea.gov/bea/papers.htm
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As in previous years, Japanese-owned affiliates ac-
counted for the largest share of affiliate exports in 2005
(25 percent); however, their share was down from 27
percent in 2004, as exports by Japanese-owned affili-
ates increased at a much slower pace than total affiliate
exports. The slow growth in exports by these affiliates
occurred as declines in exports by machinery manu-
facturing and wholesale trade affiliates were only
slightly offset by increases exports by other manufac-
turing affiliates.

Over half of the overall increase in affiliate exports
was accounted for by British-, French-, and German-
owned affiliates. Exports by British-owned affiliates
rose 20 percent, largely because of increases by manu-
facturers and petroleum wholesalers. The increases in
exports by German- and French-owned affiliates were
mainly in manufacturing.

Imports

Imports of goods by U.S. affiliates rose 15 percent in
2005, to $453.0 billion, following an increase of 11 per-
cent in 2004. Total U.S. imports of goods also rose sub-
stantially in 2005, but the rate of growth—14
percent—was slightly lower than that for U.S. affiliates.
As a result, the share of U.S. imports accounted for by
affiliates edged up from 26.8 percent to 27.1 percent.
By industry, the increase in imports was mostly ac-
counted for by affiliates in wholesale trade, especially
petroleum, electrical goods, and motor vehicles whole-
salers.
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Imports by Japanese-owned affiliates, which in-
creased 9 percent in 2005, continued to account for the
largest share of affiliate imports (34 percent); however
the share was lower than in 2004, continuing a down-
trend (table 9). The majority of imports by Japanese-
owned affiliates were by wholesale trade affiliates, in-
cluding affiliates that have significant secondary opera-
tions in transportation equipment manufacturing;
these affiliates also accounted for much of the increase
in 2005.

Imports by Netherlands-owned affiliates rose
sharply in 2005, 45 percent, to $27.1 billion, largely be-
cause of increased imports by affiliates in petroleum-
related industries. Imports by French-owned affiliates
also rose substantially, 29 percent, because of the entry
of new majority-owned affiliates in manufacturing.
Imports by Korean-owned affiliates, which have risen
substantially for the past several years, rose 14 percent
in 2005, continuing the upward trend. Much of the in-
crease was accounted for by wholesale trade affiliates
involved in the shipment of electronics and other man-
ufactured goods. Imports by Canadian-owned affili-
ates fell 1 percent in 2005.

Research and Development
In 2005, the cost of research and development (R&D)
performed by U.S. affiliates totaled $31.7 billion, com-
pared with $30.1 billion in 2004 (table 10). In 2004,
the most recent year for which data for R&D spend-
ing by all U.S. businesses are available, U.S affiliates

Table 9. U.S. Trade in Goods by Majority-Owned Nonbank U.S. Affiliates by Selected Country of Ultimate Beneficial Owner, 2000-2005

Millions of dollars Percentage of all-countries total Addendum:
Percentage
change in
affiliate
2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005 exports or
imports,
U.S. exports shipped by affiliates:

All COUNEHES ..o 150,911 145,525| 140,510 147,643| 155,507 | 169,238 100.0 100.0 100.0 100.0 100.0 100.0 8.8
Canada........ooccceenrviivinseniiinnnns 9,058 8,191 6,401 6,405 6,583 8,014 6.0 5.6 46 43 42 47 21.7
France .... 10,474 9,817| 10,043 9,744 9,475| 11,580 6.9 6.7 741 6.6 6.1 6.8 222
GOMANY .oooveevvrriiiisesesisisnienns 31,430 29,298 30,351 32,326| 31,603 33,894 20.8 20.1 216 219 20.3 20.0 73
Netherlands..........ccccevvcureneenes (D) (D) 5,022 5,068 9,041 10,642 (D) (D) 3.6 34 5.8 6.3 17.7
SWItZEMANG. ....ovoovevverreniriieeee e 5931 5,947 5,998 4,941 5,430 6,344 39 441 43 33 35 37 16.8
United Kingdom 16,262 | 15586| 14,241 13,608 | 14,766 17,732 10.8 10.7 10.1 9.2 9.5 10.5 20.1
Japan ...... 40,667| 40,766| 38,531 41,010 42,506 | 42,653 26.9 28.0 274 278 27.3 252 0.3
Korea, Republic Of ..........ccc.evvermererererrerisscriicenes (D) (D) 4,368 5,205 7,256 7,256 (D) (D) 3.1 35 47 43 0.0
Ot oo 25013 25111 25556| 29,336| 28848| 31,122 16.6 17.3 18.2 19.9 18.6 18.4 79

