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FOREWORD
The direct investments by American corporations and business men 

in foreign enterprises and' properties a t the end of 1936  totaled 
$ 6 .6 9 1 ,0 0 0 ,0 0 0 , as compared with $ 7 ,5 2 S ,0 0 0 ,0 0 0  at the end of 1929 , 
reflecting a net decline of approximately 10 percent in value during the 
intervening period. Direct investments in Canada of $ 1 ,9 3 6 ,0 0 0 ,0 0 0  
not only exceeded those of any other country but were larger than those 
of any other important geographic area. The totals for South 
America and Europe, which followed in order, were $ 1 ,4 6 6 ,0 0 0 ,0 0 0  
and $ 1 ,2 4 5 ,0 0 0 ,0 0 0 , respectively. Direct investments in other areas 
ranked in the following order: West Indies, Central America and 
Mexico, Asia, Oceania, and Africa. Cuba’s share in the total value 
of American foreign direct investments, which amounted to $ 6 6 0 ,-  
000,000, was second to that of Canada, while, among the other more 
important countries, Chile, Mexico, and the United Kingdom followed 
in the order named.

The principal industrial group among the total direct investments 
abroad at the end of 1936 was that comprising public utility and trans
portation investments. These investments totaled $ 1 ,6 4 0 ,0 0 0 ,0 0 0  
and were confined largely to the Western Hemisphere. Manufactur
ing investments, which amounted to $ 1 ,4 4 1 ,0 0 0 ,0 0 0 , were concen
trated largely in Canada and Europe. The remaining important 
groups were in the raw-material branch of industry, with investments 
in the following amounts: Petroleum, $ 1 ,075 ,000 ,000 ; mining and smelt
ing, $ 1 ,0 3 5 ,0 0 0 ,0 0 0 ;  agricultural investments, $ 4 8 0 ,0 0 0 ,0 0 0 .

The American direct investments in foreign countries at the end of 
1936  were, in most instances, lower than at the end of 1 929 . The 
largest' declines were found in the investments in agricultural enter
prises in Cuba and Central America (including those in Mexico) and 
in petroleum properties in Mexico. Although the world depression 
was the principal influence in the downward adjustment of foreign 
investments, other specific factors are found in sales of properties to 
foreign investors, exchange fluctuations, nationalization of properties 
and industries in several countries, and the exhaustion of the natural 
resources upon which certain enterprises were largely dependent.

This report is based on an exhaustive questionnaire survey under
taken a year ago by the Finance Division of this Bureau. ‘The an
alysis of the data and the text of the bulletin were, prepared by Paul 
D. Dickens of the Finance Division, with the assistance of Robert L. 
Zellman of the same Division. The data relating to insurance invest
ments were prepared by August Mafl'ry, also of the Finance Division. 
The arrangement of the statistical material and of the text follows 
closely the order of the Finance Division’s previous bulletin which 
appeared in 1930 , under the same title, as Trade Information Bulletin 
No. 731. Since the earlier bulletin, which was also prepared by Dr. 
Dickens, was based on data pertaining to the end of 1929 , special value 
attaches to the present study. Statistics relating to this class of 
American investments abroad are now for the first time available for 
two important dates.



VI FOREWORD

This study is the third of a series recently inaugurated in the 
Finance Division under the direction of Amos E. Taylor, Assistant 
Dmei of the finance Division, with a view to improving the available 
data relating to the international financial position of the United
Sa S  J i “e onp n«J st»d7  ^  this series was a report published in 
Au ust 1936 under the title, Insurance Transactions in the Balance 
of International Payments of the United States, 1 9 1 9 -1 9 3 5  ” The 
second, prepared by Messrs. Taylor, Dickens, Maffiy, Abelson, Zell- 
man, and other members of the Finance Division, was published in 
States ” 3* U1U er t ie tU e’ “foreign Investments in the United

In view of the intimate bearing which this study has on the inter
national commercial and financial position of the United States the 
data on American direct investments abroad should be of timely 
interest as well as of permanent value.

A l e x a n d e r  V. D y e , Director,
M a y  1938 Bureau of Foreign and Domestic Commerce.

— - T . ' ■ »m m *
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AMERICAN DIRECT INVESTMENTS IN 
FOREIGN COUNTRIES— 1936

Chapter I.—PURPOSE AND SCOPE OF STUDY 
INTRODUCTION

This is the second study of the statistical aspects of American 
direct investments in foreign countries to be undertaken by the De
partment of Commerce. The first,1 published in 1930, related to the 
status of the investments as of the end of 1929. The present bulletin 
relates to the end ot 1936. While a few differences exist between the 
two bulletins, the sources of data and the methods of compilation and 
presentation are sufficiently similar to permit some analysis of the 
changes that took place during the intervening years.

Changes during those 7 years, in the type, value, and distribution 
of the investments, were numerous. One of the most important 
causes of change was the depression which by 1931 had become world
wide. That depression resulted in the failure or liquidation of many 
enterprises and in the reduction of the net worth of many others as "a 
consequence of losses incurred. The results of the depression were 
not limited, however, to the direct effects upon the profits of business. 
There was a very significant effect on the values of foreign currencies, 
relative to the dollar, and upon the policies of foreign governments 
affecting the investments of American corporations. The changes 
were not confined to reductions resulting from the depression, how
ever. For example, many new investments were made and many 
old ones were expanded.

The rapidity of the growth of American investments abroad, and 
the wide range of estimates of their aggregate value, were important 
factors which in 1929 caused businessmen, economists, Government 
officials, and the public a t large to demand an accurate measure of 
their volume. The size and significance of the capital movement in 
the balance of payments were the important considerations at that 
time. International economic maladjustments, revealed during the 
course of the depression, and governmental measures intended to 
remedy those maladjustments, as well as the changes in the invest
ments caused by depression, created an urgent need for up-to-date 
information on the subject. The problem of remitting the income 
from investments from the foreign country and of receiving it in the 
United States acquired, during the depression, a real importance for

1 Trade Information Bulletin No. 731, American Direct Investm ents in Foreign Countries. Another 
special study of American long-term foreign investments, T rade Information Bulletin No. 707, A New 
Estim ate of American Investm ents Abroad (out of print), appeared in 1<#31. It covered all tyj*es of long 
term  foreign investments as of the  end of 1930. Sum m ary estimates apjieared each year in the Balance of 
International Paym ents of the United States; by-country estimates in the Balance of International P a y 
m ents of the United States in 1933, pp. 53-U2.

