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FOREWORD

The direct foreign investments of American corporations and busi-
ness men onfstanding at the end of 1929 have been found to amount
to about £7,:478,000,000. This is nearly half of the total private long-
term American investments abroad, as previously estimated.  Prac-
tically every type of industreial and commercial activity in which
Americans are interested anywhere is found among these direct in-
vestments abrowd,  They are surprisingly varied—including  the
manufacture of needles and of heavy drilling machinery; the sale of
Jatent medicines and of heavy chemicals; the production of petro-
lonm in South America. of rubber in the Netherland Bast Indies, and
of copper in South Afriea: and the o yeration of electric utilities and
steam railroads in Canada, Cuba, mu} elsewhere.

The largest investment is in Canada—nearly $2,000,000,000—which
exceeds the total for all of South Ameriea, the next in value. 'The
mannfacturing investments in Canada ave the lavgest in any single
corantry. @Mhongh they ave exceeded by the total for all of Europe.
American investments in manufacturing enterprises abroad amount
to about $1.535,000,000, a much smaller figure than is commonly sup-
posed. Tt is wxeoeded by the figure for communication and {rans-
portation services and is nearly equaled by the investment in mines
and smelters and by that in petroleum lands and distribution
facilities.

Ameriea’s balance of payments, as published annually by the
Burean of Foreign and Domestic Commerce, attempts to measure
nearly 30 different items of capital movement into or out of our
Nation. The resultant net export of eapital, which must accord
reasonably with the balance of all other items in the statement, meas-
ures acenvately enough onr net annal growth as a creditor Nation.
At no time, however, have we had better than rongh estimates of the
ontstanding amonnt of American investments in foreign countries.
With the statisties herein, for the end of 1929, we now have a much
counder basis for continnous accounting of our international creditor
position in fulure years.

This bulletin deseribes the methods and results of an investigation
started in the summer of 1929, several months before the Senate
passed the Walsh resolut ion calling on the Department of Commerce
for data on the investment of American capital in foreign branch
plants. It is entirely independent of the report to be presented to
the Senate later in answer to the resolution and covers a much
broader field. It is a factual study, entering but casually into the
causes and results of such investments.
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- AMERICAN DIRECT INVESTMENTS IN FOREIGN
COUNTRIES

By Paul D. Dickens, Finance and Investment Division

INTRODUCTION

Investments of American capital in foreign countries are so great
at the present time and their growth has been so rapid in recent

ears that popular and scientific interest in the subject seems
msatiable. Demands by other branches of the Government, by the
public at large, and especially by business men and economists for
more accurate figures in this field prompted the Department of
Commerce to start, several years ago, first-hand compilations of
foreign securities publicly offered in the United States. Other
phases of the subject have been covered in the annual bulletin on
our balance of international payments. The data thus obtained
filled wide gaps in our knowledge of international financial move-
ments, but the amount of eapital involved in the extension of Ameri-
can enterprise into foreign countries still remained the subject of
estimates based upon scattered and inadequate data.

This is the first attempt ever made on a world-wide and detailed
scale to obtain statistics direct from American business men as to
the actual value of their foreign properties. Their whole-hearted
cooperation, which made the completion of the study possible, is
evidence of their desire to contribute toward a better understanding

- of the economic relationships existing between countries. The inter-

national extension, aflilintion, and cooperation of American business
goes on continmally. At best, therefore, the present survey is but
a snapshot of a rapidly changing panorama.
The scope and the method of this study are earefully stated in
:]hc following paragraphs in order to prevent inaccurate use of the
ata.
SCOPE OF THE STUDY

Foreign “ direct investments,” as herein considered, include those
commercial and industrial properties situated abroad and helonging
to residents of the United States and its Territories, from which a
return is normally expected. They are called “ direct investments ”
to distinguish them from “ portfolio investments ” aequired through
the purchase of foreign securities publicly offered and through the
international securities movement ; by definition, therefore, pure “in-
terest capital ” and capital that moves incidental to a migration of
labor are, in large part, excluded. Envestments .of the “ portfolio”
type are included when they are pant of the holding of American
commercial and industrial corporations. Pure * interest capital ” is
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included when invested in American-controlled corporations operat-
ing abroad.

In the eategory of direct investments are embraced corporate in-
vestments (1) in American-controlled manufacturing and sellin
organizations in foreign countries, (2) in the stock and bonds o
foreign-controlled manufacturing and selling corporations, (3) in
purchasing agencies, (4) in petroleum lands, and petrolenm refining
and distribution facilities, (3) in mining and smelting propertics,
(6) in public utilities, (7) in plantations, and (8) in other miscella-
neous propertes, in all known cases, regardless of the fact of Amer-
ican or foreign control. The minority interests of American cor-
porations in foreign businesses and properties constitute an impor-
tant part of the study.

Real property owned by individuals resident in the United States,
consisting chiefly of mines and timber lands in Canada and Mexico
and plantations in Cuba and Mexico, is also included. Iloldings by
individuals and groups of individuals of important equity interests
in foreign corporations are likewise entered wherever ascertainable.
Investments of this latter character often involve a peenliar type of
subsidiary eontrol.  IFor example, the stockholders of American cor-
porations frequently hold the stock of a foreign subsidiary in order
to maintain corporate control withont the American corporation
having legal title, (1) where State laws prohibit companies incor-
porated in that State from directly owning a forcign subsidiary,
and (2) where Ameriean corporations desire (o avoid possible con-
flict. with the antitrust lnws of the United States.

Of necessity, investments by private individoals in the stock of
foreign corporations—undoubtedly very important in the ageregate,
thongh widely distributed—could not be considered in the present
study becanse of the impossibility of obtaining adequate data. Like-
wise, no attempt was made to aseertain the holdings of forcign cor-
porate honds '»y individuale, with a_single exception to be noted
]pl,m: Ifurthermore, banlk holdings of foreign. deposits, acceptances,
Ipans, andjseenrities: investiments of im-«rxlm‘cnl' trusts :.Illdl insurance
companies:t ad (emporary holdings of, foreign seenrities by brokers
arg exclpded from the scope ofy this study.  ‘The Inrger |pn‘r(:1m|.nfx
this type of, foreign investment, is covered; i, the schadnles of foreigm.
securities publicly offeved; in the United; States recontly pnbhsl!n«'h’
apglin the ‘nnmua) stady of the ilm:rn:ul.lmml».mm'onm.nl. of socurities
apdjof short-term eapital in the balanee oft international payments
of the United States. Estimates of the totaliof this (ype of invest-
ment, fally Togieally nnder, astady of) the outetanding holdings of.
Aperican investors resulting from the international secnrities short-
term eapital movement= and, fr.c‘nu the purchase of foreign securities
1)||;|_.Jirly 'nﬂ's‘_rml in the United States. s N .

“Nivect, investments” and, “portfolio investments ™ overlap.
Awerican corporations often finance their direct investments by the
ppblic sala of',sm'uritics. Suchi.snles, by definition, are inclnded in

1y ance company deporits with the authoritios and resorves ggninat polley liabili-
tles, "3‘&?”."2"0 lnlm 3)! :'.5'3'8 foreign countries roquire, have been ?o\ind to be nmvro1|-
mately.equal to the pollcy Habilities and do not represent a net Amerlcan Investment In

'°'-'%'r:.ﬁ"":"'.'rf:ﬁ.'mon Serlea No. 104, Handbook ‘on American Underwriting of Foreign

Besupltion, by Raiph A. Young.-
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the lists of foreign securities publicly offered in the United States.
Appended to this study, therefore, is a list of the publicly offered
securities of American corporations operating abroad, showing the
amount of the original offering and the portion of each issue out-
standing on December 31, 1929, The Iatter total about $1.145,000,000.
"y . . .

I'he outstanding portions of the bond issue are added to the reported
book value or equity interest after checking with the company bal-
ance sheet. The stock issues nre considered to have alveady entered
into the reported valuation.  Chances of duplieation in future studies
of total American investments abroad are thus eliminated.

No account is taken of the investments outside the United States
of American citizens domiciled in foreign countries, nor of missionary
and charitable enterprises and archwreological expeditions. The claims
of American citizens against foreign governments are likewise
excluded.

The number of investments as given in this study, strictly speak-
ing, is the number of different items of investment entering into the
total figures. It does not represent the exact number of plants in
the ease of manufacturing, sinee one subsidiary may have more than
one plant under its control. A single subsidiary organization sbme-
times conducts operations in several countries, and in such cases
the figures on the number of investments really represents the number
of countrics among which the investment is divided. Nevertheless,
the number of items of investment corresponds rather closely to
the number of subsidiaries and branches since corporations usually
have a branch or a subsidiary in each country where they have
investments. )

METHODS EMPLOYED

PREPARATION OF MAILING LISTS

It was essential that all corporations having foreign investments
be circularized. With that in mind, all possible lists of such cor-
porations were obfained ; hooks on foreign investments were studied,
and such sources as the Petrolenm Register, the Mines Handbook,
and Moody’s Manuals were scanned.  The principal cource of infor-
mation, however, was the Foreign Service of the Government. In
August, 1929, the foreign oflices of the Department of Commeree
and cerfain of the consular oflices of the Department of State were
requested to report on all American investments, as herein defined,
in their districts, together with any data on those investments that
they might be able to-ohtain, snch as estimates of the capital invested
and copies of corporate balance sheats,

By these various means the mames of about 2500 corporations
were obtained, and a questionnaive swas mailod to the president of
each corporation, accompanied hy am explanatory lotter signed by
the Sceretary of ‘Commereo, Rebont 2. Lamont. Copies of dhe
questionnnive and lletter wre given in whe appondix.  Many -of these
corporntions did mot -ndtudlly lhnve foroign invedtmonts: .athers wore
ont of 'business. A 'few rcfusell tto supply Whe dlesivedl (dlutn, ro thair
investmerits ‘tvere edtimsitetl sy '!he-mmpl'lermn ithelbnsis df iforeign-
office estimites, ‘cupitilization 'figures, [bdlunee-¢heet tw, irgportet]

‘earnings, und dtheriprivite estimiites, dfter eonallting with tive wati-
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ous regional and commodity experts in the Bureau of Forcign and

Domestic Commerce,

Over 1,750 corporations reported investments as requested. The
data supplied by them were then cheeked with all other available
sources of information to make sure that certain areas, such as
Canada and the Philippine Islands, were not omitted from the com-
{mny's return throngh misunderstanding, and that valnations had
seen made in accordance with the principles stated in the question-
naive.  These returns were then tabulated in such form that indi-
vidual corporate investments conld not be identified, while it re-
mained possible to compile the data by countries and industrial
groups. The returns themselves, in accordance with the depart-
ment’s promise, were then completely destroyed, since the informa-
tion asked for was of a highly confidential character.

METHOD OF EVALUATION

The problem of evaluation was both important and difficult. The
questionnaire asked for “the present book value or the fair market
value ” of the investment and, as a separate item, in cases of partial
ownership, “ the amount of advances and loans by the parent com-
pany to the subsidiary or affiliated corporation.”  The  present book
valne ” was taken to be the capital account plus surplus or less deficit.
The par value of bond issues, held in the l}nitml States, of American
companies confining their operations to foreign countries (except
forcign-controlled American corporations, such as the International
Match Corporation) was added to the “ present book values” as de-
fined above, along with the “ advances and loans to the subsidiary or
afliliated corporations.”  The same rule applied to bond issues by
American corporations possessing branches in foreign countries
where the proceeds had been definitely alloeated to foreign use. .

Where t‘w imvestment was one of partial ownership of the stock
of the foreign company, the market value of the holding was re-
quested—on the assnmption that the market value would, to some
extent, reflect the surp\ns or deficit position of the company more
clearly than the par value of the stock.  Although some companies
reported the market value ns of September, 1920, this value was not
nu-v,w(wl, beeanse for many stocks it represented the highest level
reached by a very speenlative market. All such returns were ehanged
to the market values ns of the end of December, 1929, Where the
stock of the foreign subsidinry or corporation was closely held, or
for some other reason was not listed on any stock exchange, it was
necessary to use its par value.

A few other exceptions to the general rules were fonnd necessary.
Some mining companies, especially in Mexico and British Colombia,
organized {o develop claims of unknown value, reported eapitaliza-
tions fixed at the time of organization. Since many of the claims,
upon being worked, have proved worthless or of little value, the
book value in such cases did not reflect the actual value, and adjust-
ments were necessary. Likewise, where unusual disturbances, politi-
cal or other, have resulted in the destruction or excessive deteriora-
tion of properties and have made such investments unprofitable or
temporarily unworkable, reductions in the reported book values have

]

been made. Some striking reductions from earlier estimates of
investments in certain countries resulted from making these adjust-
ments, notably in Mexico.

The value of open nccounts with subsidiaries, stocks of goods on
consignment, and stocks of goods in the hands of company sales
agents were included in the compilation; but accounts receivable
from foreign customers, where the title to the goods rested in foreign
hands, were not included.

Because of the fact that the ownership of mines and agrienltural
properties in Canada and Mexico by individuals in the United States
is so common that it is virtually 1mpossible to get all the required
data, omission estimates were included in the investment figures for
those two countries.

The rules deseribed above were consistently followed throughout
the study. The values arrived at by following them are far from
perfect, but they are believed to give the most reliable appraisal
possible. While it is entirely probable that the reporting officers of
the corporations interpreted particular items differently, 1t is doubt-
ful if any significant errors resulted therefrom. Greater discrepancies
doubtless arose because of marked differences in the accounting
practices and in the depreciation policies of the several corpora-
tions. Absolutely accurate figures of investment, domestic or for-
eign, however, will never be attainable, even if engineers' estimates
arve taken, for the estimates of different engineers regarding the same
property often vary widely.

Adjustments for exceptions to general rules and the occasional
inclusion of omission estimates have not invalidated the figures
given, nor affected the totals greatly. In the agregate, such qtfjust-
ments did not amount to 10 per cent of the total reported invest-
ments. Inasmuch as errors would tend to offset each other, the
variation from the standard valuation aimed at hds probably not
been greater than 2 per cent.

RULES OF GEOGRAPHIC DISTRIBUTION

Each corporation was requested to list separately its investments
in each subsidiary company and country. In a few instances, how-
ever, investments were reported in totals for large areas or for more
than one conntry. Consequently, it was necessary for the compiler
to divide those totals by countries on the basis of the best information
available. TFor that reason there is a greater margin of error in the
country totals than in the grand total.

Some of the returns reported only the total investment in a subsid-
iary corll)omtinn, although the subsidiary in one foreigm country
may conduct its operation in that and other countries. For example,
Argentina is frequently the headquarters for companies operating
in all the River l'lu(e countries and Brazil and Chile. The head-
quarters for Iuropean operations are often in Belgium. Canadian
subsidiaries of American corporations frequently own properties
in Latin America or control manufacturing or selling subsidiaries
in various parts of the British Empire. Great Britain is the head-
iuartcrs for companies doing business not only in Europe but in

ustralia, India, and South Africa, also; while French and Italian
companies are organized to conduct business in Algeria, Tunisia,

22564—30—2
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Moroceo, andd Egypt as well as in France and Ttaly.  TIn all of these
cases the most feasible distribution of the value of the investments
by countrics was made.