U.S. imports shipped to affiliates:

All COUNEHES ..o 354,613| 333,855| 335,021 | 356,756 | 394,463 452,968 100.0 100.0 100.0 100.0 100.0 100.0 14.8
Canada..........cocemennenens 20995 19,070 18,634| 23,012| 26,102| 25826 5.9 5.7 5.6 6.5 6.6 5.7 -1.1
France...... (D) (D)| 14,608 14,489 13,953 18,058 (D) (D) 44 4.1 35 4.0 29.4
Germany 57,804| 56,477| 57,386| 62,062| 61,701 65,245 16.3 16.9 171 174 15.6 14.4 57
Netherlands... (D)| 16,227| 14817 14,893| 18692 27,066 (D) 49 44 42 47 6.0 448
Switzerland 8,416 8,010 8,438 9,173| 10,205| 13,404 24 24 25 26 26 3.0 31.3
United KiNGAOM.......cveeermmrereeeereesseeeinnsssesnesnnnns 23,691 22,675| 21,344 25568| 27,574| 30,116 6.7 6.8 6.4 7.2 7.0 6.6 9.2
Japan 147,156 | 133,612 127,923| 133,170| 141,337| 154,753 415 40.0 38.2 37.3 35.8 34.2 95
Korea, Republic of (D) (D) 19,966 | 22,081 28,968| 33,054 (D) (D) 6.0 6.2 73 7.3 14.1
Other 45673| 47,507 51905| 52,307 65931 85,444 12.9 14.2 15.5 14.7 16.7 18.9 296

D Suppressed to avoid disclosure of data of individual companies.
Nore. Affiliates of the eight countries listed in this table accounted

'for the largest shares of affiliate trade in each year in 2000-2005.
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accounted for 14 percent of the total R&D performed
by all U.S. businesses, a share notably higher than the
affiliate shares of U.S. private industry value added or
employment.

Table 10. Research and Development Performed by Majority-Owned
Nonbank U.S. Affiliates and by All U.S. Businesses, 1997-2005
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ates were concentrated in transportation equipment,
pharmaceuticals, and machinery manufacturing. Ex-
penditures by British-owned affiliates were concen-
trated in pharmaceuticals and computers and
electronic products manufacturing.

In 2005, as in previous years, about two-thirds of
the R&D performed by affiliates was by affiliates in
manufacturing. Within manufacturing, affiliates in

R&D performed | R&D performed by | R&D by affiliates 1 1 1 -
by Biios |l US bunosces | napoaonacs pharmaceuticals, transportation equipment, gnd com
” of R&D by al puters accounted for the largest shares of affiliate R&D.
Millions of dollars U.S. businesses X K X K
U.S.-affiliate R&D intensity—measured as R&D di-
1997 .. 17,216 157,739 10.9 . . .
1998 .. 22,375 169,180 132 vided by value added—was highest in two manufac-
1999.. 24,027 182,711 132 3 3 ipqe 3
2000, % 150 199,39 fa; turing industries: Chemlcals (21 percent) and
2001 . 26,463 198,505 133 computers and electronic products (20 percent). It was
2002 .. 27,507 193,868 142 : : : : :
2008, 29,803 200724 g also relgtlvely high in transportation equipment man-
2004.. 30,083 208,301 144 ufacturing (11 percent). Outside manufacturing, affili-
2005 .. 31,694 na. na. . . . . .
ate R&D intensity was highest in professional,

n.a. Not available
1. These estimates are computed using data obtained from the National Science Foundation Web site
<www.nsf.gov/statistics/infbrief/nsf07304/>.

Affiliates of the seven largest investing countries in
terms of affiliate value added together accounted for
more than 80 percent of the affiliate expenditures for
R&D (table 11). German-owned affiliates accounted
for the largest share of affiliate R&D expenditures (20
percent), followed closely by British-owned affiliates
(19 percent). Expenditures by German-owned affili-

scientific, and technical services (7 percent). By coun-
try, Swiss-owned affiliates had the highest R&D inten-
sity (12 percent) due to their prominence in
pharmaceuticals.