1



2 AMERICA* DIRKCT INVESTM ENTS ABROAD, J 9 a C,

the first time in the minds of many students of our balance of inter
national payments. A better record of the number, value, type, and 
location of these investments became a necessary prerequisite to any 
adequate understanding ot the magnitude ahd incidence of the 
international income problem.

^  ar and political problems, also, revealed the need for accurate 
measures of the value of American foreign investments. Amon» the 
first questions asked when armed conflict starts between two foreign 
countries, or a change of government or government policy occurs 
are these: What American interests are affected? Flow lanrn aré 
American investments abroad, especially in the disturbed areas? But 
besides answering these questions, a more exact record of direct in
vestments permits a better understanding of the currents of trade 
and of the industrial relations between countries; the importance of 
this latter function probably transcends other considerations

All of these developments pointed very definitely to the need for a 
new questionnaire study of American direct investments in foreign 
countries. Before entering into the technical and statistical aspects 
of the study, acknowledgment should be made of the assistance 
rendered by American businessmen. Their wholehearted coopera
tion, 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. Without their 
assistance it would have been impossible to arrive at really adequate 
data on the subject. * M

SCOPE OP THE STUDY

Ttus is a statistical record of the international extensions of \meri- 
can business enterprise. Since such extensions are in a constant 
state of flux, this record applies only to the specific date stated 
namely the end of 1936. New investments have been made since 
that date that are not recorded herein and old ones have been sold 
or liquidated. _ While these constant changes may have affected the 
details appreciably during any short period the net effect on the 
totals and cm generalizations based on these data is not significant.
, international extensions of American business enterprise involvin'1, 

the acquisition or ownership of an interest in some business or property 
from which a return is normally expected are called “direct” invest
ments.- Direct investments, as used in this bulletin, are defined 
more formally as all American investments in those foreign corpora
tions or enterprises which are controlled bv a person or small °roup 
of persons (corporate or natural) domiciled m the United S ta te s ^  in 
the management of which such person or group has an important voice, 
itus definition bases the classification of the investment on the domi
cile of the control of the enterprise. Holdings of the securities of 
American-controlled foreign enterprises by investors who do not them
selves participate in the control or management of the business, are 
included with direct mvestments.3

Included among the recorded direct investments are enterprises of 
almost every type found in the United States—railroad systems and 
steamship fines, agricultural lands and timber reserves, mining enter-

l  S ?  Problems of Terminology, in appendix E , p . 44

trollM^F^reign K u te r^ r is e s /c h T li,arate*J iu Miscellaneous Investm ents in American-Con-



PURPOSE AND SCOPE OF STUDY

prises, hotels, chain stores and small unit, retail establishments, fac
tories producing heavy machinery and those producing novelties, 
insurance companies and personal loan organizations; these are only 
a few.4

In accordance with the definition, equity and other security invest
ments in foreign-control led corporations and in the issues o'f foreign 
governments are classed as “portfolio” investments. The investments 
of American citizens domiciled in foreign countries, the properties of 
missionary and charitable enterprises, the foreign assets of the United 
States Government and its agencies, and the claims of American citi
zens against foreign governments are excluded entirely from the esti
mates _of private long-term investments abroad, as well as from the 
direct investments.

The factor of control has been purposely emphasized hi the defini
tion, since it is considered to be the most significant basis for classify
ing investments. However, no hard and fast quantitative measure
ment of control has been devised. Minority interests have been in
cluded in these data in considerable number and volume. The 
reason, of course, is that the degree of control is not measured exactly 
by the percentage of common stock held. In no case has an invest
ment holding of less than 10 percent been included in this category, 
and interests of less than 20 percent are few in number and small in 
value relative to the total of direct investments.

SOURCES AND METHODS

The value data shown herein were based in the main on data fur
nished to the Finance Division by the American corporations owning 
the investment. A questionnaire was sent to each corporation be
lieved to have foreign investments, with a request that it report “the 
net investment of the American company in the foreign company or 
subsidiary as shown by the books of the foreign company.” 6 The 
questionnaire asked for the type of business conducted by each foreign 
enterprise controlled by the company and for the valuation by type of 
holding, namely, common stock and the surplus or deficit, preferred 
stock, bonds, notes, and mortgages, and advances and intercompany 
accounts.

The aggregate of the returns from the questionnaire should reveal 
the value of the American interest in foreign enterprises as shown by 
the balance sheets of those enterprises. Such a value does not fluc
tuate as rapidly as market value. Since balance-sheet values are 
frequently written down, and less frequently written up, in recognition 
of changed economic conditions and inasmuch as a period of down
ward revisions had just been experienced, it is probable that the esti
mates given herein are based on conservative values. The average 
rate of earnings of foreign direct investments, that is 6.1 and 7.4 
percent in 1935 and 1930, respectively,6 which compare favorably 
with the earnings of domestic enterprises is, in fact, a good indication 
of the conservative character of these values.

The replies to the questionnaire were classified by countries and 
industries and then recorded on tabulation sheets in such a way that * *

4 See Industrial Classification, appendix C.
appendix A, M ethods Em ployed in Collecting and Compiling D ata , and apjtendix E , Technical 

I rohlems Involved in Studies of Foreign Direct investm ents, fora more complete analysis of this method of 
valuation and alternative m ethods. In appendix H, a  copy of t lie covering le tte r and Questionnaire is given.

* See eh. V, Section on Trends as Shown by Incom e D ata .
55145°—38-----2
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4  AMERICAN DIRECT INVESTMENTS ABROAD, 1936

aggregates could be compiled while the investments of individual con
cerns were not identified. All questionnaire returns were then 
destroyed.

In tabulating the data the first objective was to ascertain the total 
direct investment in each foreign country. The second objective 
was to distribute that investment by industries, the third was to learn 
something about the form and structure of the investments, and the 
fourth to make a start in the analysis of the origin and the life history 
of direct investments. The chapters that follow are devoted to 
accomplishing those objectives to the extent that the available data 
and the space limitations of a bulletin of this kind permit. Much 
more needs to be done on the third and fourth objectives, to which 
this bulletin is only an introduction.

The geographic distribution is subject to some errors not present 
in the grand total. Data were occasionally obtained relating to a 
subsidiary operating in more than one country, or relating to several 
subsidiaries operating in a group of countries—for example, the 
Balkan States. I t then became necessary for the compiler to divide 
those data by countries rather arbitrarily. In general, the larger the 
area and the larger the aggregate investment the smaller the percent
age of possible error.