_In following the investment throngh to its geographic destination
it was sometimes necessary to accept as the foreign investment a
smaller amount than the actual American investment in the foreign
company, becanse a large part of the company’s property was located
in the United States. Also, in some important instances, a deduc-
tion was made for the stock of foreign companies held by American
brokers for forcign account.

American investments in submarine cables between foreign coun-
tries have been divided cqually between the foreign bases and thus
include more than the office and terminal facilities. In the case of
cables between the United States and foreign countries, one-half
of the investment was considered as foreign. ’

RULES OF INDUSTRIAL DISTRIBUTION

The classification of investments by industries and commodities

was a particularly important part of this study, since by that means
the motives for the investments and their canses might be judged
more accurately.  Beeause of the confidential character of the
information obtained from the American corporations and the
pledge of confidence given by the department as to the use to be
made of it, however, certain broad and inclusive classifications were
necessary.
. In the first place, the investments were classified as manufactur-
ing, selling, buying, petrolenm production and refining, mining and
smelting, agriculture, public-utility o werations, and miscellaneous.?
Manufacturing investments were 1Iivi¢'od into branches, subsidiaries,
foreign companies, and assembling plants.  Branch companies were
defined as those operating divectly under the United States corpora-
tion, while subsidiary and foreign companics were defined as those
ceparately incorporafed in which 50 per cent or more, and less than
50 per cent, respeetively. of the stock was owned by the American
corporation.!

The commodity classification of investments in manufacturing
and selling organizations was based on the larger and more im-
portant groups of commadities, such as motor vehicles, chemicals,
electrical products, Jeather and leather produets, including tannin
supplies, machinery, metal products, paper and pulp, textiles unﬁ
fibers, and misccllancous mannfactures,  Within these commodity
groups other divisions were possible in some instances. (A com-
plete outline of the industrial classification used is given in the
nppvndix.) .

The special groups were divided partly on a commodity and
partly on a functional basis. As examples, agricultural investments
were divided according to the product—sngar, fruit, etc.—petro-
leum as to producing, refining, or distributing; and public utility as

S Many branch and subsidiary manufacturin establishments abroad have important
sales departments and sometimes urr{ on other operations as integral parts of the
eoany busi t ereb{ king detalled segregation by functions Imgosn ble,

«This also was an arbitrary ruling, since in actual practice less than 50 per cent stock
ovnenhlttrequnlly gives control.
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to electricity and gas, steam railroad, telephone, street railway, and
other utilities. Under the heading of miscellaneous industries were
included sueh items as advertising, amusements, banking and
finance, merchandising, engineering, education, real estate (mnclud-
ing hotels), and ocean shipping.

Such classifications had to be made arbitrarily at times, but certain
fixed rules were established in order to assure consistency. Where
one plant manufactured several articles, the one of the major im-
portance was taken to cover the entire group. Mining and smelting
operations are most often conducted by a single organization. so no
attempt was made to segregate the capital involved in each of these
operations. Likewise, sugar plantations and centrals (sugar mills)
were all considered as agricultural investments under the heading.
« gugar,” hecause usually the refining of the sugar is done in the Unitoﬁ
States, and little more than the initial processing is performed on
the sugar properties abroad. The production of pulp and paper in
Canada is often connceted with a hydroclectric development, but
where they were reported together the investment was arbitrarily
classified as “ pulp and paper.”  Oil exploration companies were in-
cluded under producing. When the production and refining of
petrolenm were reportec together, the total investment was classed
as “ producing.”  Servicing facilities were classified as manufactur-
ing or elling, according to the character of the organization: for
example, a servicing unit connected with a sales company was con-
giderad as a selling enterprise.  Holding companies were listed with
the industry pre(hnuilmting in the holdings. Accessories for ma-
chinery were considered as machinery.

Retail merchandising establishments, such as chain_and depart-
ment stores, were classified apart from the sales or anizations mar-
keting American manufactures at wholesale. Real estate used in
manufacturing, even though held by a separate company, was listed
as manufacturing or selling. Hotels were classified as real estate,
and so were general development projects and city properties.
Warehouses for the concentration of pro«*ucts for sale in the United
States were considered not as real estate but as buying agencies.
Ocean shipping companies operating between the United States and
foreign countries were eliminated from consideration entirely, unless
the company was organized under foreign law.




GEOGRAPHIC DISTRIBUTION OF INVESTMENTS

The total value of American properties situated in foreign coun-
tries at the end of 1920 was $7,477,735,000, divided geographically
as follows:

3. 000
....... —= 1,058, 751, 000
Mexico and Central Ameriea______. - 017, 093, 000
South Americn 1, 547, 895, 000
102, 229, 000
304, 540, 000
149, 154, 000

B £ | et A e S N e S 7, 477, 735, 000
EUROPE

Our direct investments in Furope—as shown in detail in the
table below—amount. to about $1,363,000,000, nearly half being in
manufacturing enterprises.  Petroleum  production, rcﬁnin%, and
distribution is next in size, amounting to over $230,000,000, and about
60 per cent of this sum is invested in distribution facilities. In-
vestments in public utilities and in the selling of manufactured
articles follow in importance. The exploiting of natural resources
and the processing of raw materinls are relatively insignificant items
in the Luropean total, for in only one country does it amonnt to as
much as half of the entire investment.

GREAT BRITAIN

Great Britain, with its familine Ianguage, laws, and customs,
has attracted over one-thivd of our direct investments in Furope.
The working clanse of the British patent law has, likewise, been a
factor.  Since Great Britain is an important manufacturing and
distributing center, it is natural to find that our principal invest-
ments there are in manufactaring enterprises and in selling organ-
izations.  The special features which make Great Britain attrac-
tive for manufacturing enterprises are an abundant coal supply,
trained labor, and a large and easily reached market throughout
Europe.  Second in value, yet very significant in themsclyves, are our
investments in general merchandising and in the shipping i)usmoxs,
which surpass similar American investments in any other country
except Canada. . - I

The enterprise and relative efliciency of American public-utility
companics has led recently to investments in Great Britain,  These
investments follow by about a quarter of a century the first Ameri-
can acquisition of public utilities in England, when American bank-
ers and subway engineers took a part in the development of the
Underground Blectric Railway Co. of London.

Practically every commodity that American industry manufac-
tures in any foreign country 1s produced also in American-owned

(8)

9

plants in Great Britain. Electrical goods, machinery, and metal
products ave of first rank. Ameriean industrial-machinery manu-
facturers are enabled to cater to the industries of Great Britain and
Lurope very profitably through their British subsidiaries, by the
strategic location of coal, ivon, and steel resources, and by the possi-
ble savings in transportation costs, particularly in the case of }xenvy
machinery. Much the same considerations apply to the hardware
and the metal-products group. Other important commodities of
American manufacture in Great Britain are rubber products, musical
instruments, automotive vehicles, chemicals, and foodstufls.

GERMANY

Germany ranks second among Furopean countries in value and
third in number of American direct investments. Whereas our
direct investments in Great Britain comprise practically the whole
of our interests there, in Germany they are very small compared
with “portfolio investments.” ‘T'he special circumstances bringing
this about are discussed later on.  Of our direct investments in Ger
many, manufacturing establishments comprise nearly 70 per cent.
or $139,000,000, and most of these were nequired in the last five
years. Minority interests in German corporations are very impor-
tant, ageregating $56,000,000. The wide range of German industry
attracts n variety of American enterprises, but automobiles, electrical
goods, textile (rayon) products, hardware, and machinery are of
greatest importance in international trade and have the strongest
American support. No other type of American industrial endeavor
in Germany is of outstanding significance, although petroleum refin-
ing and distribution and the sale of American manufactured prod-
ucts employ over $35,000,000 and $16,000,000, respectively.

OTHER EUROPEAN COUNTRIES

In France, a third great European industrial nation, our total
direct investments amount o over $145,000,000, of which manufac-
turing accounts for at least 60 per cent. ‘The most imnortant
commodities manufactured there by Ameriean capital are electrieal
goods, machinery, and metal produets, but there nre many miscel-
lancous articles. Since France has no large domestic petrolenm
resources and her citizens have not aequired extensive foreign
resources, it is natural that the large American oil corporations have
substantial investments there for refining and distributing their
products,

In mo other European country are American corporations sn
heavily interested in public utilities as in Ttaly. The development of
its hydroelectric resources has been great national need. and
immense sums have been invested in that work. Of American direct
investments in Italy, public utilities account for over half. A con-
siderable volume of the American capital has also been invested in
that Ttalinn industry by means of public loans to governmental
agrencies, notably the Ttalian Public Utilities Credit Institute, and is
therefore not included in the totals given in this study. The
petroleum industry is second in value, f‘(!)llowed by small manufac-
turing investments. Direct investments in the distribution of Amer-
ican products are, as yet, of minor importance.
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Spain is another country in which public-utility holdings domi-
nate the American investments, for a number of American telephone
and electric-power companies operate there. Manufacturing is like-
wise of some importance, centered principally in the cork, cﬁectrical,
and automotive groups.

In Belgium the total value of American properties is much smaller
than in the countries discussed above, but the value of our manufac-
turing interests there is fourth in Burope. Of the $38,000,000 so in-
vested, the electrical, glass, and automotive groups account for the
largest shares. Delgium is a shipping and distributing center of
importance, and American petroleum and selling investments are
relatively heavy. Near-by Netherlands is similarly a center of
American manufacturing and distribution.

The principle noted above, viz, that foreign direct investments
vary in character in the different countries according to the re-
sources and industries of the country, explains very well the invest-
ments in the rest of Kurope. The mineral resources of Poland, the
native skill in embroidery work in Madeira, the hydroclectric power
of Norway, and the petroleum resources of Rumania are all being
developed to some extent by American enterprise.

A few American * portfolio investments ” in corporate enterprises
operating in Jurope, not included in these figures of “ direct invest-
ments,” are in securities of the International Match Corp., Kreuger
& 'Loll Co., the Hugo Stinnes Corp., the European Mortgage & In-
vestment Corp.. and the many German corporate enterprises whose
securities have been publicly offered in the United States in vast
amounts in the last few years.

CANADA AND NEWFOUNDLAND

American direct investments in Canada are double those in any
other single country. Combined with Newfoundland, they total
1,025 in number and over $1,960,000,000 in_amount.. Qur principal
interest in Newfoundland is in the paper and pulp industry.

Istimates of total American (direct and indirect) investments in
Canada range around $3,600,000,000." Those estimates include hold-
ings of Canadian governmental securities amounting to over $890,-
000,000 Canadian National and Canadian Pacific Railway bonds
to an aggregate of about $400,000,000 and, other bond and miscel-
Janeous stock holdings not included in the present study.

Total direct American investments in Canada are dimcu{t to meas-
ure. The financial and industrial relations between the two countries
are so close that individual holdings of stocks and bonds are ver
large, and, at the same time, impossible to measure accurately. It

b4 the estimate in the Financlal Post Business Yearbook, 1030, p. 27—$3,845..
ann e e et e onal Pavmeats of toe 'Detted Bistes 18 1075,
p. 81—$8,165,000,000 to $8,627,000,000. , i '
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has frequently happened sinee 1900 that American citizens have
started a company in Canada in association with Canadian citizens.
Sometimes such @ company has been predominantly American at
first, but gradually a larger and larger proportion of the stock has
been acquired by Canadians, either through direct purchases or by
purchases on the various stock exchanges. The domicile of Cana-
dian corporate bonds changes with nearly equal vapidity. Only if
all Canadian corporations and all Canadian branches and subsidiaries
of American corporations were to state the proportion and value of
all their securities held in the United States could an accurate
valuation be obtained.

Nevertheless, the present study measures fairly accurately the
value of American investments in enterprises that are lavgely ruided
by American citizens. The various totals by industries comprise
almost exclusively equity_interests, except in the ease of pulp and
paper and hydroclectric and other public-utility enterprises. Even
those exceplions make up but a small proportion of the total figure.

Of American direct investments in Canada, those in commiunica-
tion and transportation services rank first in value, followed very
closely by manufacturing, as is shown in Table II. If the paper
and pulp industry be included with manufacturing, the Iatter fav
exceeds any other group.  It-has not been so classified because- our
invostment in the paper and pulp industry is lIargely in forest
reserves and hydroclectrie installations, and the industry is pri-
marily engaged in exploiting a natural resource. SUhe mining and
smelting industry is the only other investment of major significanee
although the petroleum industry, selling organizations, and g(-nvrﬂf
merchandising establishments (notably chain storosz are important.

Canada is a country of diversified activitics, and . merican invest-
ments there reflect that fact. The utilization of raw materials, the
development of serviee facilitics, and mannfacturing ave of nearly
equal 1mportance. The enormous undeveloped natural resources of
Canada are a great attraction to foreign ca rital, especially American.
The development of those resourees h:m nl\\‘uvs called for new rail-
ronds. extended communication facilities, an additional hydroelec-
trie installations. I.conomic, social, and political eauses have been
responsible for a large manufacturing industry, especially in the
Provinces of Ontario and Quebec. As was seen 1n the cace of
Europe, American manufacturing enterprise establishes its foreign
branches in industrial areas, and Canada has been no exception.

The following table summarizes American direct investments in
Canada and Newfoundland. '
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Tante 1--AMERICAN DIRECT INVESTMENTS IN CANADA AND NEWFOUNDLAND

Numberof | Value
Industry invest- | (thousand
merts | of dollars)
Manufacturing:
Iirect beanches. ... K 22,768
Suhsidinry companies. 3 485, 098
Foreign companies. . 3 20,706
Assembling plants. . 2 6,023
Total manufacturing 524 540, 503
—— -
Paper and pulp.. 40 278,875
Mining and smeltin 123 1 400, 000
iention anc in 541,471
:'(-I(I{olcluu (produ " 55, (47
Selling. ... 1" 37,574
Agriculture 15 1 lé, ll'l)
Fishing._ . 14 5,749
Miscellaneous. . a5 &5, 711
OnA LOIA) . o ooy iiiiiaiiiiiesecemeasseerecesietmananasetieneiaians 1,02 1, 960, 320

1 Raised from $376,307,000 to allow for omission:

! Ratsed from $4,166,000 to allow for omissio The principle of exclnding property ow ned by Ameri-
can citizens domiciled in Canada was responsible for the low figure orrived n{‘ for this and certain other
{tems, such as real estate, included nodec ** Miseell e

MANUFACTURING

American manufacturing investments in Canada, exclusive of
paper and pulp, total over $540,500,000, placed in 524 establish-
ments. It is by far the largest total for any single country and has
been fostered {ty a singular combination of circumstances. These
cireumstances are (1) proximity, which minimizes the element. of
uneertainty and difliculty of control and supervision; (2) similarity
of social, Tegal, and politieal institutions; (3) presence of a large
population with a high standard of living; and (4) a tavifl policy
which not only favors Canadian industry in the Canadian market
but also gives some advantages in other markets of the Dritish
Empire. The influence of the Canadian tariff and eertain other
factors in bringing nbout the expansion of American manufactur-
inq into Canada will be discussm‘ more fully in following sections.

nvestments by American corporation in Canadian-controlled
manufacturing organizations are not numerous or large.  On the
other hand, Canadian minority interests in American subsidiaries
in Canada are numerous,. and the interest is frequently substantial.
The number of the American manufacturing investments in Canada
is much smaller than is often stated because (1) there is too often
a tendency not to distinguish carefully between all investments and
those that are purely manufacturing; (2) American companies that
are merely represented, or whose products are handled, in Canada
are often counted; and (3) there is a tendency to overestimate,
especially when some purpose will be furthered by bigger totals.