In several industries within manufacturing—such
as basic chemicals, pharmaceuticals and medicines,
and machinery—U.S. affiliates accounted for at least
one-quarter of the R&D performed by all U.S. busi-
nesses (table 12). The high shares are due both to the
strong presence of the U.S. affiliates in these industries

and to the use of the United States by many foreign

Table 11. Research and Development (R&D) Performed by
Majority-Owned Nonbank U.S. Affiliates, by Country of UBO,

and by Industry of Affiliate, 2004 and 2005 Table 12. Research and Development (R&D) Performed by Majority-Owned

Nonbank U.S. Affiliates and all U.S. Businesses, in Selected Industries, 2004

R&D performed
(milllijgniffciﬁgﬁars) Share of the total R&D intensity ' R&D performed R&D performed |R&D by affiliates
by affliates by all US. , asa percentage
(millions of dollars) businesses of R&D by all
2004 2005 2004 2005 2004 2005 (millions of dollars) | U.S. businesses
All countries and industries........ 30,083 31,694 100.0 100.0 5.9 5.9 All industries .. 30,083 208,301 14.4
By country: Manufacturing 20,587 147,288 14.0

Canada 1459| 1,465 48 46 36 34 Of which:

France 3,800 4,063 12.6 12.8 86 8.4 Petroleum and coal products ................c..ccceeeeee (D) 1,603 (D)

Germany 5916| 6,287 19.7 19.8 9.1 95 Chemicals 9,922 (D) (D)

getherlands 1,319 1,597 44 5.0 32 37 of ng\fgi(i:héhemicals 655 2203 -

witzerland.... 4,185 4,334 139 13.7 124 1.8 ic chemicals..... s s : -

United Kingdom.. 5,807 5,954 19.3 18.8 55 5.4 Refi':; Srqg synthetic rubber, fibers, and 131 2096 63

Japan 3414 3,447 1.3 10.9 52 4.9 - o ) -

Otﬁer 4,183 4,547 13.9 14.3 36 38 ~ Pharmaceuticals and medicines. 8,678 31,477 27.6

Machinery 1,638 6,579 24.9
By industry: Cogwfputers and electronic products.............cc.cccuueee 2,690 48,296 5.6
i which:

Ma;]olggcturlng 20’2% 2 gég 6?451 6?2 gl gg Computers and peripheral equipment............. 159 5,734 2.8
Beverages and tobacco products 61 44 0.2 0.1 10 06 Electrical equipment, appliances, and components (D) 2,664 (D)
Petroleum and coal products (D) (D) D) (D) (D) 0) Tragﬁ;ﬁ};t:‘m EQUIPMENT .o 3,707 (D) (D)

oo :

gges?é?and rubber products Qggi 10%22 3:132 3?2 Qég ng ~ Motor vehicles, bodies and trailers, and parts 3,279 15,677 20.9

Nonmetallic mineral product 207 219 0.7 0.7 13 12 Miscellaneous manufacturing ..........c..c.eeeeermeeeenes 776 4,388 17.7

B m g e

Machinery.. 1638 1,547 5.4 49 75 7.4 Pngtfeszipzal, scientific, and technical services ... 1,436 28,709 5.0

Computers 2,690 2,878 89 9.1 208 20.2 which:

EIectFr)icaI equipment, appliances Architectural, engineering, and related services 80 4,265 1.9

and components (D) (D) D) (D) (D) (D) Computer systems design and related services 219 11,575 1.9

Transportation eq 3,707 4111 12.3 13.0 104 11.2 . .

Other ... 1301| 1466 30 29 37 gg  Otherindustries 7074 971 y
Wholesale trade.. 6,674 6,775 222 214 6.8 6.9 Construction 6 1,481 0.4
Information 986 1,135 3.3 3.6 3.3 4.0 Retail trade D) 1,596 (D)
Professional, scientific, and technical

services 1,436 1,517 48 48 75 74 i indivi .

. : ’ ’ D Suppressed to avoid disclosure of data of individual companies.

Other industries .. 399 450 13 14 03 0.3 1. Source: National Science Foundation.

2. Because of differences in industry classification, BEA data for U.S. affiliates and NSF data for all U.S. businesses may
not always be compatible for individual industries. Because the lack of comparability may be particularly great for “other

D Suppressed to avoid disclosure of data of individual companies.
industries,” the affiliate share in U.S. business R&D has not been computed for this industry category.

1. R&D intensity is equal to R&D expenditures divided by value added.
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