TERMINOLOGY

Throughout the descriptive text which follows, certain terms are 
used with definite meanings. “Parent company" refers to the Ameri
can company, person, or group of persons holding control, directly 
or through an intermediate subsidiary, of some foreign subsidiary, 
affiliated company, or property. “Subsidiary or affiliated company” 
refers to the foreign operating or holding concern.7 “Branch" 
refers to an unincorporated property or business. The “number of 
investments or units” refers to the number of items of investment as 
reported by the corporations. In general, this is equivalent to the 
number of subsidiaries, not plants. Occasionally, however, data were 
received in totals for each country regardless of the number of sub
sidiaries involved. In such cases, each country total was considered 
as one investment or unit. ,

The “industrial” and “commodity" groups are described in con
siderable detail in appendix C. The*word “investment” refers to the 
value of the foreign companies and properties on specified dates, not 
to the net movement of capital involved in direct investment 
transactions.8

7 In  som e cases American companies were incorporated for the sole purpose of carrying on the operations 
abroad, not as holding companies bu t as operating companies. These were considered as foreign 
companies.

* See appendix E , p. 44.

r mm
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Chapter II.—GEOGRAPHIC DISTRIBUTION OF DIRECT 
INVESTMENTS

The total value of American direct investments in foreign coun
tries, at the end of 1936, amounted to $6,691,000,000, as compared 
with $7,528,000,000 at the end of 1929, a net decline of 11 percent 
during the 7-year period. The 1936 estimate is shown, by geographic 
areas, in table 1, together with the 1929 estimates:
Table 1.—American Direct Investments in Foreign Countries, by Geographic 

Areas, End of 1929 and of 1936
[In millions of dollars]

Geographic areas 1929 1936 Geographic areas 1929 1936

»2,010
1,353
1,054

917
1,548

102

1,952
1,245

753
628

1,466
93

395
149

417
111
26

6,691

Europe........ .......................................... Australia and New Z ealand .. ........

Central America a nd  Mexico..........
Total........................................... 7,528

Africa.....................................................

» After adding $50,000,000 to the original estim ate for investm ents in insurance branches and affiliates 
which were not included in the 1929 study.

In each geographic area, except Asia, American direct investments 
declined from the 1929 estimate. The increase in Asia amounted to

Figure 1.—Geographic Distribution of American Direct Investm ents, End of 1936.

only $22,000,000, or 5 percent. It was accounted for largely by the 
increase in investments in petroleum enterprises. The declines in 
Canada, Europe, South America, and Africa were quite small—less 
than 10 percent. The West Indies, Central America and Mexico, 
and Australia showed declines of from 25 to 33 percent, due in the 
first two areas to drastic reorganizations and revaluations in agricul
tural and petroleum enterprises, and in the last-named area to more 
general causes.

5
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6 AMERICAS DIRECT INVESTMENTS ABROAD, 1»36

Canada and Newfoundland, with investments amounting to 
$1,952,000,000, continued to occupy first place. South America and 
Europe, with totals of $1,466,000,000 and $1,245,000,000, were 
second and third, respectively. The West Indies, Central America 
and Mexico, and Asia followed as fourth, fifth, and sixth. Oceania 
and Africa were definitely of minor importance, based on the total 
value of the American interest.

On a by-country basis, Canada far outranked all others. Cuba, 
Chile, Mexico, and the United Kingdom, in that order, were next in 
size. The only change in order among these five countries from 1929 
to 1936 was that Chile rose from fifth to third place.

CANADA AND NEWFOUNDI.AND

Ameiican direct investments in Canada were three times as large 
as those in any other single country. Their total value at the end of 
1936, including Newfoundland, was $1,952,000,000. This compares 
with an estimate of $2,010,000,000 in 1929.® Actually, however, 
there has been a net increase in direct investments in Canada, this 
result being obscured by the fact that a reduction of $300,000,000 in 
the total for 1936, a_s compared with that for 1929, was accounted 
for entirely by technical changes in the valuation of two large items.

The increase in investments in Canada was brought about by the 
expansion of several large enterprises, particularly in the hydro
electric field, by an extensive increase in insurance investments* and 
by many entirely new' manufacturing investments which were estab
lished in 1931 and 1932 as a result of the policies of the Dominion 
Government, including those formulated at the Ottawa Conference 
in 1932, _ In addition, the excellent studies conducted in this field by 
the Dominion Bureau of Statistics have added greatly to the data 
available and to the completeness and accuracy of estimates of 
foreign investments in Canada.10

Investments in manufacturing, excluding paper and wood pulp, 
constituted the largest industrial group and totaled $530,000,000, or 
over 27 percent of all American direct investments in Canada. The 
whole range of manufacturing enterprise was covered by these Ameri
can branch and subsidiary companies, no one commodity group 
accounting for as much as 20 percent of the total. Furthermore, 
only one group—leather—was insignificant. (See table 6, ch. III.) 
In 1929 the manufacture of metal products involved the largest 
investment, but in 1936 it was second to the chemical group. Auto
motives, which had been second a t the earlier date, had by 1936 
fallen to fifth place. The three leading groups increased in value 
from 1929 to 1936, while the others either declined or increased only 
slightly. The American interest in Canadian paper and pulp com
panies declined only slightly, from $279,000,000 to $269,000,000.

Of all the changes in investments in Canada, as shown by these 
data, the most striking was the increase in the number of enterprises; 
manufacturing units increased from 524 to SI6, and all others, exclud
ing insurance, from 500 to 652. More complete information, par-

• Including $50,000,000 for Investments in insurance branches and affiliates. (See footnote, table l.)
10 Dominion Bureau of Statistics. Internal Trade Branch, British and Foreign Capital Invested in Canada 

and Canadian Capital Invested Abroad, O ttaw a, 1937.

»»mm mmsggf!



GEOGRAPHIC DISTRIBUTION 7

ticulnrly regarding small companies, was an important factor in the 
increase recorded for manufacturing and selling enterprises. All of 
the net change was in these two groups. New establishments were, 
of course, a very significant factor in the increase in the number of 
manufacturing investments and had some influence on the selling and 
mining groups. (See table 9, eh. IV.)

Table 2.—Canada and Newfoundland: American Direct Investments, by Industrial
Groups, End of 1936

[Values in thousands of dollars)

C ountry and industry
N um 
ber of 
items

Value

f i . i i

C ountry  and industry' N um 
ber of 
items

Value

Canada:
M anufacturing......................... 816

271
14

530,008

40.309 
38,2»'

! Canada—Continued:
24

78
234
115

108,138

519,928 
119. 746

D is tr ib u tio n -
W holesale........ ................
R etail..............................

Public u tility  and transpor
ta tion .................................

Insurance..........
M iscellaneous........ ........

Total, d istribution .........

Agriculture..........................