Although most American products are manufactured in Canada,
none is really outstanding. The largest groups of such commodi-

22564—80——3
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ties are the agricultural and industrial machinery, automotive,
clectrieal, Tnmber, and rabber products gronps.  (See Table VI.)
The first is an inclisive eategory made necessary by a few large
individual corporate investments.  The agricultural-implement
manufacturers cater espeeially to the very important market in the
prairic Provinces, while the industrial-machinery group serves the
manufacturing centers in Ontario and Quebec.  In both cases lower
transportation costs were one factor in the expansion into Canada.

The larger American automobile manufacturers have established
subsidiaries in Canada, primarily to serve the Canadian market
better.  Althongh these subsidiaries have a valuable export trade
from Canada, it is not important velative to their Canadian teade.
Automobile accessory and tire manufacturing have also expanded
into Canada.  Antomobile tirés are not the sole product of the
American rubber industry in Canada, however, there being a large
production of rubber footwear and other rubber goods.

Canada has fairly large deposits of iron and coal which have not
been developed very extensively to date, and the iron and steel indus-
try depends to a considerable extent npon imports of raw mate-
rials from the United States and Newfoundland. Canadian coal
fields are farther from the center of Canadian manufacturing than
the Ohio and Pennsylvania fields, and Canadian iron ore is infe-
rior in grade to that from Newfonndland and from the Messabi
district in Minnesota.  Considerable American eapital has been
invested in the iron and steel industry in Canada, however, as well
as in the manufactove of hardware and other metal products.  Some
of the eapital invested in this group of commodities, specially in
nhumipnm and nickel manufactures, could ot be segiegate] from
that devoted to mining and smelting, so the total given for © manu-
facturing ™ in the table does not cover the entive field.

A few of the other investments seem (o have been motivated
principally by the presence of abundant natural resources in Can-
ada.  Among these are the manufacture of eereal products and
other foodstufls, ineluding daivy products especially, and the man-
ufactire of Tnmber and wood products. stinlated by regulations
prohibiting the exportation of logs from Crown lands. These pro-
hibitions were started in 1900 by Ontario and were later adopted
by other Provinees.  Similar vegulations affeeting pnlpwood  are
in effeet in Quebee, New Rranswick, and British Columbia,  Their
effectivencss is enhanced by the relatively small proportion of
forest lands privately owned.®

PAPER AND PULP INDUSTRY

Nearly $279,000,0007 of American eapital has been invested in
the paper and pulp industry in Canada and Newfoundiand. This

*The per cent of privately owned forest Iands of the totil acreage In the Canidian
I'rovinees 1n as followw: Quebee, 7; Ontarlo, 3.3; Manitobn, 11.3; Saskatchewan, 10.4;
Alberta, 16.7; Nova Beotln. 70; and British Columl 18, (Canndlan Yearbook, 1020,

. 203,)
L Exclusive of holdings of the bonds of Canadlan-controlled corporations,
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investment was stimulated by (1) the vapidly dwindling pulpwood
resources of the United States; (2) the lower costs of production
in Canada, due partly to greater nccessibility of the raw materials
and abundant and convenient power resources; (3) the regulations
of several of the Canadian Provinees prohibiting the export of pulp-
wood cut from Crown lands; and (4) the free importation of news-
print paper into the United States since 1911. The influence of
the Inst of these causes was well set forth several years ago® as
follows: 2

Giving free entry to Canadian newsprint only hastened a little a process
which was bound soon to begin in any caxe. * * * Tarift or no tariff, the
puint had been reached where it was profitable for Ameriean eapital to build
newsprint mills in Canada. Raising  (removing) the taviff barrier which
had operated against the exploitation of Cannda’s pulpwwood resources merely
came at the psychological moment to hasten that process,

The investment in the pulp and paper industry in Canada at
first only supplemented American prm{nclion, but now Canada is
our chief source of supply for newsprint paper. Over half the
newsprint used in the United States is Canadian, and probably
half the Canadian newsprint industry is controlled by American
capital.

MINING AND SMELTING

» The varied and exceptionally rich mineral resources of Canada
have attracted more American” eapital than have similar resources
in any other country. Whereas in Mexico our investments in the pro-
duction of the precious metals predominate, in Canada onr largest
mining and smelting investments are in the production of aluminum,
copper, and nickel. The values of the asbestos, coal, and gypsum
properties ure also lavge. The United States produces very little
asbestos or nickel, depending primarily on (,‘nn:uln for both.

The returns from the questionnaires sent out by the finance and
investment. division showed $376.397,000 invested in mining and
smelting.  This was divided as follows: Precious metals, $44.287,000;
other metallic minerals, $295.340,000; and nonmetallic minerals,
$36.770.000. An omission estimate is made suflicient to raise the
total for the whole group to $400,000,000: it is alloeated almost en-
tirely to the precious-metals group, where many small claims could
not be accurately valued.

COMMUNICATIONS AND TRANSPORTATION

The first important American investments in Canadian communi-
cations were in the steam railways along the border, scrvi¥ princi-
pally ns feeders for the main lines in the United States. The value

® Bouthworth, Constant: * The Ameﬂw-(‘lmdln Newsprint Paper Industry and the
Tarift,”  Journal of Political Economy, ober, 1022, pp. 681-607, which sce for a fuller
discussion of this extension of American industry.
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of these investments, including the heavy holdings of Canadian
Pacifie Railway Co. common stock,” amounted to nearly $265,000,000.
This figure, of course, does not include investments in the bonds of
the Canadian Pacific Railway or Canadian National Railway.

About 38 Canadian electricity and gas, power and light, and street-
railway properties of an uggregate value of over $192,000,000 are
controlled in the United States. Most of these are controlled by
large American systems, which have acquired properties in Canada
all the way from New Brunswick and Nova Scotia to British Co-
lumbia. Some are strictly limited to municipal services; others are
connected with paper and pulp concerns and cater to industrial
organizations as well as to cities and towns.

Another group of utilities includes telephone, cable, radio, and
miscellancous utility companies.  Among the latter are international
bridges and tunnels and airways. The total value of this group of
Amorican dirvect investinents is $84,000,000.  These investments and
those mentioned in the preceding paragraph resulted principally
from (he financial strength of Ameriean companies with their tech-
nical improvements in equipment and administration.

OTHER SMALLER INVESTMENTS IN CANADA

The small investment in sales organizations in Canada is explained
by the close relations existing between American and Canadian
bisiness men.. Much of the distribution of American goods in
Canada is done hy loeal dealers or representatives, as in the United
States. Agricultural investments are smaller than ordinarily esti-
mated, primarily because the investments of American citizens
domiciled in Canada are not counted.  Among the miscellancous
enterprises the largest, in point of value, is merchandising.  Several
chain-store and trading companics selling groceries and miscel-
lancons small articles have widely scattered Canndian branches.
There are a number of American-owned grain elevators, valued at
over $0,000,000. Holdings of timberlands, other than those held by

paper companics, are valued at nearly $14,000,000.
LATIN AMERICA

American direct investments in Latin America are chiefly in the
production of raw materials, followed by communication and trans-
yortation services. Manufacturing, selling, and the miscellancous
industries are of decidedly minor importance, except in two or three
countries whose industriafl structure is rapidly becoming more diver-

° The annual report of the Canadian Paclfic Rallway Co. for the year ended Dec. 81,
1028, reported that 33.08 per cent of the common stock and 0.71 per cent of the
preference stock was held In tbe United States.
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sified. Mining and smelting investments lead in value, althoveh
they are very Tnl'gcly centered in just four countries: Bolivia, Ch e,

_Mexico, and Peru.  Agricultural investments are highly localized;

sugar in Cuba and the Dominican Republic and fruit in Cent:al
American are important. The discussion that follows has been
divided into three parts—Cuba and the West Indies, Mexico
and Central America, and South America—because the major char-
acteristics of the investments in cach of those areas differ.

_Table IIT shows American direct investments in Latin Awmerica,
divided by countries and industries.
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CUBA AND THE WEST INDIES

American direct investments in Cuba are the second largest in
any single country, amounting to about §919,000,000. This is abont
$480,000,000 less than the estimate made by the Cuban Chamber of
Commerce as of the end of 1927.7 ‘There can be little doubt that
early estimates, based on inadequate data, were much too high. The
study of the Chamber of Commeree, for example, estimated the
value of the Cuban sugar properties owned by Americans at
$800,000,000, while the data collected in this study totaled but very
little over 319,000,000, An omission estimate of §25,000,000 was
then added to this, making $544,000,000. ‘The estimate of $600,-
000,000 made by Leland IL Jenks early in 1928 compares better with
the present one.  Estimates made in 1928 were very likely to reflect
the optimism which the prosperity of the sugar industry, up to abont
that time. had generated.  Profits in Cuban sngar may have justified
larger estimates then, bt they do not now. The fignre of $544,000,000
earried in this publication as the value of the American investment
in the Cuban sugar industry inchudes over $190,000,000 of stocks
and bonds that were publicly offeved in the United States. It does
not include the larger sugar railroads and docks,

Some of the investments in sugar properties undoubtedly resulted
from financial velationships arvising out of bank loans following the
World War. Others, more numerous and of greater value, were
made hefore or since the war, beeause it was anticipated that the
United States would be a continuous and large market for Cuban
sngar, continental United States producing only about one-sixth of
it sugar requivements. It is probable that this very dependence
upon Cuban sngar was influential in helping to establish the financial
relationships mentioned above. Some of these sugar properties were
acquired by American corporations in the course of vertical integra-
tion desiened to make the American corporations independent of
the forcign producers as well as to make possible greater profits.

Other investments in Cuban agriculture, including the production
of fruit, hemp, and tobacco (where they are not carried on along
with the production of sugar) totaled over %19,500,000.  That figure
ie raised to $£31,000,000 to cover omissions.

Communieation and transportation systems arve second among the
American investments in Cuba in the amount of eapital involved.
The prineipal item in this group is the railvoads, aggregating nearly
$117.000,000. All but one of the major railvoads of Cuba, as well
s several smaller lines and many miles of cane railvoads, are con-
trolled by American capital.  The investments of wealthy Cubans
in these same properties. however, are not unimportant. The same
is true of the other Cuban utility properties, including telephone,
electric light and power, street railway, and cable and radio
companies.

Manufacturing in Cuba is not highly developed, and American
investments in that field are small. The principal manufactured
products in which American enpital is interested are tobacco prod-
ucts, but numerous other commodities are manufactured on a small
scale by American capital. The probable causes of the slight expan-

1 Commercial and Financial Chronicle, Jan. 12, 1028,
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sion of American manufacturing enterprises in Cuba ave (1) proxim-
ity, which removes in large part the transportation cost clement,
(2) the tarift preference for American products, aud (3) Cuba’s lack
of industrial experience.

Our most important miscellaneous direct investments in Cuba are
in docks, \\'m-o‘nousos, and freight-handling facilities, $24,000,000;
and in real estate (hotels, amusement resorts, ete.), $15,000,000.
Merchandising, motion pictures, iron mines, and shipping are of
minor significance. .

American direct investments in the Dominican Republic and Haiti
are largely agricultural, the yroduction of sugar predominating.
We have f:lirrv substantial hol«lin s of public-utility properties n
both countries, but manufacturing has not attracted much American
capital. The few manufacturing enterprises are local in character
and not extensions of American corporations. American investments
in selling ovganizations are likewise unimportant, since most of the
Ameriean produets distributed in the island are sold outright to
dealers or wholesalers.

Jamaica has severnl large American fruit plantations and is the
headquarters of several ocean shipping companies engaged in the
transportation of fruit and general merchandise. There are also
minor investments in manufacturing, selling, and the distribution of
petrolenm products. The other West Indian islands have received
American direct investments principally in the roduction and
refining of asphalt and petroleum, in petroleum distribution, and
in real estate holdings, the latter in the Bahamas and Bermuda
especially.

MEXICO AND CENTRAL AMERICA

Mexico affords an excellent example of the tendency to overesti-
mate foreign investments. After a very carcful and comprehensive
survey of all American dircct investments in that country and after
adding $70,000,000 to cover omissions, the present compiler arrives
at n total of $672,500,000. A recent private estimate of total Ameri-
can investments in Mexico was more than §1,500.000.000. After
making the necessary deductions for Mexican Government bonds
and Moxican National Railway stocks and bonds estimated as held in
the United States and not included in the present study, there is
still a difference of over $500,000,000. That difference avises from
the present figures being lower: Mining and smelting, lower by
$160,000,000; petroleum, $200,000,000; plantation and timber, $80,-
000,000; manufacturing, $50,000.000, and wholesaling and retailing
about $10,000,000. In public utilities the present compiler arrived
at a figure $50,000,000 higher than the estimate mentioned above
beeause several properties were acquired after that estimate was
prepared.

The probable reason for the high estimates just cited are (1) fail-
ure to make due allowance for the depreciation in the value of petro-
Jeum properties in Mexico brought about by the depletion of Mexico’s
oil resources as well as by the policy of the Mexican Government
toward those resources; (2) failure fo make due allowance for the
destruction of property, especially mining, arising from political
disturbances; and (3) failure to allow for the expropriation and

22564—30——4
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nationalization of lands in comneetion with the Government's agra-
rian policy. Some slight differences were undonbtedly oceasioned by
reason of exelnding from the present stndy the properties of Ameri-
can citizens domiciled in Mexico, Another possible source of error
is the inclination to make cach estimate a little larger than the
previous one. The danger of this is very real when the estimator is
forced to gess at the value of a large proportion of the investments
and. becanse of inadequate data, to make too large omission estimates.
_ The principal employment of American eapital in Mexico is
in mining and smelting. The mineral resources of Mexico have
attracted the attention and eapital of the world for centuries,
Nearly four-fifths of the $230,000,000 of such Awerican capital in
Mexico is invested in the production of gold and silver. Other
metals of considerable value, inclnding copper and Jead, could
not, in many eases, he segregated from the mining and smelting
of the precious metals.

The Mexiean petrolenm industry closely approaches mining and
smelting in the amount of Ameriean money employed, around
200,000,000 being invested in producing and n‘lining' oil.  Iight
or ten vears ago, when Mexico was al the peak of its petroleum
produetion. the value of the investment would have been from 50
to 100 per cent greatert’ The best estimate of the Ameriean in-
vestment in this industry in 1912 was $15000,000.2 Tn 10 years
the industry rose from relative insignificance to its peak, and in
8 more years had decreased by at least half.

Our next major investment in Mexico, in communications and
transportation, is still growing. Americans have been interested
in Mexiean railroads since the early ninetics.  Most of the Targer
railroade. not eonnected with mining enterprises, were acquired or
constrneted before 1914 but several Ameriean mining companies
have extended their railronds since that time.  The greatest ex-
pansion has taken place in the investments in communications and
public uniilities. These investments were insignificant. in 1912 but
at the present time are valued at over $90,000.000. Many of these
new properties have heen purchased from the former British and
Canadian owners.  These invesiments cover a wide field, including
electric power and light, telephone, telegraph, eable, street railway,
and waterworks companies. i

Ameriean investments in manufacturing and selling organiza-
tions in Mexico are small. The agricultural properties, though
greatly reduced from their former value, owing to eauses previously
mentioned. are worth over £64,000,000. Sugar plantations are the
most valnable, followed by livestock, frnit, and guayule rubber.

Our divect investments in Central Ameriea are principally in
two fields—agriculture and communications.  There are a fow
Ameriean mines and oil properties, none of which is worked very
extensively.  Any manufacturing carvied on by American eapital
is incidental to other and larger operations. Several municipal
utility properties have been acquired in the last few years. All

1 Production of crude petroleum in Mexlco: 1921, 108,308,000 barrels; 1026, 115,-
515.000 barrels: and 1020, 44,689,000 barrels. g‘ommcrca Yearbook, Foreign Countries,
1028, p. 430: and mimeographed release of the Bureau of Mines, Divislon of Petroleum
Econombas, No. 7"‘0.{

i Iiterary Digest, May 2, 1914, p. 1078, Amerlenn Investments in Mexico.
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in all, our investments in Central America are quite clearly of
the Lype to be expected in an avea of its natural resources and of
its stage of development.

SOUTH AMERICA. -

Our direet investments in South America have increased mnch
more rapidly in recent years than those in other parts of Latin
America. Total American direct investments in Latin America at
the end of 191313 amounted to only about $1.250,000,000, of which
those in South America made ur about 15 per cent. To-day the
total is about $3,500,000.000. of which 45 per cent is in South Awmer-
jen. This growth has vesulted from the expansion of old mineral
holdings, the acquisition of new utility properties, increased pe-
trolenm production in Venezuela, and the establishment of manu-
facturing enterprises.  (For the investments by countries, see Talile
I11.)

Chile is first among Sonth Ameriean and third among Latin
American countries in point of American eapital imested in corpo-
rate enterprises,  Over $330,000.000 is invested there in the produe-
tion of copper and niteates. The telephone, eleetric power and light.
cable. and radio companies controlled by American capital have n
value of nearly $67.000.000. being chicefly acquisitions of the last
five yemwrs, Manufacturing and selling investments are unimportant,
compared with other investments in Chile or with similar invest-
ments in Argentina and Brazil.

‘The expansion of American enterprise into Argentina has heen
broad and extensive. Public-utility properties are first in value,
with manufacturing and selling well represented.  Our investment
in selling organizations there is more than three times any similar
investment in the rest of the Latin American comntries.  This is
pavtly becanse many American corporations make Buenos \ives
their headquarters for the lower part of South Ameriea, and partly
because of (he importance of the Argentine market itsclf.

The same factors acconnt, to a considerable extent. for the value
of onr manufacturing investment in Argentina, the largest in Latin
America. Meat packing is the biggest item in this category. Oihers
of significant size are antomobiles. stone, elay. glass, agricultural and
industrial machinery, and chemieals. These establishments are real
extensions of Ameriean manufactoring enterprise, rather than loval
operations incidental to other activitios, a< is the ease in many Latin
Amerienn countries.  We also have divect investments in mining
and smelting and important petrolewm (distributing, refining. and
producing) investments in Argentina.

American direct investments in Brazil are similar to those in
Avgentina, but ave smaller. Public-utility holdings, valued at about
$97.000.000, comprise half of the total. “ Manufacturing is next in
importanee, meat packing and the automotive industry being the
largest. Chemicals and eleetrical supplies are other articles pro-
duced. Selling organizations are of considerable importance. The
largest commodity groups represented are machinery. metal. and

1 Pre-war Investments in Latin Americn were almost entirely * direct.”
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vubber products,  Precions stones and iron ore are mined, and some
rubber-producing  properties are  being developed by Ameriean
capital.

Onr investments in Urnguay are much less numerous and valuable.
Manufacturing and selling lead, meat packing being the largest sin-
gle item. Some fair-sized utility properties complete the range of
American holdings there. American enferprise has heen attracted to
Paraguay chiefly to exploit its quebracho resources and eattle lands.
There are, also, some Ameriean interests in agricultural Innds and
in miseellancons properties.  Bolivia, on the other hand, has larger
direct American investments within its bovders than Paraguay and
Urnguay combined, owing to the presence of vast mineral and petro-
loum re<otirees, Both tin and the precious metals are mined and
cmelted by American enterprise in Bolivia.

The development of Peri's mineral and petrolenm resources sives
employment for by far the largest part of the American capital
invested there. Some of (he richest copper deposits in the world are
Jocated in Pern and are possessed and worked by American corpora-
tion<.  Vanadimm and other metals are also mined. while the pro-
duetion of petrolenm.' which is largely under American control, is
increasing.  One of the mining companies controls a railroad, while
other Ameriean corporations control eables, airways, and telephone
systems. Minor investments have heen made in sngar production
and in the manufacture of cotton textiles.

Ameriean direct investments in Eeuador ave not large, for manu-
facturing is of purely loeal interest, and selling organizations are
extremely small. Our most valnable propertics i Eenador ave elec-
tric companies, cables, and gold mines.

Of the countries in the northern part of South Ameriea, Vene-
zuela has the largest American direct investments. One dominant
natural resource—petrolemm—acconnts For 4226.000,000, or 97 per
cont of the total.  When Mexiean oil production was at its peak
ceveral years ngo, Veneznela produced less than 4,000,000 barrels,
whereas' in 1929 it was the second most important produeer in the
world with 9.2 per cent of the world production.®  The extremely
large <cale of these operations in Venezueln naturally entails refin-
ing, manufacturing, and selling as integral parts of the major ac-
tivity.  Our present investment holdings include many acres of un-
explored and unproven oil Jands, the value of which may be expected
to incresse in the next few years. While other American invest-
ments in Venezuela seem insignificant alongside petrolenm, asphalt
properties and pnblic utilities are very valuable.

Ameriean properties in Colombia are much more varied and more

enerally distributed than in most Sonth American countrics. The
ﬁlr;_'c-sl of onr investments are in oil lands, valued at nearly $506,-
000,000, The oil resources are largely unproven, as major operations
ctarted in 1926, Until July, 1926, production was very small, and
Colombia exported no petroleum at all. Exports in 1929 totaled

1 Mimeograpled relcase of the Iurenu of Mines, op. cit.: 1917, 10,127,000 barrels;
1028, 12,006,000 barrels; and 1929, 13,404,000 barrels.
1% turenu of Mines, op. cit.
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18,600,000 barrels and production 20,385,000 barrels,  This increase
will probably be accelerated in the next few years, and American
investments will probably inerease rapidly in value.

Public utilities are nest in value in Colombia and include railroad,
electric power and light, and tele shone and eable companies.  Nearly
51l of these investments were m:nle in the last five ov six years. Fruit
and sugar plantations, eattle ranches, coffee plantations, and aeneral
farming lands are owned in considerable number. Mineral resources,
including precious stones, gold, silver, and platinum, are being mined
by American companies. River navigation, banking, manufactur-
ing, and selling and purchasin operations in Colombia are all con-
ducted by Americans on a mmizerum scale.

The Guianas, British, French, and Dutch, are of but minor inter-
est. Some timber and mineral resources are being exploited, and

there are other lesser activities involving American capital.

AFRICA, ASIA, AND OCEANIA
AFRICA

Africa did not attract American capital until the last few years.
True, a few straggling enterprises were established in South Africa
before the World War, but_they were very small. The Union of
South Africa, and other British Africa close by, has three-fourths
of all the American capital invested in that continent. Since 1920
nearly $39,000,000 has been invested in South African (inclnding
Rhodesian) mines, by far the larger part of it in the last three years.
South African copper mines with ores of high metal content have
been producing at_such a greatly increased rate that they have
proven very attractive to large American metal companies and inter-
ests associated with them.  Actual American investments in that area
are probably much greater than indieated in this study because of
the investments of Americans in the stocks of the British companies
controlling the mines. These properties are naturally attractive
beeause oFthv richness of the African ore deposits and the growing
difficulty in working the old mines of the Western Hemisphere.
Nevertheless, the American interest would. yrobably be much smaller
than it now is had it not been for a need o additional capital on the
part of the English compnanies and the ability and wil'lingness of
American corporations to invest. The latter, by so doing, are pro-
tecting their future world position as copper producers.

The principal manufacturing and selling investments are located
in the Union of South Africa, which is developing a manufacturing
industry and is the distribution center for the greater part o
couthern Africa. American distribution of petroleum products in
South Africa and in the British ports on both sides of the continent
is of considerable importance.

American investments in the rest of Africa are of minor im-

ortance—prospective oil lands, petroleum distribution, and minin
in Portuguese Africa and Belgian Congo, exploitation of the cor
and mineral resources of Algerminand petroleum distribution in the
rest of Africa accounting for the larger part.
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[Value in thousands of dollars]

Taste IV.—Amertcay Direct INVESTMENTS IN APRICA, ASIA, AND OCEANTA
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notincluded in these figures. The other large items of direct in-
yestment are sugar and rubber plantations, and distributing organi-
zations for petroleum and other products.

A recent estimate of American investments in the Philippine
Islands placed onv dirvect investments at approximately $145,000,000,
instead of the $850,000,000 arrived at in this study. The chief dif-
forences were in the manufacturing, selling, and agrienltural groups.
These differences are largely accounted for by the residence rule
adopted in this survey.

OCEANIA

The tarifl is commonly believed to be the chief reason for the
Ameriean investments in these two British Dominions.  Both Do-
minions adopted, years ago, @ tarifl policy for the promotion of
domestic manufacuring.  Other factors, howéver, enter into con-
sideration, and it ean not be stated definitely whether without them
the present conditions would have developed. These other factors
arve the common language, (he presence of a good market, and the
great distanee from the United States, with the resultant heavy
transportation costs.

The principal commodities manufactured by American enterprise
in Australia and New Zealand are automotive vehicles, electrical
goods, chemicals, foodstufls, and several commodities in the miscel-
laneous group. Petrolcum refining and_distribution and the sale
of American machinery—agricultural, industrial, and office—employ
much of our capital.  The development of Australian natm‘uf re-
sources was o field little touched by Americans up to the end of
1929.

 —

INDUSTRIAL DISTRIBUTION

American direct investments in foreign countries vary in charac-
ter according to the national economy o the countries in which they
are located ; that is, according to the peculair demands and resources
of those countries. This observation, first made in the foregoing
discussion of the various countries in which American ca ital is
employed, will be amplified in the following short analysis of direct
investments by industries. '

INVESTMENTS IN MANUFACTURING

Investments in manufacturing establishments in foreign countries |
have been the subject of more public discussion than those in any |
other industry, ]u'lm:i‘mll - beeause they may compete with invest- |
ments in domestic }n‘m uction for export and thus reduce the demand |

for labor in the United States. [Tt is not the purpose of this study

fo enter into a discussion of this controversial point, but simply to

here because there is no investmen

rovide actual data upon which others may base their conclusions.

o that end, it is essential that the manu acturing investments be
considered as fully as possible.

Tables V and VI show American direct investments in manufac-
turing abroad classified by types of establishments and commodities
produced. ;

TauLE V.—AMERICAN MANUFACTURING INVESTMENTS Anroap BY Types or
. OROANIZATION

[Values in thousands of dollars]

Branch Subsidiary P"'g&;‘.g’“' Assembliog Total
Geographic area N
N,;;ﬂ vatue (NI value (NI Value Num- yalae (NI Valve

FBurope. _....ccoccuneeaas 19 4,630 | 319 | 427,511 61 | 160,221 B4 | 36,503 | 453 628, 895
Cannda ! 78 | 28,768 | 389 | 455,008 36| 20,706 21 6,023 | 524 540, 593
Latin America. 49 | 40,431 89 | 160, 756 4 413 1| 20,35 ( 153 230,059
Asin and Afriea. . 2| 11,78 22| 38,607 6| 19,604 9| 14,034 o 84,088

Australia and New Zen-
and.cccaciasanan Saass 1] 2,583 0| 32,202 2 000 6| 14,281 42 49,818
Qrand total....... 170 | 97,165 | 848 [1,144,202 108 | 201,604 | 101 | ©1,200 ;l. 6 | 1,534,351

1 Exclusive of *paper and pulp” which amounted to $278,875,000. Paper and pulp have been excluded
t in the other i nparable to it in ch or glze,

(29)
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TABLE VI—COoMMODITY DISTRINUTION 0F AMERICAN MANUFACTURING INVESTMENTS
Auroan

[Values in thousands of dollnrs]

Asinand | Australia and

Furope Cannda Latin Amerfen ‘Mrica New Zealand
Commodities G
Nt:le'r“ Value N‘;’;:‘ Value N,‘:," Value N&':' Value va Value
Motor vehicles: -
Antomotive vehicles...| 30 | 79,210 6| 56007 6| 3122 () (0] (0] (0]
Autonntive accessorles,| 13 4,174 a2 s .
Other vehicles. ... (U] [0} 5
Chemirnls

Pharmacentieal  prod-

et .. 13( 6 207 10 4,102 () [ I e ® ™
Toilet preparat 38 § 2 , 224 (3 1
Other chemienls.

Electrical:
Flectrienl  nnd  tele-
phone  equipment

and supphies. ........ 42 [164,014 2 55, 800 5 8,662
Foodstulls:
Cereal products. o ) 12 00| O® (" B
Reverages ... 5, 867 5 3,754
Other foodstufls, . 32| 25387 23| 118,013
Machinery:

Agrienltural and  in-

dustrial machinery...| 51 | 50,724 40 L] 8,324
Other machinery....... 13 | 10,472 16 ® ®
Metal products;
Iron and steel produets | () ) 13
Hordware. ...

4 16 | 30, %19 n2
Silverwnre, elc.. ) 0
Other metal products..! 36 | 20,516 20
Leather and products.
Lumber atl produets

818

p *) ) 7 40 19,20 [ ) feeeeai]eaneeaes

1) (1] (OO " " 1R (V] (9] ™ (51N P FReen
Olhrrt:‘m{'ﬂ .......... an| a2 21 [0} (O] 20| 20,118 | ¢ "
scell: 13 munufac- -

Mx‘fx:‘:s.mc.r!'._‘ ............. s2 10,28 | 4w | ak43w | 17| K981 9| 2,085 9| 10,703

Grand total .......... 1w Iﬂl‘l'ﬂ 524 | 1510, 593 m;'m,h.wl o | 81,088 | 42| 49,818

|

1 Inclicded in “*Agrienltural and industrial muchinery."

1 Inchyled in “Automotive cles.™

3 Inelisded in “ Other chemieals, *

o Ineladded in * Plarmacentie s poodaet s,

# Included in  Other tondstufs ™

¢ Included in ** Misevibinoovs nanufactures,”

T Included in "izllu-r lm-mll products.”

. ofon S Other testiles. '

' 'l-"\r:;l’|:|vlv|:f “ Paper and puip’* which amounts to $278,875,000.  For a dizcussion of this investment
soe the disenseion of investments in Camda,

American capital has gone into manufacturing enterprises in
Europe to a greater extent than in any other part of the world,
This movement is not entively the result of the unusual circum-
stances brought about by the World War, since the extension of
American manufacturing enterprise had as early a start and by
1914 was as fully developed in IBurope as in any other area. These
investments in ISurope are localized to a greater extent than is usu-
ally imagined; over 40 per cent of the ISuropean total is concen-
trated in Great Britain. This has undoubtedly been the result of
the wide scope of the British market, lproximi!,y to the market of
Contigental Europe, the readily available materials, adequate distri-
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bution facilities, and the abundant supply of labor trained for over
a century in factory work. Germany and France follow in the
value of American investments in manufacturing.