285

12
31

100

78,547

10,300 
26S. 897 
238.838

Total, Canada...............
Newfoundland, to ta l..................

Total, Canada and New
foundland...................

1,695
4

1,936,193 
15,448

Paper and wood pu lp ...............
M ining and sm elting............... 1,702 1,951,641

Most of the public utility and transportation investments now held 
originated before 1929, but some of the hydroelectric plants were 
greatly expanded. This latter factor accounted for the relatively 
small decrease in value, with almost no change in number, despite 
the transfer of one large item from the direct to the portfolio invest
ment category. Of the total investment of $520,000,000, electric 
and gas utilities, including hydroelectric plants, accounted for 
$340,000,000. Part of this amount was composed of plants which 
could not in the earlier study be segregated from the investment of 
affiliated companies in other industrial groups. Most of the remaining 
$180,000,000 was about evenly divided between American-owned rail
roads and communication systems. The major part of the decline in 
the railroad total was the result of changing the classification of the 
American investment in the Canadian Pacific Railway Co. from 
direct, as it was carried in 1929, to the portfolio category.

American capital participated in the gold-mining boom in Canada 
during the last 3 or 4 years. That participation took the form of the 
purchase of shares in established companies, and of the formation of 
prospecting companies and syndicates. I t  did not appear, however, 
that Americans held any larger part of the outstanding shares of 
Canadian mining companies than in 1929—probably because of inter- 
vemng sales. Furthermore, many of the investments in established 
companies did not involve control and therefore were classed as port
folio investments. Investments in prospecting syndicates do not in 
the beginning amount to large sums and have had but little influence 
on the totals. Some of the gold-mining companies improved their 
financial position substantially since 1929 with the result that the
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total investment in gold and silver mining was about the same as at 
the earlier date—$65,000,000.

Copper and nickel dominated the investments in the mining field, 
and there were no sharp changes in the values.* 11 Increases and de
creases in the extent of American ownership were not the important 
factors in such changes as did take place.

In the other industrial groups the American investments were less 
significant. Insurance and petroleum holdings each totaled somewhat 
oyer S100,000,000, and each increased over the 1929 estimates. Over 
$78,000,000 of the insurance investment was by life-insurance com
panies. Retail merchandising, wholesale distribution, and the great 
range of miscellaneous enterprises were considerably lower.

Two classes of United States interest in Canadian industry were 
omitted by reason of the definition of foreign investments adopted. 
First, there were the very numerous and probably quite large ■holdings 
of shares and bonds of Canadian-controlled companies. I t  was im
possible to measure the extent of these holdings. To judge from the 
recorded purchases and sales between the United States and Canada 
of a class of securities which must be composed principally of such 
companies’ issues, that total might be quite large.12 Second, there 
were the businesses owned by citizens of the United States who were 
domiciled in Canada. These, also, were numerous but probably fairly 
small in the aggregate.

EUROPE
Direct investments in Europe at the end of 1936 amounted to 

$1,245,000,000, a decline of $IOS,000,000 from the 1929 estimate. 
Manufacturing interests, amounting to $611,000,000, accounted for 
50 percent of the total. Petroleum was second with 22 percent, or 
$275,000,000, and distribution third with 11 percent, or $144,000,000, 
as shown in table 3. Public utilities and mining and smelting were 
relatively unimportant, with investments aggregating $89,000,000 and 
$43,000,000, respectively. Investments in Europe "were affected by 
many factors—for example, the depression, war, the nationalization 
of industries, and exchange fluctuations. These forces and their 
effects are discussed more specifically by countries in the paragraphs 
which follow.

11 T h e  decline of $160,000,000 in the estimates of minina: investm ents was chiefly the result of technical 
changes in the classification and valuation of certain companies.

11 During the first 9 months of 1937 sales by Canada to  the United States of Canadian common and pref
erence stocks am ounted to $08,000.000 and purchases of the  same type of securities from the  United States 
to  $80,000.000. Dominion Bureau of Statistics, Sales an d  Purchases of Securities Between C anada and Other 
C ountries, vol. 3, No. 9, table 3A. D ata regarding transactions in foreign securities between the United 
States and Canada m ay be obtained in Statistics of C ap ita l M ovements between the United States and
Foreign Countries and Purchases and Sales of Foreign Exchange in the United States, Report No. 5, Third  
Q uarter, 1937, U. 8. Treasury Departm ent, Division of Research aud Statistics.
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Table 3.—Europe: American Direct Investments, by Countries, and by Industrial
Groups, End of 1936

(Values in  thousands of dollars)

Country

M anufactur
ing D istribution Petroleum Miscellane

ous Total

N um 
ber Value N u m 

ber Value N um 
ber Value N um 

ber Value N um 
ber Value

A ustria .............. ............. ........ 6 1.657 9 995 o o C 3.0S6 21 5.738Belgium ....... ........................... 22 18, 394 25 1.642 9 14,374 9 4M) 65 34, S90
Czechoslovakia........................ 7 1,008 8 439 o> o 5 3, 278 20 4, 725D enm ark............................... .. 8 5,943 17 2,250 4 5,474 6 111 35 13,778F in land ...................................... 4 305 4 245 (0 0) 5 1,093 13 1,643Other Baltic States *.............. (s) (0 4 1, 312
Franc*...... ..................... .......... 77 77,458 55 13.609 7 40, 463 25 14,153 164 14V>$3
G erm any................................... 87 151,480 30 20,393 11 49,993 23 5,951 151 227,817G reece...................................... 6 5,961 (») (i)
H ungary ......... .......................... 4 5,492 4 102 o (») 5 3,712 13 9,306Irish  Free S ta te . . ................. . o « 0 ) to o <0 315 315Ita ly ................................. ........ 26 20, 435 18 3,969 (0 0) 13 45, 777 57 70,1S1N etherlands.............................. 15 9. 211 16 2,627 6,824 5 174 43 18,836
N orw ay................... ............. . 9 13,648 9 1,143 0) o 8 11.890 26 26,681
Poland...................................... 4 101 7 1,426 <‘1 o 10 31,973 21 33,500Portugal s.................................. « o 9 442 (>) (0 9 5. 277 18 6,719
R um ania and Bulgaria......... 5 1,579 6 1,253 0) « 30 41,120 21 43.952Spain *........ .............................. 23 16, 328 12 1,441 6 1,373 14 61,390 55 80, 532Sweden.......... ........................... 7 14, 108 12 2,318 5 8,272 S 32 25,493
Sw itzerland___ 10 4,085 13 1,690 0) to 6 2,859 29 8,634l nited K in g d o m ... .______ 224 270, 745 124 81, 486 11 60, 572 52 61.327 411 474; 130
1 ugoslavia................................ o o o « o « 10 3,190 10 3,190

Grand to tal *■.............. 543 611,383 393 144,223 96 274,944 198 214,402 1,230 1,244,952

! ■ Included under “ M iscellaneous.”
! Danzig, Estonia, Latvia, and  L ithuania . '
3 Including Azores and M adeira Islands.
‘ Including C anary Islands.
3 The column totals include num ber and value for those items covered by  footnote 1—which Items are 

not, of course, included in the total for "M iscellaneous.”