American manufacturing interests are popularly believed to be
more extensive in Canada than elsewhere abroad. This belief is
correct as to their number but not as to their value, no doubt because
of the case with which small-sized plants may be operated there, com-
pared to more distant Burope. Geographical proximity makes it
possible for small concerns to benefit from the advantages of serving
Canada through Canadian plants.

American manulacturing enterprises in Latin America have heen |

dustrial structure and presenting the best market for manufactured
goods, namely Argentina, Brazil, and Cuba. For the most part,
fmwcvm‘, expansion into these countries is not strictly comparable to
that into Europe and Canada, since American capital in each is prin-
cipally engaged in utilizing a natural resource, largely for export;
the manufacture of tobacco products in Cuba and meat packing in

established |n‘incipnllf' in the countries developing a diversified in-

Argentina and  Brazil. [Neverfheless, actual extension of plant,

method, management, and product from the American establishment
because of marketing possibilities has taken place in a number of in-
stances and is constantly increasing. In most of the other countries
of Latin America the manufacturing operations are principally
carried on incidental to major operations of another type, as, for
example, the manufacturing of shoes by fruit and sugar companies.

Our manufacturing investments in Asia and Africa are, as a
whole, of very minor importance. Those in India and Japan are
sigmificant ns exceptions to the general rule in that section of the
world.  In Australin and New Zealand investments in factories are
important principally as related to our total direct investments there.

TYPES OF ORGANIZATION FAVORED %

The form of organization most frequently adopted by American
corporations for their forcign operations, as can be seen from Table
V, is the subsidiary organized under the laws of the forcign country.
This is speeially {rue in Lurope, Canada, and Australia, and to a
lesser extent in Latin America also.  The principal reasons for this
are, first, that such incorporation gives a degree of local color to the
organization that is eflfective in overcoming any antipathy to foreign

oods and, second, that certanin advantages in taxation and in the
readth of operations permitted by law frequently result.

The operation of direct branches in Canada is of minor importance
when compared with subsidiary companies incorporated under
Dominion or provincial laws. Plants operating as branches are
usually small, owing chicfly to laws regarding incorporation and
registration. Incorporation under Dominion law entitles a foreign
corporation to operate anywhere in the Dominion of Canada; in-
corporation or registration under provincial law legalizes operations
only in_the Province concerned. Since there is no provision for
registering under Dominion law, incorporation is the plan most
often adopted. Other reasons for incorporations in Canada are:
(1) Subsidiaries have to submit only their own statements to the

'/‘g(' ’h)\‘) |
a 9@5436
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authorities, while a branch must submit statements for the parent
company as well; and (2) in come Provinces taxation is based on
total authorized capital which, in the case of a branch, is the capital
of the parent company.

Our investments in foreign-controlled corporations are largely con-
fined to Jurope. The large and well-established organizations there
have suflicient prestige to attract American capital.  Ilowever, the
chief factor causing this development has been the dearth of invest-
ment capital in Europe since the war. In order to finance neces-
sary modernization and-expansion of their plants, many European
manufacturers have found it expedient to sell minority interests to
strong American corporations.  In the normal course of events man
such minority intevests are granted in veturn for the right to wan
special American patents and processes.

Ameriean assembling plants abroad do not bulk large in the invest-
ment fignres. 16 must be granted, however, that the distinetion he-
tween assembling and manufacturing is a diflicnlt one to apply in
a stiddy of this kind, and that some of the investments here classified
as manufacturing might be considered as assembling.  Nevertheless,
the fignres given in "Table V provide an adequate basis for the con-
clusion that assembling operations are of the greatest importance in
nonindustrialized areas. '

COMMODITIES MANUFACTURED IN AMERICAN-OWNED PLANTS

The principal commodity group in which the Americans are inter-
ested in Furope is the manufacture of clectrical and telephone equip-
ment and supplies. American electrical intevests were well estab-
lished in Earope before the World War, but their growth has been
especially marked in recent years. These investments kave been
made primarily by corporations of great financial strength and pos-
sessed of the most advanced methods of production possible. These
two factors—financial strength and teehnical knowledge—have been
of considerable foree in bringing about the tremendons foreign ex-
pansion of such American corporations in the past few years,

The European expansion of the antomotive and machinery groups
is governed by the same principles as the electrical industry. The
range of these investments is exceedingly broad, covering 43 auto-
motive, 51 agrienltural and industrial, and 13 other machinery in-
vestments,  The articles mannfactured range from typewriters to
mining machinery and from windshield wipers to automobiles.
American havdware and other metal products are likewise manu-
factured extensively in Kurope, especially in Great Britain, where
the metal industry has long been important.

In the ecase of a few products, the presence of a raw material or
particular local skill has drawn our investments in European manu-
facturing. Among such cases are Spanish cork, Madeira embroi-
deries, and French fancy glove skins. The American investments in
other commodity groups is given in Table VI. (IFor a fuller de-
scription of the articles included in these various groups, see the
appendix.)

anada has drawn American enterprise of all kinds, and no group
is really outstanding. Latin America is different; $118,000,000 of

33

direet. American investments there are centered in the foodstuffs
group, in_which tobacco and meat ave the important items. The
amounts for the other areas are too small to warrant picking out

“uny commodities or drawing any conclusions.

INVESTMENTS IN SALES ORGANIZATIONS

Investments in sales organizations abroad are relatively small,
amounting to only about %362,000,000. A large part of the actual
sales investment was, of course, included with manufacturing.

The distribntion by areas corresponds well to the importance of
the various areas in the export trade of the United States in manu-
factured goods, excepl in the case of Canada.  As was explained in
the discussion of that area, this is true beeause of the importance of
direet dealings between Canadian wholesalers and retailers and
United States manufacturers.  The centralization of these organi-
zations in countries like Gireat Britain and Argentina, distributing
centers for large contignons areas, is stich as would be expected.

PUBLIC-UTILITY INVESTMENTS

The communication and transportation properties of American cor-
porations are among the most valuable 0} our direct forcign invest-
ments.  They total over $1,625,000,000, more than half of which is
in Latin America. Canada, with over $540,000.000, is second while
the shares of Iurope and the rest of the world are very small in
value. This distribution by areas is sufficient to suggest that these
investments move principally to the capital-importing countries.
This is especially true in the initial construction of publie utilities,
because of the technieal experience required for constructing and op-
erating such serviee facilities. Differences arising in  operating
eflicieney in different countries canses some surprising investments at
times; for example. the electric power and light properties owned by
American interests in Great Britain.  Nevertheless, those are the
exceptions, as a closer study of the investments in individual coun-
tries reveals. The principal American investments of this type in
Europe are in Italy, which has needed foreign capital for its new
developments.  The investments in electric power and light proper-
tics in Latin America and in telephone utilities in Europe have been,
in large part, due to a need for new capital to finance a rebuilding
and expansion of old utilities.

American direct investments in foreign railroad properties are
valued at over $587,000,000.* Most of the American railroad invest-
ments in Canada and Mexico were made in the course of the original
construction. These propertics serve three purposes; (1) they con-
nect valuable freight areas with the main lines of the American cor-

oration as in Canada, (2) they are part of large plantation or min-
ing operations, serving, to some extent, the community as well. and
(3) in certain small near-by countries, such as some roads in Cuba
and in Central American countries, they are run as independent
businesses.

1 Excluding the Pannma Rallroad Co,, which is owned by the United Stntes Govern-
ment, and holdings of bonds of forelgn-controlled raliroad companics.
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INVESTMENTS IN PETROLEUM

The petrolenm  companies of - the United  States  have over
S1.115.000000 invested i oil Tands, refineries. and distribution facil-
ities in foreign conntries. More than two-thivds of this is in il lands
and refineries. The principal value in this group, of course, lies in
Jands with their potential resources. In Eurepe. however. our direct
investments in refineries greatly exceed those in oil lands. This is to
be expeeted, sinee Rumanin has abont the only valuable oil lands in
Europe open to foreigm companies, while the rest of Burope demands
an enormons amount of petroleum products. The investment.in pe-
trolemn distribution in urope is the heaviest in any arca.

The petrolenm Tands in which American companies are interested
are. (o a very great estent, loeated in Tatin America. principally in
Meai “enezneln. Some valuable properties are located in
Argentina. Bolivia, Colombia, and Peru. Distribution invesiments
that can be searegated from the producing operations in Latin
merien do not involve very heavy investments, It is only ina few
of the principal ports of the West Tndies, Argentina, Brazil. and
Chile that there are important installations solely for this purpose.

The oil Iands of India and those of the Netherland Fast Indies
have been almost entively reserved for British and Duteh interests.
It was only after mueh negotiation, that Americans obtained a share
in the oil vesources of Traq.  Those negotiations resulted in Nmeri-
ean petrolemmn interests associating themselves with certain foreign
corporations in an organization to work that field. I'lie unremitting
search for potentinl il fields is well illustrated by the fact that an
American petrolennt corporation began explorations in China before
the war and that to-day other corporations ave actively interested in
the possibilities for petrolenm in Angola (Portugnese West Afriea).

MINING AND SMELTING INVESTMENTS

Ae pich as ave the mineral resourees of the United States, Ameri-
can mining interests in forcign countries date as far back as 1829,
The earlier investments were in gold and silver mines in Menico,
long renowned in history and romance for its mineral wealth. How-
ever. the Ameriean properties acquired during that early periol are
not now the largest, nor the most valuable. - Ouy forcien mineral
investnments of the twenticth century have been larger and more
mumerons, and they have <hown a sustained trendd, which seems to,
indieate that they Tiave been dictated by sonnid business poliey,

The production of copper in the United States is not suflicient to
meot entirely the needs of our manufacturing industry with its ex-
tensive employment of copper and copper produets in its domestic
and foreign trade. This condition has necessarily stimulated a
search for eopper-producing properties in foreign countries. In
other words. a chief motive on the part of the American corpora-
tions in making foreign investments in copper has been to profect
themselves against the future depletion of their reserves and against
the enforced nbandonment of any or all of their domestic and foreign
trnde. This motive has been very prominent in the recent invest-
mepts in the newer fields of production and was a factor in the ex-
pansion in Canada, Chili. Mexico, and Peru since 1900. Iron
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deposits in Cuba have been held for years in a largely undeveloped
stage for this same purpose.

< 'hnis policy of supplementing American resources is more clear
with regard to other minerals. The United States has but insignifi-
cant deposits of nickel and vanadium, althongh those metals are in
great demand here.  American corporations, favored. of course. by
the wmple supply of investment funds in this country, have pur-
chased and developed nickel deposits in Canada and the vanadium
deposits in Peru.  Similar examples of investments resulting from
this policy are Bolivian tin, Colombian platinum, and Chilean
nitrates.

Mining investments at the present time are quite largely confined
to the Western Hemisphere. Those in South America aggregate
over $150,000,000, those in Canada $100,000.000, and those in Mexico
and Central Amerieca $240,000,000. In the future Africa will proba-
Dly show an increase, since that area has great mineral potentialities.
American mining investments in Africa now total over $43,000,000.

AGRICULTURAL OPERATIONS

Our direct investments in agriculture abroad aggregate over
875.000,000, and are practically confined to near-by areas—Cuba,
Texico, and Central Amerien. Sugar properties alone niake up
neavly three-fourths of this total. To Canada our direet investments
i agrienltire ave very simall Tor two reasons, the first and more
basic being that general agriculture is not well suited to large-scale
methods, aund the second being that, by delinition, investments
incidental to migration of labor are not considered in this study.
Lavge-<eale sugar and froit production in Cuba, Central Ameriea,
and the West Indies is possible beenuse of cheaper land and labor
and highly favorable climatic conditions,  Rubber production is
made possible on large American plantations in the Far East by
the same conditions. and is heing attempted in Brazil. Liberin, and
the Philippine Islands as well. The guayule rubber of Mexico has
been utilized by Americans for many years. Rubber plantations
are principally” the properties of large rubber-products manufac-
turers and total over $30,000,000 in value. IFruit and rubber planta-
tions and, to some extent, sugar plantations eall for enormous initial
outlays of eapital, which makes it very diflicult for individuals to
compete with corporations. Cattle raising abroad under American
enterprise is on a moderate scale, although at one time there were
substantinl American investments of this kind in Mexico. Unset-
tled conditions, however, have made this business unprofitable and
extremely uncertain; hence, it is now of very minor importance.

MISCELLANEQUS ENTERPRISES

The miscellancous group, composed of severnl of the smaller in-
vestment items, aggregates about $475,000,000. The largest of these
items is general merce handising, valued at over $80,000,000, princi-

gall invested in Canada and Grent DBritain. The next largest is
anking, with about $75,000,000, the largest parts of which are in
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Europe, Latin America, and Canada. - Some of the largest bankin
groups do not place a definite sum of capital account at the (lispusxﬁ
of their foreign branches, and for that reason the figure here given
does not represent the total banking capital employed abroad. An-
other unsatisfactory figure is that for the foreign investments of the
motion-picture indust rf'—$ 12,000,000—Dbecause it was not possible in
all cases to ascertain the value of the films owned abroad for lease.
Investments in ocean shipping and freight forwarding amounted to
about $60,000,000 and in real estate about $30,000,000, chiefly hotels
;«}“d amusement resorts in Canada and_Cuba and office buildings in
urope.

CHRONOLOGICAL DEVELOPMENT OF AMERICAN DIRECT
INVESTMENTS

American enterprise began to expand abroad as carly as 1829. The
movement, however, was not sustained, and American foreign invest-
ments merited little attention until after 1900. The latter date
marked the peak of a period of prosperity in the United States which
coincided with financial stringency and political disturbances in
Europe, and provided the impetus for the first real international
interest on the part of American financiers and industrialists.

EARLY ESTIMATES !

In 1900 a very careful and comprehensive estimate of American
investments abroad was made by Nathaniel T. Bacon. It provides
an interesting comparison with the present study, since at that time
our total investments abroad were in large measure direct invest-
ments. Mr. Bacon’s estimates were as follows:

T g ¢ PR RS S EEE LSS S $10, 000, 000
COMAAN e e e e e e m e i e 150, 000, 000
Y O d 1o U ————— PSS L LRt L Ll 185, 000, 000
O e e —eem 50, 000, 000
West Indies (including Porto RICO) oomvmemee 10, 000, 000

35. 000, 000
10, 000, (00

5, 000, 000
45, 000, 000

South Ameriein oo
Confral Amervien e
China, Japnn, and Pacifie Islands
Life Insurance guarantee investme

O ]2t s s e s e ot e g S L 500, 000, 000

To make Mr. Bacon’s and the present estimates comparable, the
jtem “ Life insurance guarantee investments ” is omitted. It is prob-
able, also, that his estimate for Mexico included some Government
bonds and possibly some railway bonds; since a $110,000,000 issue of
Mexican Government bonds had been floated in the United States
and Europe in 1899, $25,000,000 of which were said to have been
reserved for sale in this country.'

In view of the information now at hand, Mr. Bacon’s estimates ap-
peat to have been reasonably accurate. The data collected in the
present study show that of our present foreign investments, 21 manu-
facturing and several selling and miscellancous organizations were
established in Europe before 1900, 15 manufacturing and 3 mining
and smelting enterprises in Canada, and 1 railroad and at least 10
mining and smelting enterprises in Mexico and Central America.
Several investments in tobacco manufacture in Cuba and in sugar
and fruit properties in Cuba and Central America had also been
made by that date.

11 American International Indebtedness, Yale Review, November, 1000, p. 265 fT.
15 Commerclal and Financial Chronicle, July 8, 1899, p. 60, and July 15, 1899, p. 141.
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Starting around 189 we inereased our direet investments of prac-
tically all classes, more especially in manu facturing and selling
enterprises.  Irom 1900 to 1913, inclusive. 116 Ameriean factories
now operating in Canada and 76 now operating in Lurope had their
inception. This was, also, one of the major periods of American in-

vestment in foreign mining, fruit, agricultural, and railroad opera-
tions.
In 1912 another estimate of American foreign investments ap-

peared.'” It gave our investments abroad as follows:

PO e e e e e S200. 000, 000
Cannda__ 400, G0N, Q00
Mexico. . KO, 000, Ot
[ 3117 peiaron 2920, 000, 0

West Indies. coeeveu- 7,900, 000

Central Amerien.. oo oooneeem 40, D00, (00
South Amerlen_ oo 175, 000, 000
Near Fast. 10, 006, (00

50, D00, 000

1. 902, 500, 00

T O T ————y SRR LSSt ba

RTT | URS s SRS PR S 2 LR s L

Mr. Oshorne’s estimate for 1912 is not =0 comparable to our present
study as is Mr. Bacon's for 1900, sinee ceveral large forcign govern-
ment issties had been sold in the United States (notably the Japa-
nose isstes of 1904, 1905, and 1907 Philippine honds of varions dates,
and numerous Mexienn, Canadian. and European issues). and these
issues were probably ineluded by Mr. Oshorne in his estimates. A
deduction of $175.000,000 to €205 000,000 wonld probably suflice to
render the estimates comparable. That deduction might he divided
roughly as follows: Mexico, $100,000000: 1 Tast (Janan). $15.-
Q00,000 Canada,  $15.000,0005 LSurope, £20,000,000 ('uba, $20.-
000.0003 and other West Tndies, ST.500,000, :

The grand total of American diveet investments in all foreign
conntries rose with a rapidity unparalled in world history from
$455,000,000 in 1900 to £1,700,000.000 in 1912 and K7.478,000,000
in 1924,

SOURCE OF PRESENT STATISTICS -7

The data upon which the following disenssion is 1. ¢ were ob-
tained chiefly from the answers fo that part of the stionnaire
to Amerienn t-m'Jn'rsnlinlm asking for the = Date on which the mvest-
ment was established or on which yon acquired an interest therein.”
Changes were made in the data (it collocted to correet two types of
errors: (1) Generally the ddate riven Jdidd not show the establishment
of the fir<t Ameriean intevest, but ruther of the particular corpora-
Gion's interest: (2) sometimes the date of incorporation rather than
of original establishment was given. Fortunately, these errors nf-
fected only a small proportion of the total number. Moreover, it
was possible to correet, from carlier studies, most of those errors and
to ﬁﬁ in several of the dates that were Incking from the returns.

The number of items of investment as given in this chapter repre-
gents the number of different establishments, not the number of

19 Qsborne, John B.: Protection of American Commerce and Capital Abroad, North
Ameflean Review, May, 1012, p. 08T
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parent. American corporations. In several cases, a single company
establiched a half-dozen or imore branches in a particular year.
Such facts are noted in the text when needed to prevent a misconcep-
tion as to the development in that particular year and industry.
These data, also, show only the number of establishments still exist-
ing, not the number established each year, of which some may have
been sold or abandened.

It is to be regretted that the © undated * investments bulk so
large in the cases of Canadian mnnufacturinr and mining invest-
ments, and of petrolewmn distribution generallys The data given,
however, are probably the most nearly complete collected so far;
and inasmuch as the distribution of the undated items would prob-
ably follow closely that of the dated items. the distribution is deemed
fairly reliable.

HISTORY OF MANUFACTURING INVESTMENTS

The number of American manufacturing enterprises established
abroad each year has gradually inereased. The fluctuations follow
very closely the development of specinl commodities and the eras
| of high national prosperity in the United States. Additional factors
| controlling and stimulating our investment expansion abroad ave
| tariffs, transportation and lnbor costs, patent laws, and the avail-
ability of raw materinls.

EUROPE

American industrinl expansion into Europe started over 50 years
ago. Plants for manufacturing metal products and patent medicines
were among the first to enter {hat Continent.  These commaodities
continued prominent in the subsequent movement, varving naturally
in the exaet articles coneerned as the production of varions specialties
came into prominence.  The first really sustained activity ocenrred
in the machinery group around 1900." American agricultural and
industrial machinery mannfacturers have established factories in
Furope off and on from that time to the present, an impressive ex-
pansion taking place from 1997 to 1929, The electrical and tele-

hone equipment and supplies group entered Turope about 1902.
I'herenfter, for many years, no new development ocenrred for that
gronp, although internal growth was substantial. After the World
War, when the financial strength of the American corporations and
the weakness of industrial organizations in Enrope mue tremendons
additional investments possible, European expansion of the American
electrical industry became especially notable.

In at least two groups, automotive and chemical, the establishment
of European branches and subsidiaries has been confined to the post-
war period. The automotive industry hardly came into prominence
until the war. when European expansion was out of the question.
In the last decade the remarkable prosperity of American antomo-
tive manufacturers made possible large-scale development overseas.
Until the Federnl Government took it over during the war, the chem-
ical industry of the United States was largely German owned.  Since
tlI;wn it has grown rapidly and spread into many areas. especially
Surope.

. 'l‘ngle VII shows the dates of establishment of Ameri.an direct
_investments in European manufacturing.
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The expansion occurred in three major movements—1898 to 1902,
1908 to 1915, and 1920 to 1929. During the first period the United
States was first experiencing its growing strength as a financial
power. Its industries prospered greatly; financially, they were 1n
an enviable position, and n s )i)j_iﬂ@wqf_gpjjmism_s,ti_nm‘la_te;l expansion
both at_home and abroad. ‘he effect of this prosperity was scen
not only in new foreign establishments but in the purchase by the
local managements of the control of forcign-owned American cor-
pgrations. Some of these latter purchases gave control of alread
established foreign facilities. Among the commodities represente
in this movement were machinery, metal products, foodstuffs, and

several specialties.

b ee—re—-
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During the seeond period of expansion, 1908 to 1915, there was a
steady inerease in our divect investments in Furope. Ilad the
World War not intervened. it seems probable that the movement
would have continued increasing, with only slight setbacks at inter-
vals. There was a definite upward trend in the number of new estab-
Jishments in foreign conntries from 1890 up to the war period. The
extent of the movement since 1920 might well have been forecast
on that basis alone. The commodity distribution was very broad
and in 1910 included, for the first time, rubber Products.

During the years following each of these periods, conditions were
rather nnsettled. Between 1902 and 1908 there were several years
of stringency in the money market, especially in 1907. Business con-
ditions, generally, in the United States did not indnce much confi-
dence in the immediate future. The World War period, requiring
tremendous expansion at home, effectually stopped expansion
abroad.

The postwar period brought a resumption of the normal increase
in the breadth and volume of manufacturing investments abroad
except that 1928 and 1929 exceeded anything indicated by the trend
in the past. It is possible, however, that the abandonment and the
sale of the more recent investments will soon bring the number of
establishments during those years back to a position more in line
with the previous years. From 1920 to 1925 the number of invest-
ments varied considerably but never became exceedingly high. The
years 1926 and 1927, just after the improvement in Jiuropean eco-
nomic and political conditions (the stabilization of the major
European currencies and the institution of the Dawes plan) were
years of decided increase. The tremendous foreign expansion during
19928 and 1929, however, was remarkable not solely for the number
of new establishments, but also for the number of American cor-
porations involved, the number of commodity groups represented,
and the amount of capifal invested. The unusnal number of auto-
motive investments recorded in 1928 reflects, in part, the establish-
ment of subsidiaries in several Iuropean countrics by a single
American manufacturer.

During most of 1928 and 1929, the United States was in the midst
of n great boom. Production was at a high level and corporate earn-
ings were at their pealk. Indeed, as a result of those conditions,
many Ametican corporations enjoyed such favorable cash balances
that” extensive programs were possible withont recourse to bond
and stock issues. éﬂr yorations floating securitics could do o with
such ease and. pl_'(_\_ﬁ(_,t_m!(_lvmmy_fncrnascd their plant and equipment
abroad. A considerable item of forcign invesiment resulting from
these conditions was the purchase of minority interests in old estab-
lished European corporations that were temporarily in need of new
capital.

CANADA

The movement of American industry into Canada became notice-
able between 1880 and 1890. It was exceptional, however, and was
not followed by other manufacturing investments until 1899, when
expansion became important. This came at about the time Canada
inaugurated a preferential tariff as part of the tariff revision of 1897.
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While it enn not he definitely proven. it seems prohable that Canada’s
tarifl was not the only significant factor, cinee our industrial ex-
pansion in Iurope, where other considerations were important,
started abont the same time.  Inasmuch as the latter movement was
greatly influenced by the very favorable economie conditions in the
Unifed States, it seems certain {hat the same conditions were an im-
portant factor in the entry of onr manufacturing enterprise into
Canada. The close correlation between the peak and depression
periods in the number of investments in Burope and Canada, where
different tarifl policies prevailed. also supports this view. The trend
in the vearly dictribution of investinents Canada, as was true also
in Turope. indicates that {he movement, by a normal growth, would
have nearly reached its present development even though the last few
years seems to have been greatly affected by the aftermath of the
World War.

There were two major breaks in the upward trend of American in-
vostments in (anada—1914 to 1918 and 1925 to 1927. The first is
explained by the war and the concentration of American corporations
on the enlargement of domestic plant facilities and production for
war needs.  The second break can not be explained as satisfactorily.
Canada experienced a serious business recession in 1924 and 1925,
which may have dampened the ardor of American corporations for
new investments there. g

Table VIII shows the date of establishment of American direct
investments in Canadian manufacturing enterprises.

TapLs VIIL—AMFRICAN MANUFACTURING INVESTMENTS IN CANADA BY DATES
oF ESTARLISIIMENT

—— e e i
Ma Motor]
Food- Metal Tax- 1
Chemienls stufls Cl'r'; products ‘;‘l:; | Ules
D IR - e ] A |
3 AHRRE
o C EA
L Bils ~3 3| |7
HEERE & CEMEA LS luly
5555-;x§555‘§"§ﬁ:s“"%% 3l:5\8
" ggégs‘é‘g:'éﬁg_é_ﬁngg e% gggo
LiB|=|E = = = 2=
& ﬁaﬁ?mu&{«gq: ZIE|RE [Z|F|<|%|5|5 3=
111 R e
1 lad 1]..
2
1
1
1
3
1
i
1.
3
1l
1
5 i
i il i
7 5 3 i
9 : 1 1
1 7. 1 3
A==k et
15 T3 3 4"
16 1 3 13
19 1 3 1
12 i 2|
16 2 . i

43

Taptg VIIL—AMERICAN MANUFACTURING INVESTMENTS IN CANADA BY DNATES
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Note.—For a more nearly complete deseription of the commodity groups see Appendix.

The number of investments in Canada for which dates are un-
obtainable is exceedingly Targe, but, ns was stated above, it may
reasonably be expected ‘that they follow the trend of those that
are known, since the latter include a wide range of commaodities.
In only one group, lumber and wood products, is the sampling con-
sidered insuflicient, 2+ ont of 37 such investments heing undated.
The yearly distribution of the remaining 13 does not indicate any
marked deviation from the general trend.

In general, the early expansion in Canada was largely confined
to the machinery and metal products groups. An exception, how-
ever, was the early establishment of branches by patent-medicine
and pharnmecutieal manufacturers.  The importance of the chemi-
cal group between 1900 and 1915 is more apparent than real,
beeause most of the numerons new chemical investments were ex-
ceedingly small branches started by a single American company in
the principal Canadian cities. The history of automotive invest-
ments in Canada is not adequately shown by the dates of their es-
tablishment—1904, 1910, 1913, 1921, and 1922. So few automobile
companies manufacture in Canada that their history would be best
revealed by a record of the additions to Jlant, equipment, and
capital rather than the number of their subsidiaries. The estab-
lishment in Canada of such industries as the manufacture of auto-
mobile accessories and rubber products dates from before the war.
The most important movement of the former group occurred after
1918, while the latter preceded the antomobile industry and was at
first quite independent of it.

The exceptional volume of t:e movement into Canadla in 1929
may bz partially explained by the following factors: (1) It has
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been too recent for any mortalities or mergers to have reduced the
number in existence on December 31, 1929, and (2) one American
corporation bought out several Canadian corporations. The move-
ment in the textile group, especially hosiery, was particularly prom-
.inent. The truly remarkable fact concerning the year’s investments
was the extremely wide range of commodity groups represented.
It demonstrates very eflectively the theory that a prosperity pe-
riod, by creating a favorable psychology, induces an increase in
direct investments abroad.

LATIN AMERICA

The pre-war phase of the expansion of American manufactur-
ing enterprise in Latin America was really insignificant, except the
investments in the meat-packing industry in South Ameriea be-
tween 1910 and 1919, Tnstead of a steady development from 1900
on to the present, as was noted in Europe and Canada, the move-
ment in Latin America made no considerable headway until about
1920. So far as concerns American industrial investments, the
countries south of the United States are at present in the phase

through which Europe and Canada passed about 20 or 25 years

ago—the beginning of a significant expansion.
The number of American manufacturing establishiments started
in Latin America in each recent year is shown in Table IX.

TapLE IX.—AMERICAN MANUFACTURING TNVESTMENTS IN LATIN AMERICA DURING
RECENT YEARY
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South America is receiving divect investments of American cor-
porations to a mnch greater extent than the other parts of Latin
Ameriea, althongh in Cuba there has heen an inerease since 1927.
Our direct investments in South America are largely confined to
Argentina and Brazil, countries in which the World War gave man-
ufacturing a decided impetus and in which government policy 1is
directed toward fostering such development.

MANUFACTURING INVESTMENTS IN OTHER AREAS

The manufacturing activities of American corporations in Africa
are too few and scattered to allow of any analysis.

Iir Asin manufacturing expansion began about 1917 and has con-
tinued with some increase. }l)‘hese activities were principally in the
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textile group, together with some automobile assembling.  The for-
mer have been established prineipally to atilize a raw material, such
as Indian jute, or a native skill, as in the textile products of the
Philippine Islands and China.

Our industrial investments in Aunstralia differ from the other Far
Tastern countries in that they began very early but have not in-
creased greatly in pace.  One reason for the early beginning is that
some of the British subsidiavies of American corporations established
branches in Australin before the war. The number of factories
started in Australin by Americans, by years, were as follows: 1802,
1; 1902, 2; 1903, 1; 1907, 1; 1908, 33 1911, 13 1914, 1: 1915, 3; 1917
and 1919 to 1925, 1 ench vear; 1996, 3; 1097, 2; 1928, 4; and 1929, 2.