U N IT E D  K IN G D O M

Again, as in 1929, investments in the United Kingdom comprised 
more, than one-third of the direct investments in Europe, and more 
than one-half of the British total was in the manufacturing field. 
Distribution companies, of which nearly 50 percent in value were 

j retail merchandising enterprises, constituted a larger part of ' the
United Kingdom total than did similar enterprises in any other major 
country. The only very large increase over the 1929 estimates was in 
the petroleum group, as a result of the acquisition of some new refining 
and distributing subsidiaries.

England repurchased previously American-owned enterprises to a 
greater extent than any other country. Beginning about 1 9 3 2  such 
transactions became quite prominent. The sums involved in several 
of these transactions ranged between $ 1 0 ,0 0 0 ,0 0 0  and $ 2 5 ,0 0 0 ,0 0 0 ,  
while a number of them involved over $1,000,000. Sometimes these 
repurchases resulted in the complete withdrawal of Americans from the 
enterprises. For example, the public-utility acquisition mentioned 

i in the 1929 study as a recent development has since been sold back to
the British. At other times British syndicates or investors became 
partners in the English companies through the purchase of part of the 
common or preferred stock issues, as when a large automotive concern 
and a merchandising company made public offerings of some of the 
ordinary stock of their English subsidiaries.
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\\ herons in most of the European countries there was a decline in the 
number of investments from 1929 to 1936, England showed an increase 
confined largely to the manufacturing group. This increase pointed 
to a sharp decline in the average size of .the manufacturing invest
ments. A number of new enterprises were established in the United 
Kingdom after 1929, as is shown in chapter IV, but, also, some old but 
relatively small investments were uncovered since the previous bul
letin was published. On the other hand, a number of the larger units 
were sold during the intervening years, and the available evidence indi
cates that those investments which were in existence throughout the 
period mcreased somewhat in value.
. 0»  ^ commodity basis, the various factors of change were brought 
into bolder relief. Automotive investments, for example, increased 
considerably in value although but every little in number. This result 
was to be expected, however, in view of the known expansion of some of 
the larger units. The American interest in machinery and in metal- 
products conceras mcreased substantially in value, although only the 
machinery group increased in number. On the other hand, chemical 
investments declined in value but increased in number. One lar«-e 
drag concern was among those repurchased, while a number of 
branches and subsidiaries for the manufacture of pharmaceutical 
products were newly established. The changes in the foodstuffs and 
rubber groups were rather small.

GERM ANY

Investments in Germany, totaling $228,000,000, were second in 
value among the European countries. Germany was one of the few 
countries showing an increase, but in this case that result was brought 

■ about by the change in the rate of exchange used to convert mark 
investments into dollars. In 1929 the rate used was 1 mark=$0 238 
and in 1936 it was 1 mark ==$0.402. This factor of increase is not 
applicable to the total estimated investments in Germany because 
many companies undoubtedly converted at the old rate without 
staring that fact.13

Manufacturing enterprises accounted for almost 70 percent, or 
$151,000,000, of the total direct investments in Germany in 1936 
This figure covered 87 establishments as against 78 in 1929. Petroleum 
interests were second in value and sales companies were third. The 
principal commodity groups among the manufacturing investments 
were automotives, chemicals, machinery, metal products, and electri
cal and telephone equipment and supplies.

O T H E R  EU R O PEA N  C O U N TRIES

In France the total direct investments at the end of 1936 amounted 
to $146,000,000, almost the same as in 1929. (See table 3.) There was 
a large decline in the total number of investments, most noticeable 
in the manufacturing and petroleum groups. These two groups were 
first and second, respectively, in value, the former amounting to 
$/7,000,000 and the latter to $40,000,000. The following commodities 
were most prominent in the manufacturing group: Electrical and 
telephone equipment and supplies, machinery, metal products and 
chemicals. " ’

11 Investm ents in Germany to t he extent of a t least $70,000,000 were converted a t the 1938 rate.

.....
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American holdings in Italy increased in the manufacturing and 
petroleum groups. Investments in public utilities, which were pre
viously carried as direct investments in the amount of $66,000,000, 
were this time reclassified as portfolio investments. Of the other 
larger countries, increases were recorded in Rumania, Spain, and 
Sweden, while declines, some of them quite large, were recorded in 
Belgium, Poland, the Netherlands, and Austria. Although Spanish 
investments increased in total, the interests of petroleum companies 
declined as a result of the nationalization of the principal parts of 
the business in 1930. New enterprises substantiality affected the other 
increases. The decline in Belgium was quite general and was only 
partly accounted for by the reclassification of one item. The princi
pal factor in the change for the Netherlands, insofar as it could be 
explained, was the liquidation of an American company whose title 
to certain foreign properties reverted to its foreign parent.

LATIN AMERICA

American direct investments in Latin America amounted, at the 
end of 1936, to $2,847,000,000. That total represented a decline of 
about 20 percent from the 1929 estimate of S3,519,000,000. The 
sharp drop in the valuation of Cuban, Mexican, and Central American 
agricultural properties and Mexican petroleum enterprises was respon
sible for about three-fourths of the reduction.

The production of foodstuffs and raw materials—sugar, fruit, 
petroleum, minerals—accounted for 54 percent of the total invest
ments, as is shown in table 4. Manufacturing and the distribution 
of manufactured goods, exclusive of petroleum, accounted for slightly 
less than 10 percent of the total. Public utilities constituted one- 
third of the direct investments in Latin America and formed the only 
group in which there was an increase during the 7 years from 1930 
to 1936, inclusive.

Because of the distinguishing characteristics of the investments 
the discussion that follows has been divided into three parts—the 
West Indies, Central America and Mexico, and South America.

05115'—as- 3



Table 4.—Latin America: American Direct Investments, by Countries and by Industrial Groups, End of 1936 i—4
{Values in thousands of dollars]

Country
M anufacturing D istribution Agriculture M ining and 

smelting Petroleum
Public utilities 
and transpor

tation
Miscellaneous Total

N um 
ber Value N um 

ber Value N um 
ber Value N um 

ber Value N um 
ber Value N um 

ber Value N um 
ber Value N um 

ber Value

W est Indies:
C uba ...........................................
Dominican R ep u b lic - ............................