INVESTMENTS IN SALES ORGANIZATIONS

The organization in Europe of subsidiaries and the establishment
by American companies of branches to sell their own products be-
came n real movement about 1898, Industrial machinery and cereal
products were the most prominent among the commodities early han-
dled in this manner; selling branches of oflice-equipment manufac-
turers were also noteworthy. Between 1905 and 1914 the number
of new selling investments ranged from 2 to 11 each year. Machinery
continued to be prominent among the commodities bandled in this
manner, while meats and other foodstufls, rubber, and a few special-
ties were gradually added to the list.

The war put a complete stop to this movement. In 1919 a fresh
start. was mades all past records were soon eclipsed, the number of
new selling establishments averaging 19 per year. American auto-
mobiles and aceessories and electrieal, chemieal, and textile products
have come to be handled by direct-sales establishments in Europe.
The accelerated pace of this movement corresponds with the growth
of American exports of manufactured goodls. The marketing of
American agricultural products and other raw materinls abroad is
not handled in this way and is not, therefore, represented in these
figures,

In Canada no such extensive development occurred. The largest
number of selling or(iz:lniz:ltions started there in any one year was 10
in 1928. As in the United States, American products in Canada ave
sold through wholesalers and on direct order. One important ex-
ception to this statement is the sale of agricultural machinery, for
which sales organizations were estnblishcﬁ in Canada between 1907
and 1912,

Latin America_apparently was not recognized as a logical field
for intensive selling operations until about 1915. With the acqui-

“sition by American concerns of the bullk of the former European

export trade with Latin America in manufactured products. and
with the increasing importance of that trade to this country follow-
ing the war, the number of sales organizations increased. Indus-
trial machinery is a relatively insignificant element in this type of
investment, reflecting the lack of industralization in Latin America.
Rubber products, automobiles, pharmaceutical products, and various
specialties are better represented than the other groups and, com-
pared with commodity distribution in other areas, are of greater
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relative importance.  In the previous chapter, it was pointed out
that South America had received more selling investments in num-
ber and in value than the other parts of Latin America.

In Afriea onr dircet-selling organizations are insignificant. In
Asia they were started about 1914 They cover a wider range of
commodities than was noted in Latin America and include a greater
number of industrial and business machinery sales organizations.

While the value of our investments in sales establishments in
Australia is large, their number is so small that periods of develop-
ment can not he clearly distinguished, save that 1923 marks the be-
ginning of the most consistent expansion.

MINING AND SMELTING INVESTMENTS

Americian investments in foreign mining and smelting properties
began in Mexico as early as 1829. Of the properties slih held by
Ameriean corporations, 14 were acquired before 1900 and, of these,
10 were in Mexico. It is a truism, of course, that the mortality in
mining investments exceeds that in other fields. Many claims have
been taken up, only to be found worthless and to be abandoned.
After 1900 Canadian mineral vesources began to attract American
capital, but even then Mexico was far in the lead. The precious
metals were more important there than in Canada, probably account-
ing for the greater movement to the former. About 1910 a break
occurred in our investments in Mexico, when political conditions
became less favorable.

The mining industry is the only one where the number of our
foreign investments did not decline during the war. This was due
to the great demand for all of the metals for war purposes and to
the large profits to he realized in that field. The heaviest invest-
ments, in number, however, occurred after 1920, the greater number
then being made in Canada rather than Mexico. American manu-
facturing commenced requiring a wider range of metals, and rela-
tively less emphasis was being put on gold and silver. Canada’s
wide range of vesources consequently began to count. Asbestos
was needed for fireproofing and for brake linings.  Gypsum was in
greater demand as a constitnent of cement, plaster, and plaster
board. Aluminum was necded for houschold utensils and the elee-
trical trade, along with a large number of other uses.  Nickel alloys
and nickel plating became inereasingly prominent in the metal in-
dustry, and Canada’s monopoly of nickel resources induced large
investments. while the presence of copper deposits contributed to
the postwar expansion in Canada, being also the principal factor in
maintaining some interest in Mexican mines.

The South American mines owned by American corporations are’
not numerous but are significant because of their size. Copper is
the principal metal produced there, and several of the largest of
these properties were acquired before the United States entered
the war. Since that time, Chilean nitrate, Bolivian tin, and Colom-
bian precious stones and platinum have all drawn upon American
enterprise and capital, the principal movement to them occurring
after 1920.

In*the mineral resources of the other countries of the world,
Amerienn intevest has just been nroused. Within the last seven
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yenrs Malayan ting Polish zine, and A frican copper have all stteneted
eapital from (his conntry. Rhodesinn copper properties sre aniong
our most recent investments, and greater dv\'v\npuu-ms i the near
future are probable.

By combining the number of miuingf: investments in all parts of
the world, it is found that the peaks of the movement were in 19002,
1906, 1910, 1915-1916, 1923, and 1929, New enterprises on the inter-
vening dates were frequently very low, so that a curve drawn to
show the number for each year would correspond closely to that
for the manufacturing investments. Mining and smelting invest-
ments. therefore, apparently also depend to a great extent upon the
swing of the business eycle. - It may be worth noting that data on
the amount of money invested in foreign enterprises each year would
be more valuable than the number of investments, but they are not

available.
COMMUNICATION AND TRANSPORTATION

American foreign railway investments are all fairly close to home.
Those in Canada were made slightly before the others, owing to the
fact that they were not independent projects but were complemen-
tary to lines already established in the United States. Not less than
seven Canadian railway properties were acquired between 1897 and
1903. Iowever, the largest single investment of this type, that in
the common stock of the Canadian Pacific Co., can not be dated
definitely. 1t has been stated that in 1910, 10 per cent of the com-
mon stock of that company was held in the United States, 10 per
cent in Canada, 65 per cent in Great Britain, and 15 per cent on the
Continent in Europe.r® In 1928 the holdings were divided as fol-
Jows: 33 per cent in the United States, 17.5 per cent in Canada, 43
wor cent 1n Great Britain, and 6.5 per cent in other countries.®
This greal increase has been due to the presence of an adequate
supply of investment capital in the United States since the war.
Our other railway investments abroad were partly due to that factor,
also, althongh they were in part financed by bonds floated in Europe.

The important American railway projects in Mexico were built
after 1900. Some of the larger projects weré connected with existing
American lines, as in Canada, but many of them were built to roach
partienlar mineral deposits held by American companies.  The other
major railroads under American control in Latin America were
acquired or constructed between 1905 and 1913. That was a period
of {remendous railway expansion in the United States, and it natur-
ally carried over into near-by countries, since funds were available
at low rates.

In general, our largest and most numerous acquisitions of tele-
phone and clectric_utilities have been made since 1922, although
American interest in such properties in Canada dates back nearly
50 years. 'The years 1027, 1928, and 1929 exceed all others in number
and value, which fact strengthens the belief that such investments
are more largely the result of financial conditions than of any other
factor. The greater part of the utility investments in Europe, par-

® Fleld, . W.: Capital Investments in Canada, p. 87.
# Annual report of the Canadian Pacific Rallway Co. for 1028,
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ticularly in Ttaly, clearly demonstrates that point, although the
element of more advanced technique tended to make them more
feasible,

PETROLEUM INDUSTRY

The American petrolenm industry for many years depended en-
tirely on domestic resonvees and ifs first expansion into foreign conun-
tries was in the facilitation of its export trade.  Before the turn of
the century the distribution of petrolemm had led to foreign invest-
ments, which have since continned in large nmmmbers.  The earliest
American establishments of this type of which we have record, were
in Europe about 1899. A few years later a world-wide expansion
took place, but the period of the greatest number of such invest-
ments began in 1920, owing to the inereased consumption of petro-
Jeum for antomotive transportation and to the advent of oil-burning
vessels,  In Burope the peak years were 1920-1923 and 1928,

Phe acquisition of foreign oil-producing properties by American
petrolenm corporations began about 1907, Some of these earlier
woperties were acquired from British companies operating in Mex-
1co, hut the later acquisitions have resulted principally from explo-
rations by the American companices themselves.  Our lavger Mexican
propertics were acquired avound 1917, the heaviest production oceur-
ring a few vears later. The Mexican development was well under
way before any concessions were obtained in Colombia.  There the
movement started in 1915, but came to an abrupt stop in 1925, pwing
to uncertainty as to the Government’s futwre policy regarding pe-
troleum resourees in that connfry.  Venezuelan oil lands were first
acquired by Americans in 1910, but it was not until 1919 that the
movement reached large proportions.  Since 1910 important invest-
ments have been made cach year.

The large petrolenm companies of the United States have been
singularly free from dependence upon the money market. Their
eash and sarplus position has been and is remarkably rood, so that
the foreign investments in this field do not conform to the prosperity
curve as do the others. The international race for the control of
petrolenm lands and the fact that concessions do not always require
a large immediate outlay of capital have been influential, likewise,
in freeing this type of investment from the control of the finaneial
factor.

PAPER AND PULP

The paper and pulp industry is very nearly a ease of absolute
international migration of industry, as contrasted with the mere
extension of enterprise. The process has been a gradual one and is
not yet completed, but. it snro‘y has been working toward that end.
Timber rights in Canada were obtained by American paper com-
yanies ns early as 1870, Other acquisitions were made in 1898, 1901,
1902, 1905, and 1909, Many, if not most, of these Iatter investments
werein pulp mills as well as in timberlands,  Since 1909, in which
year they were two in number, the acquisition of paper and pulp
properties has increased as follows: 1911, 35 1914, 1; 1916, 3; 1920
5: 1921, 2: 1922, 15 1924, 33 1925, 13 1926, 3; 1927, 5; 1928, G; muf
1929, 2 (undated, 2). To-day the larger part of the production of
many of the American paper companies is in Canada.
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One of the reasons ordinarily given for the migration of the pulp
and paper industry to Canada is that the Canadian I’rovinces with
the largest pulpwood resources have prohibited its export in unman-
ufactured form when cut from Crown land—and a very large
percentage of the titmberlands of Canada is Crown land. The re-
strictions mentioned began as early as 1900. Statistics given in the
Canadian Yearbook of the production and export of pulpwood in-
dicate a rapid decrense in the proportion the latter was of the former
in recent years, as shown by the following figures: 53.6 per cent
in 1908, 55.8 per cent in 1911, 31 per cent in 1920, and 28 per cent
i 1925, This decline was the resu‘t of greatly increased production
rather than of decreased exports.

In 1911, about the time when the tariff reciprocity between the
two countries was being discussed, the United States placed stand-
ard newsprint on the free list. In the same year, three new Ameri-
cun rnpcr and fmlp properties were acquired in (‘.amuln, the largest
number up to that time. There was no concerted movement of such
investments into Cnanada, however, until 1920, 1921, and 1922, at
which time it could not be attributed solely to the tariff advantage
given in 1911,

As stated previously, the first concerted movement occurred from
19201922, but the heaviest period was between 1924 and 1929, with
the peak in 1928. The explanation is that the resources of the
United States nbout 1911 were very nearly suflicient to satisfy the
demand. The incrense in the demand has been very great since then,
while domestic resources and production have dwindled steadily.
Beeause of the lower costs of production in Canada, together with
the other circumstances just mentioned, the migration was inevitable
and probably wonld lave occurred regardless of the provincial
restrictions or free entry into the United States. The very large
number of new establishments in 1927 and 1928 indicates that a high
level of economic activity in the United States was also a factor.

AGRICULTURAL INVESTMENTS

I'he data on our agricultural investments in Canada are not suffi-
cient to jusﬁfr any analysis or conclusions. In Latin America. hoyw-
clermine trends and probable causes. The investments

« sugar plantations, nearly all of which are in Cuba and the West
Ladies, are the oldest, dating back to 1886. The first heavy period
of acquisitions occurred in 1904, 1905, and 1906, when 1, 2, and 5
properties, respectively, became American-owned for the first time.
That was followed by eight years of comparative quiet, after which
a new movement occurred : 1914, 1; 1915, 3; 1916, 35 and during the
next three years, 1 ench. The increased demand and higher prices

.resulting from the war were the probable causes of this develop-

ment. After n slight Iull, 3 new properties were acquired in 1919,
5 in 1920, 4 in 1922, and 3 each in 1023 and 192+ A goodly propor-
tion of these probably resulted from previous interests of a purely
finnneinl character, such as bank loans, coupled with the *hard
times ” experienced by Cuban sugar producers about that time. The
pre-war phase of American investments in Cuban sugar conforms
to the period of prosperity and business expansion in the United
States, In many cases the direct investments were made to give -
American corporations control over their essential raw materials.



90

The postwar phase came when a period of depression in the sugar
industry followed a period of great prosperity.

The expansion of American investments in the produe tion of
tropical fruits began abont 1899 and has had two major periods of
growth since then, 191 1-1912 and 1925-1928. These fruit companies,
like the oil companies. have been little affected by money-market con-
ditions and have expanded without a great amount of outside help.
They have, of course, been affected by the purclmsing power of their
consumers and have acquired new properties as new sources of sup-
plies were necded. It should be noted that the growth in the acrenge
and value of investment was much more gradual and better dis-
tributed by years than the distribution of new investments sugrgested
above indicates.

Most of our foreign cattle ranches and general agricultural prop-
erties are loeated in Mexico and were aequired between 1900 and
1910. ‘The number is undoubtedly much smaller now than it was
10 or 20 years ago.

American rubber plantation investments in Mexico date from 1900
to 1907. thus predating by a decade the American-owned plantations
in British Mn\n.\'u and the Netherland Bnst Indies. The Far Eastern
propertics were acquired after 1911, {he greatest number in 1917.
Other developments along this line have taken place in the past four
or five years and were partly inspired by attempts at production
control in the Far East. The earlier plantations quite definitely
were inspired by the great inerense in rubber manufacturing in the
United States and the desire of American corporations to possess
their own independent sources of supplics.

DEVELOPMENT OF OTHER INVESTMENT HOLDINGS ABROAD

Among the miscellaneons investments in Furope, it is found that
the motion-picture expansion began about 1919 and has been very
heavy since 1923, Banking investients have largely developed
since the war, although the correspondent system and the associa-
tion of American and BEuropean investment bankers date from the
nineteenth century.  Ameriean merchandising first invaded Europe
in 1910, while the largest shipping investments were made from
1900 to 190+

In Canada these miscellancous investments centered in the years
1909, 1920, and 1929 In 1909, the construction of grain clevators
dominated: in 1920, real estate (hotels) and banking; and in 1929,
fishing, fish packing, and merchandising.

The rest of the world, as usnal, showed only @ postwar develop-
ment. with the expansion of American banking and motion-picture
interests dominating our miseellancons investments.

Fhe extent to which practically all of the American divect invest-
ments in foreign countries, as shown by the data given in this chap-
ter, have fallen into the same pealk and depression |l)criods is rather
remarkable. It suggests the heed of a careful inductive study of
the factors controlling such investments. Such a study would
also have to take into account the similarity of the trend in the
number of investments in Furope and Canada, a similarity that was
just as marked in the data for individual countries such as England
and France, and England and Canada. That is true, likewise, 0
{he data for Germany, except that the investments occurred to &
somewhat greater extent during the years 1925 to 1929.

APPENDIX
1. QUESTIONNAIRE

DEPARTMENT OF COMMERCE,
OFFICE OF TUE SECRETARY.

i i o Washington, April 24. 1930.