20
(»)

27.114
6)

37
(»)

8

15.157
(■)
(')

0)

51
5

0)
0)

264, 500 
32,929

8

7 14,740 8
0)
(')

9

6,078
0)
0)

20,534

19
4 
3
5

314, 797 
4.572 
3,570 

720

25
6
9

15

23,800 
3, 204 
6,095 

15,241

173
15
12
29

660, 254 
40. 705 
9. 671 

36, 501
H aiti— ............................................. 0

0) 8O ther West Indies *..................... ....... . . .

Total, West Indies *..............................
Central America and Mexico:

Costa Kica........ ......................... ...............

(«)

29
0 )

29,008 41 15, 439 01 309, 5T4 10 19,333 21 28, 793 31 323,671 30 27, 253 229 753. 131

(«)
5

(»)
832

(j>

8w
o)

0)
<0

8

0)

8
0)
to
0)

33

" 8
0 )

8

69, 03«

0)

Í3

SI
24

o>

8
8
80)

147,804

7
12
11
5

20
5

17

13,280 
49, 555 
30. 425 
4. 400 

20,688 
17. 164 

4 12,917

7
17
11
5

20
5

215

13. 280 
50, 387 
36, 425 
4. 400 

20,088 
17. 104 

4 479, 405

G u a tem ala .............................
H o n d u ra s .......... ....................................... o

« « 8 8Nicaragua........................................
Panam a..................... ................... « 0) 0 «Salvador................ ............................
Mexico................................................. 3:i 8 ,3 « 41 10,811 17 17,217 50 213,373

Total, Central America and Mexico *. 38 9, f>00 51 13,029 28 67,597 62 215, 485 41 70,709 41 230,037 29 15, 364 280 627,881

A rgentina.................................................... 39 84,245 30
(!) 28. 357 0) 0) 0 ) 0) 12 155, 490 19 80, 170 100 348.208

Brazil............................................... ............ 30 50,183 25 15,012 0) 0 0) 0) 4 32,078
0)

9 84,411 13 11,401 81 194. 345
Colombia.................................................... 0 010 12 2, 438 o> « o f 0) 11 58,577 12 30, 530 9 15,382 50 107. 519K cuador........................................ ........... « 0 0 <0 (!) (!) (•) 4, 911G(lianas 4....... ......................................... 0) 8 8 8Paraguay............. ........................... ............. (J) (') (I) (!)
P e ru .............................................................. « 0) 0 8, 004 8 (') 0 47, 197 0) o> 5 10. 033 9 Mi. 158 20 IK'.; 052U ruguay................................................... 4 7,013 10 2, 870 (!) (!)
Venezuela................................................... 0 « 5 ' 833 0) 0) 20 174, 430 5 10,809 4 ' 134 40 iso! 200

Total, South A m erica, . . . ................... 90 153,001 112 71,528 7 23, 278 25 473,370 55 353,059 05 377,417 42 14.270 402 l, 405. 989
Total, Latin America *..........................| 103 191, 789 204 99, 990 90 400, 449 87 708,194 117 452, 501 137 937, 125 107 50,887 911 2, 847,001

• Included in “ Miscellaneous.”
• Includes Bahamas, Bermuda, Jam aica, N etherlands W est Indies, T rin idad , and the French W est Indies.
*The column totals include num ber and value for those items covered by footnote 1, which item s are not, of course, included in the totals for “ M iscellaneous.”
• Including an omission estim ate of $10,000,000 for Mexican border enterprises. •
1 British and French Guiana and Surinam .
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j .  W E S T  IN D IE S

Dominant among American investments in the West Indies were 
\ those in C ubn, with $006,000,000 out of a total of $753,000,000. Even
* that total which gave Cuba second rank among the countries of the

world m the total direct investments, was $253,000,000 below the 1929
estimate. Sugar plantations and centrals, of which one always thinks
when investments in Cuba are mentioned, accounted for only $240 - 

f 000,000 of the total and were second to public utility and transporta
tion enterprises.

As late as 1928, American interests in Cuban sugar were privately 
estimated, after careful study, at S600,000,000.H The Commerce 
Department’s 1929 estimate of $544,000,000 included $55,000,000 of 
preferred stock and $125,000,000 of bonds, debentures, and notes, 

j tlie process of reorganizing, which started about 1930, preferred
stock was reduced to about $25,000,000 and bonds to $55,000,000. 
t  urthermore, that process involved the loss of a large part of the 
previous equity interests. Most of the sugar companies had been 
reorganized by the end of 1936, and further drastic reductions in the 
stated value of their securities are not to be anticipated in the near 
future. Other investments in agriculture did not change greatly.

•The increase in investments in public-utility and railroad enterprises 
can be accounted for on no other basis than that of a change in the 
basis of valuation. I t is possible that the valuation used in 1929 was 
too low, or that the one used in 1936 was too high, or both. Manu
facturing enterprises in Cuba comprised less than 5 percent of the 
total. The reduction from the 1929 estimate occurred largely in the 
manufacture of tobacco products.

American investments in the Dominican Republic and Haiti were 
principally agricultural and were affected by the same conditions that 
were noted concerning Cuba.

Another type of investment, not included in these estimates, might 
i nave been of some importance—namely, the holdings of American

citizens domiciled in the West Indies. I t  was known that a consider
able number of busmesses of moderate size in Havana were of this 

| . type. No attempt was made to measure such investments, because
| they did not come within the definition of direct investments.

CENTRAL AM ERICA AND M EX ICO

Mexico was fourth in the size of American direct investments, with 
a total of $479,000,000 at the end of 1936. This represented a decline 
of $203,000,000, or about 30 percent, from the 1929 estimate. The 
sharp reductions in the value of petroleum and agricultural invest- 
ments were most significant. Manufacturing and distribution were 
the only industrial groups that increased—and they but slightly.

Mining and smelting continued as the most important field for 
American direct investments in Mexico, as is shown in table 4. While 
the group dropped in value only $17,000,000, to $213,000,000 in 1936, 
almost half of the mining companies carried in the 1929 list were 
subsequently eliminated, I t was the small companies that found it 
impossible to adjust their business to the conditions existing during 
the intervening years. Some of these small companies had their 
origin far back in the nineteenth century. Although it was impossible 
to make a completely accurate break-down according to the mineral

u  Jenks, Leland H „  O ur C uban Colony, p . '¿HA. Xew York, 1928.
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produced, the data indicated that precious metals were the principal 
product of companies with interests totaling SI 19,000,000. All other 
f e r a i s ,  particularly copper, involved investments of 894,000,000.
. -Public utilities and railroads were second in the value of American 
investments, amounting to $148,000,000. Electric and gas utilities 
railroads, and communication systems, in order of importance 
entered into that total. Railroads accounted for practically all of thé 
decline of $16,000,000 from the 1929 total.

Direct investments in the Mexican petroleum industry at the end 
?Lî,936 amounted t0 369,000,000. The estimate as of the end of 
1929 was $200,000,000, but the latter figure included an omission 
estimate of $50,000,000 which, in view of the completeness of the 
available data, it was not thought necessarv to make in the present 
study. In other words, reported data in 1929 amounted to $150 000 -
000 as against $69,000,000 in 1936. This reduction apparent^
represented a recognition of the effect of economic and political 
influences on the value of the petroleum industry. The statistics of 
petroleum production suggest That such recognition was somewhat 
belated. Ike process of writing down these investments, which 
were at one time estimated as high as $408,000,000,15 had, however 
proceeded quite far by the end of 1936. ’

No other industry represented a very large proportion of the total 
American investments. I t was thought necessary to enter an omis
sion estimate of $10,000,000 to represent the border investments of 
Americans. _ Information regarding these border enterprises could 
not be obtained by the questionnaire method, inasmuch as they are 
seldom owned by American corporations. The investments of Amer
ican citizens domiciled m Mexico were not included in these totals.
1 AonVf Sîni'entS/én Ce? t,raI America declined in all instances from the 
1929 totals. (See table 4.) This was the result of adjustments to 
balance-sheet values during the depression, and of other technical 
deferences m the methods emploved. The sale and the liquidation 
ox old m\ estments ha.d relatively little influence on these figures.

SO U TH  AM ERICA

At $ 1,466 000,000 American direct investmen ts in Sou th America as of 
the end of 1936 had declined but little from 1929, compared with the 
declines noted in the M est Indies, Mexico, and Central America As 
m other parts of Latin America, more than half of the total was in
vested m the production of raw materials. Mining and smelting 
petroleum, and public utilities were the first three groups in value 
Manufacturing and distribution establishments were concentrated to 
a substantial degree in Argentina and Brazil.

Argentina, with a total of $348,000,000, was second amon^ the South 
American countries in the total of direct investments, but first as 
regards American manufacturing, distribution, and public-utilitv 
interests. This situation reflected the stage of development which 
had been reached by Argentina. The absence of large investments in 
raw-material production was, of course, primarily a result of the lack

■ " " - r y
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of resources currently available for mass exploitation. The very small 
increase in the value of manufacturing interests was the result of a 
substantial increase m the number of such investments less the 
reduction m the reported investments in meat-packing enterprises 
1 here was in fact a broadening of the range of commodities manu
factured m Argentina, and fairly large investments were involved in 
some of the new plants.

Brazil, with investments totaling §194,000,000, followed closely the 
pattern outlined for Argentina. Public-utility investments wemfirst 
m value, followed by manufacturing. In each of these groups Brazil 
\\us second among the South American countries. Only in Uruguay 
did manufacturing interests comprise a larger part of the total. ° 

American direct investments in Chile amounted to $4S4,000,000. 
Almost four-fifths of the total was employed in mining and smelting— 
copper and nitrates particularly. A considerable part of the increase
§3S t 000 nn0'in1i oor'011P’ S331’000-000 in 1929 to a total of
tn f3i°o9o0?0i ^ 9 t3 0 ,  Wf S due *? tbe omission of one large item from 
Ion nnn nnn0, ' Inves,tmcnts “  P.ublic-utility enterprises totaling $30,000,000 were second among the investments in Chile.
in n X 1C.a\ r n -ereStSi n P n U wT e siinilar in manV respects to those nf tl.n tni f  and smelting, largely of copper, comprised one-half '
190Q lin FerUi ^he decline in this group from the

was the result of a change brought about by the capital 
distnbutions of one large company. Enterprises for the exploitation 
of petroleum resources were second in value, and public utilities third, 
n /  1 Col°mbia and Venezuela, petroleum was the most important 
r Vi r . American enterpnse. In the latter country $174 000 000 

of the total of §186,000,000 was invested in petroleum production and 
* f:mnf  T ,u® represented a considerable reduction from the 1929 
st mate, not, in all probability, because of any decline in the intrinsic 

severd°fpn 16 ulVestments but, rather, because of the elimination of 
se\ eral companies whose balance-sheet values in 1929 were more
venfnrnS thl Drrea • In I°1ther 'vords> s°me of the very speculative ventures had disappeared by 1936. The production of petroleum in
beloTthe r S T  Vi?* n  1933’ altllough it was, in 1936, stillbelow the 1929 30 level. The Barco Concession, which will probably
sr i u 11 -1G fVtUre’wa? in the Process of development.P Large^ cale production in that area is dependent upon the construction of a
Stditv And t ,‘e -ean C?lombla b.bfcred from Venezuela in that public utility and agricultural enterpnses in the former were prominent
among the American investments. F l

Investments in Bolivia, Ecuador, the Guianas, Paraguay and Uru
guay were quite small. ^  y ’ Q uru

AFRICA, ASIA, AND OCEANIA
AFRICA

c- *?lrect mvestments in Africa totaled §93,000,000 at the end of 1936 
Sixty; perc^ t o tins total was in British South Africa. PeSoleum 
distribution and_copper mining comprised the greater part of the 
Afncan total and were largely concentrated in South Africa where 
alTotbe^nnT a’ld distribution investments were also located. In
I ib H r^ f  °f Ar rf ?u "-lth tlie P°ssible exception of Egypt and Libei.m, petroleum distribution comprised the sole American "interest 

‘of any appreciable size. (See table 5.) interest
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Table 5.—Africa, Asia, and Oceania: American Direct Investments, by Countries and Industrial Groups, End of 1936
(Values in  thousands of dollars]

Country

M anufacturing D istribution Agriculture M ining and 
smelting Petroleum

Public utilities 
and  transpor

tation
Miscellaneous Total

N um 
ber , Value N um 

ber Value N um 
ber Value N um 

ber Value N um 
ber Value N um 

ber Value N um 
ber Value N um 

ber Value

Africa:
Algeria, M adagascar, and T unisia ............. . «

12
(■)