President Doe Products Co.,
100 Forticth Are., New York, N. Y.
My DEAR Sir: As you know, there is urgent need for
: 3 v 8 r more comprehens
figures on American investments abroad (Including Cmuuln): S il
it wou.ld be appreciated, therefore, if you will kindly refer the present letter
8!](' its inclosures to some one on your stafl competent to fill out the blunks
:“’itt:;il| :ll;(.- m-x't. :’e\\" ltllllll_\'s. Fime accuracy ix of no great vilue, for the grand
will run into billiong; estimates
S i s in rounded tens of thousands of dollars
1f you have no forelgn Investments kindly tell X S
attie tollow ge: 3 us so that we may spare you
May 1 assure you that your return will be held In strie
E test confidence.
Except for the purpose of this study, no ofMie’al or unoflicial use will be made
of the materinl collected nor will the Investments of individunl concerns be
disclosed In any form. I might add that information of a confidential character
cy:\!rler;lnlg ll:llcl-nlulk;;unl 't.l“}(g«llg operntions hng been furnisbed for two successive
)y the leading Unit Htates banke D
s I ers and has been beld in strictest
To insure agninst lenkage, plense address your return to M
) r. Grosvenor
Jones, this Department, as “ Personnl.” Queetions as to the proper way to
enter any puzzling item might be referred to him.
Very sincerely,
(8'gned) R. P. LAMONT,
o— Reoretary of Commneree.
Confidential.

QUESTIONNAIRE ON AMERICAN INVESTMENTS IN ForeioN COUNTRIES

(To be returned to Chief, Finance and Investment Division l t ~
.\ « B mark * -
ent of Commerce, Washington, D. C.) e L

1. This questionnaire applies to investments in lands, buildin
) > s, gs. factories,
public utilities, wurehouses, shops, stocks of goods, wharves, marine equipment,
|luul'mlwr property in foreign countries (inclufling Canada) that are owned
I‘I w lm|:\ or In part by your company or by an afliliated or subsidiary corpora-
tion. DIlease (1l out n separnte sheet for each foreign subsidiary, afilinted
c«v!upnn.\'. or beaneh. Additional coples will be furnished upon reqﬁcst. ‘
. 2. h.u reporting the value of your foreign holdings, please give the present
n::?‘:; vailue or the fair market value of your holdings and state_which basis is
B0 ( you are not the sole owner but have a stock iInterest in
r a forelgn con-
;zl": Osl;‘ :\rr::erti\;. pleml:e lrleI;ortdthe mbnel":xet value rather than the par v':'l‘ne of
¥ vou hold bonds, debentures, or not
holdings should he reported. ; g [ VAT O e
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4. Please reply, even if you do not have any foreign investments.
Name of foreign corporation, firm. or branch in which you are interested, or
other foreign investment of your firm. (List each on a sepurate sheet.)
Location (elty and country, listing cach country SOprtely) oo e
Date on which established or on which you acquired an interest therein.
_ Nature of enterprise (manufacturing, assembling, trading, ete.) v oo eomemmeen
Principal product produced or service rendered. .
If sole owner of enterprise, please state present book value of your investment.
(Sce paragraph 2 ahove.) ____.____ -
If part owner, please Indiente:
(@) Portion of shares or interest held hy YO oo
(b) Market or fair value of your holdings,  (See paragraph 3 above.) ...
Stocks or other proprietary Interest s
Bonds, debentures, or 10OANS e e e
NAMe: cvmeec e e ccccmecaa
AMIFCSSS ccacianinasaaaca

I1. INDUSTRIAL CLASSIFICATION

1. MANUFACTURING AND Sares Grours

A. Motor vehicles and necessories:

1. Accessories (ineluding windshield wipers, storage and other batteries,
spark plugs, ete.).

2. Passenger ears and trucks,

3 Other vehicles (including bicycles, alrplanes, and airplane motors).

B. Chemical:

1. Medicinal and pharmaceutieal products  (including sulphur, patent
medicines, efe.).

2. Dyes, paints, and varnishes (including earbon black, shoe polish, and
dyes). .

3. Sonps and toilet preparations (Including cleaning preparations, face
powder, facial creams, shaving soup, ete., dentnl pastes and
powders).

4. Other chemienls (Ineluding fire extinguishers, matches, industrial
chemienls, fertilizers, explosives, and welding compounds).

C. Electrical:

Electrical machinery and supplies and telephone equipment (including
bulbs, fuses, Insnintors, connections, dry-cell batteries, motion-picture
and talking-picture equipment, radio products, ete.). :

D. Foodstnfls:

1. Cereals and cereal products.

2. Confections, tobaeco, and tohacco products.

3. Beverages,

4. Other foodstufls (inelnding olls, starches, dalry products, ment, ete.).

B. Leather and leather produets (including trunks, tanning supplies, ete.).

F. Lumber and wood products (inchuding corks and bottle eaps, building mnte-
rinle, furniture, fiber furniture, ete.).

@. Machinery:

1. Agrienltural and industrial machinery {including, nmong others, In-
cubators, eream separators, banrn equipment, elevators, contractors'
equipment, mining machinery, locomotives, pumps, oll-well supplies,
steam hoilers, spraying machinery, ete.).

2. Other muehinery  (ineluding Nfting Jacks, seales, carpet sweepers,
wishing machines, typewriters, cash reglisters, ete.),

H. Metal products:

1. Iron and steel (including structural steel, plig fron, ete.).

2. Hordware (including firearms, plumbing supplies, radiators, small
tools).

3. Gold and sllver ware, etc.

4. Other metal products (including nsbestos goods, aluminum products,
springs, stampings, bronze plates, office equipment and supplles,
steel rails, ete.).

1. Rubber products (including novelties, footwear, rainproof clothing, auto-
obile tires, ete.).
J. Sfone, clay, and glass products (Including cement).

e o v+ Sor S
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K. Textlles and other fibers and thelr produets:

1. Clothing.

2. Other textiles and textile products (Including cotton and wool plece
goods, embroidery, earpets, linoleum and other floor coverings, vul-
canized fiber, silk and rayon, hemp, jute, and sisal).

L. Miscellnneous manufactures:
Other miscellancous (including fountaln pens, athletic equipment, pen-
clls, safety razors, watches, brushes, photographic supplies, scientific
and professional instruments, and muslcal instruments).

I1. SprciAL Grours
A. Agricultural:
1. Cattle ranches.
2. Fruit plantations.
3. Rubber plantations.
4. Sugar centrals,
6. Timberlands,
. 6. Tobaceo farms,
B. Paper and wood pulp.
C. Fishing fleets and packing.
D. Mining and smelting:
1. Precious metals (Including gold, silver, platinum),
2. Nonmetallic minerals (including asbestos, granite, asphalt, preclous
stones, nitrates, potash).
3. Other metals (including coal, copper, lead, magnesite, abrasives, tin).
E. Petroleum:
1. Producing.
2. Refining.
3. Distributing.
F. Public utility:
1. Communieation (including radio stations, cnbles, telephone, and
telegraph).
2. Electrie nnd gns service (Including light, heat, and power).
8. Railroad (steam).
4. Railway (street, electrie).
5. Other utilities (Including ferries, bridges, alrways and alrdromes,
witerworks),
G. Miscellnneous enterprives:
1. Advertising.
2, Amusement (Including distribution of fiims, theaters, ete.).
3. Banking and finaneinl facilities,
essionnl (Ineluding edueational, engineering, ete.).
Merehandlsing  (retail).
6. Real estate (Including hotels),
7. Ocenn ghipping and forwarding services,
8. Docks and terminal port facllities,
00, Grain elevators,
S 10, rinting and publishing,

III. PUBLICLY OFFERED SECURITIES OF AMERICAN
CORPORATIONS

These are the outstanding portions, as given in Moody's Manualg, of the
publicly offered issues of American corporations, or such parts of the same as
are considered to have entered into the investment totals given in this study.
The list from which this was compiled is printed In the * Handbook of Ameri-
can Underwrlting of Forelgn Securities,” préviously cited. Some of the amounts
listed below were deliberately added to the book value, while others, especially
the issues of common and preferred stock, were considered as having been a
part of the reported book values.

“
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{Key toclassof listed: C, stock;

lrusn; P, preferred stock; D, dehentures;

B, wnds N, notes]
Approxi-
Total mate
Issued in | amount
United |outstand-
States |ing at end
Corporation of 1929
Thou- | Thou-
sands of | sands of
dollars | dollars
EUROFE
Internationzl:

Crown (ork Internntional Corporation.
Coly (INC.).ccavremneerccaceaccccaacacs
France:
International Power Securities Corporation ..
Qermuny:
Associated Rayon Corporation.........
Qreat Britain:
Ford Motor Co, (Ltd).............
Columbin urnphnphuno Co. (1 )
166 ll tilitics Power & Light Corporation.
il
lnu‘:nnnmml Power Sccurities Corporation
Yo e

Norway:
Snudu Falls €O, (L8d.) e iaccnnncacccscsansrsemesncssnannas
Poland:
=ilc<inn American Corporation.

P
ln!cnmliunnl Telephone Telegraph Corporation.....co.oeont

Total Europe.. ..

CAN

(Icmd)ﬂr Tire & Rubber €
United Cigar Stores (L)
Canadian \ inghouse (1
Qoodyrar Tire & Rubber €
Imperial Oil Ca, Jl,m )
Pacifle Mills (1.t
United Cignr Etore
United Stites Rub
Border Cities Hotel Co. (
Windser (Ltd)) . .
Durant Motors of (a
Internatinnal Papee ¢'o
Boll Telephone Co. of €
Firestone Tire & Rubher of
Continental Paper Prodiets L)
Bell Telephone Co., of Cannedn (I td
Fdward ll: &

DA AND NEWFOUNDLAND
of Conada (Ltd.)

wards ITotel Co. of

Bt. Repis 'aper
Hrll Illtphnm C
D

Internationn] Paper ¢
Minnesota & Ontario
Duke Price Power Co. (14d.)
Quarly ear Cotton Co. of Canad
International Power Co. (Ltd.)
Internationsl Paper
Kelvinator Co. of Cang
Minnesota & Ontario Puper C
Dn.....caaeenaraias
Aluminum Co. of Ameri
Bell Telephone Co. of Can:

Do
Canndkm Trydro-Electric Corpor
lntemnuonn Paper Co.unnnnns

3,052 3,052

1, 68 4, 668
1,000 4,000
10,000 10,000
1,700 1,700

, 5 9, 500
5,000

10, 000 9,701
5,000 4,795
10, 00 9,842
6, 000 5,754
250 | 20,250
4,000 4,000

4,000 3,738
15,000 | 11,512
19,100 | 19,400

ieeanaeeae| 126,010

Mrkwon & Robbins (Ltd.)
Montrenl Coke & Mfg. Co

Spmico Falls Power & Paper Co, (Ltd.)

Aluminum (Ltd.).........

Crown Cork & 8enl Co. (Ltd.)

80 850
400 400
yin i
0
1,000 4,000
000 1,200
3 a2
6,000 4,000
400 350
75 70
12,60 | 10,500
1,00 1,0
1,50 7
500 375
2,000 2,
1,000 279
1,745 1,785
oL 1,125
15,000 | 16,000
3,000 3,000
600 2,
1ne | 1460
T
37,000 | 37,000
250 i
1, 000 1,000
15,000 | 15,000
00 500
2,000 2,000
3, 500 3, 500
10, 000 0, 600
5,000 5,000
5115 5118
nl ni
100
084 1,084
1,020 1,020
4,000 4,000
11,600 | 11,5600
,000 | 20,000
1,02 1,312

o~
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1Key to class of mul’l!lec lluted , common_ stock;
k; D, deben ures ; B, bonds;

Ekequlpmen! trusts; P, preferred
otes ]

ﬁuntal\ﬁg“g'n‘“ Light & Power Co
svann Electrie Ral w- t & P .
Contral Toresn Sugar Gor o 0.

Manati Sugar Co... eusibe

Carneas Sugar Co...

Cuba Cnne Sugar C

Cuba R. R. Co....

Olribbuu Buar Co.......

ba R. R.
Cuban Amcﬂenn Bugar Co.
Cuban T Co.

! Partly in China.

B sarop-3
8885288548888

pSmg

Approxi-
mate
amount
oumam%l-
_ ing at en
Corporatibii ‘.:',,“ of 1929
Thou-
sands of
dollars
CANADA AND NEW FOUNDLAND—continued
‘Curtiss-Reid Alrernft Co. of Canada (l.td)........................ 1928 1,000 1,000
Dﬂrnu Canada Tunnel Co_ 1928 2, R30 2,830
_________________________ eesaanensnsssensaanas 1928 2,830 2, K30
lllnde & Duneh Paper Co, of Connd (LAY oommnnnqos 3. 1928 50 340
Internntionnl Paper & Power Co. of Nowhundllnfl (Lid) P 1928 4. 866 4. 86
Mctropolitan Chnin Properties (L) .. ooeeemenenenns i) 1928 2,600 2 00
Metropolitan Corporation of Canada (Ltd B 1928 52 52
JInternational Hydro-Electric System D 1929 13, 000 13. 000
.. C 1929 5, 000 5,000
nternationnl Paper & Fower 1 C 1929 12,000 12,000
l!cll Telephone Co. of Canada (Ltd. C 1929 5, 000 5,000
Do B 1929 7, %40 7. 500
~Clnmllnn American Public Servico (Ltd N 1029 00 00
‘Canadian Infernational Paper Co. (Ltd.) 4B 1029 21,745 21,745
International Milling Co...... P 1929 77 77
Metropolitan Chain F fes (Ltd.) e s aan B 1029 400 400
North Amcrican Gas & Eloctrie Co. - 3 D 1929 300 a0
Do. Cc 1929 27 n1
C 1920 1,000 1,000
Do. N 1929 2,000 2 000
Toronlo Chain Stores Terminals 199 450 450
Total CANAAR ..o o occinainannnnns P TRB RO T el AR 29, 612
LATIN AMERICA
International:
Internntional Telephone & Telegraph Co. a5 a5 000
Amerlean & Forelgn Power Cot. ... 100, 827 100, 827
North-South American Corporation... 9, 2,000
Argentina:
Internntional Portland Cement Co, 2 500 2, 500
Intercantinents Power o, ... . 3,000 3, 000
Internntlonsl “Felephons & Telegenph ( 57, 300 57, 300
Consolldated Chemnfeal | -hulrlrs Inc.) 3 200 200
Intercontinents « i 1,500 1. 500
) S o 1, 500 1,485
Bolivin
I'atine Mines & Enterprises Consolldatod. 925 5,000 5,000
» Ilull\lnn I'etroleum Co........ SRR 5] 1927 700 700
ml
't American Industrial Cor L 1927 3,000 1,000
Mllnl(-rmmlnrnls Power COuennicinaneananes | - ) PR - 500
o
Anglo-Chilean € 1ie) 1925 16, 500 16. 025
Chile Copper Co. ..o oo 1926 35,000 35 000
Intereantinents Power Co. 1928 1, 500 1, 500
Lautaro Nitrato Co O 7 SR L X | 000 28 000
Coalomhia;
Carih Syndieate. P AP0t P e T dadbesedens 876 870
South Ameriean Qold & Co. 1, 500 1
('ulmnhl:l .\',\'lullt'nll!...... 1, 50 1,
Ol & Develop Co 1,000 1,
melh Syndieato .. ooeemeaaan. e S L, A REEASAY 40
Cuba Cnne Sugnr Cor Li
Cuban Portland Cemont Co..

8888828388 388
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