<9
8,757
0

(»)
21
0

(0
7,001 
5, 125

0)
8

(0
7

11

(0
20,004

(»)
10,451
5,817

(9. 0) 7
7

10

1,032 
18,315 
3,180

7
47
16
7

IS

1,032 
55, 127 
8. 305 

10,451 
17, 770

British South Africa......................................... 0) 0 )E gyp t...................................................................
Portuguese A frica.................................... .........
Other Africa »................ .................................... o x « « c ) (9 « 7 11,002

15 10,080 31 14,354 0) 0) 7 18,515 31 39,517 (9 (9 8 10,210 95 92,604
Asia:

Arabia and Iran ................................................. (*)
0

25
5

(»)
17 
12
5

18 
8

(0
1, 500 
7,100 

300 
0 ) ,  

0,844 
5,211 

036 
7,511 
0,425

8 8 D
(9
<9

3

8
(9
(9
(9

17,453
(9
<9

»1.911

8
M

:
<9

2
11
10
0
8

11
13
21
0
4

327 
22, 234 
70,230 
8, 301 
», 2S0 

13,04 H 
15,022 
69, 123 
10,078 
4,281

11
17
67
22
8

32
40
20
00
12

17. 780
23,740 
90, 503 
29,005 
3, 280 

29, 080 
40.094 
69, 759 
92, 150 
13, 700

British M alaya................................................... <>)
23

e>

«
7,104
0)

0) «C h in a . . . . ...... ................................................. 8 (9
<9Cyprus, Irmi, Biliosi ine, ami Syria.............. 0)

0)
o
c>French Indochina and Siam *........................

Ind ia ..................................................................... 4
21

<0
17

(0

0, 188 
25, 501 

(0
0,220
0)

0) (9J a p a n ........................ . 0) «N etherlands Indies.............. ............................ 0)
10

0)
23, 819Philippine Islands............................................. « 0) 6 40,622

T urkey 4........................

Total, Asia »................................................... 72 64,531 98 38,852 22 71,003 8 18,430 48 140,003 12

(«>

78,191 41 0,014 301 410,093
Oceania:

A ustralia............................................................. 58
7

38,000
3, 053

20
8

8, 200 
3,808
. J 0) 

0)
(9
(9

(9
(9

(9
(9

(9 10
0

42,000 
14, 538

94
21

89,028 
21,099New Zealand......................................................

Total, Oceania *............................................. 65 42,352 28 12,008 3 5, 107 8 42,080 (9 (9 11 8,514 115 111,027
International................... ..................................... 4 480 2 3,000 2 8,002 1 13, 730 . . .___ 9 26, 100
Total, Africa, Asia, Oceania, andinternational*. 15G 107,401 162 08, 274 • 22 «71,003 18 42,061 • 80 238,428 15 02,000 58 27, 581 520 040,004

* Included under “ M iscellaneous.”
* French and  Spanish Morocco, French and British W est Africa, Italian  Africa, and Liberia.
5 T he column totals include num ber and value for those items covered by footnote 1—which items are not, of course, included in  the totals for “ M iscellaneous.”  
4 Including New Caledonia.
1 Including Eurojtean Turkey.
* Excluding the agricultural total for Africa.
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ASIA

The Philippine Islands were first among the Asiatic countries in the 
total of American direct investments. These investments, amounting 
to $92,000,000,17 were $13,000,000 larger than in 1929. Part of this 
increase was due to new enterprises and part to new data regarding 
old ones. There was a definite expansion in the manufacturing, agri
cultural, and gold-mining fields. Practically all of the agricultural 
investments were in sugar plantations and centrals.

Investments in China dropped from $114,000,000 in 1929 to 
$91,000,000 in 1936. The major part of this decline was due to changes 
m valuation in cases where the compiler, in one or both jmars, was 
forced to divide by countries, rather arbitrarily, the investments of 
some large companies which reported totals only. Petroleum and 
public utilities were the two industries in which most of the American 
capital found employment.

American companies in China, registered under the China Trade 
Act, had a total capitalization of a little over $22,000,000. Of that 
total, less than $2,500,000 was held in the United States, over $7,000,- 
000 was held by Americans in China, and the balance by Chinese and 
others. Loans by Chinese banks comprised a fair proportion of that 
balance. Only the $2,500,000 was included in the present study, the 
$7,000,000 being excluded by reason of the definition adopted in this 
study, which required that the owner of the investment should be 
domiciled in the United States.

The Netherlands Indies, with $70,000,000 of American capital, 
ranked third among Asiatic countries. Petroleum production and 
refining and agriculture (rubber plantations) were the largest indus- 
trial groups in the total. Japan followed and was the only country 
in Asia where manufacturing assumed first rank—$26,000,000 out of 
$47,000,000. The American interests in other parts of Asia, while of 
some nnportance statistically, had few distinguishing characteristics. 
The most notable was the rapid development of the petroleum industry 
in western Asia Arabia, Iran, and Iraq. Reported investments in 
Palestine related only to those held by American corporations. Hold
ings by individuals and groups domiciled in the United States, which 
may be substantial, are not recorded herein because of lack of data.

OCEANIA

Australia and New Zealand combined, as shown in table 5, employed 
$111,000,000 of American capital in their industries. These two 
British Dominions, particularly the Commonwealth of Australia, 
were of considerable importance in the manufacturing group, with 
products of fairly wide range. The number of establishments in
creased, even though there was a 25-percent drop in their aggregate 
value. The increase in number was a factor only in the manufactur
ing group. The decrease in value from 1929 was spread quite gen
erally over the entire field of investment. The sale and liquidation 
of previously held subsidiaries was not a decisive factor in the decline.

estim ated American investm ents in the  Philippine
i h .  (v',r,leA a i  T ile difference between these two estimates is a lm ost entirely accounted for by
the fact th a t the  Commission estim ated th e  investm ent in the  Philippine m ining industrv  a t  aimraised 

*greas the present estim ates were based on the  book value of th e  securities; also by th e  further fact 
*n' : uded the  investm ents o f American citizens perm anently  residing in th e  islands, 

!>ineTic.SiiĈ I f “?;1 th ?s s tndy. v ,  S. Tariff Commission, United S tates Philip- K , n i  if,’' ' ' all special reference.to the  Philippine Independence Act and o ther recent legislation; Reiiort 
No. 11s, second series, Government P rinting Office, 1937, p. ly i. ’ * 1
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Chapter III.—INDUSTRIAL DISTRIBUTION AND STRUCTURAL
ANALYSIS

In the discussion of American direct investments in the principal 
countries and areas of the world, mention was frequently made of the 
manner in which the outstanding industrial characteristics of those 
countries was reflected in the dominance of particular groups in the 
totals. The first section of this chapter is confined to an analysis of 
the investments in each major industry with a view to setting forth 
their principal characteristics. I t  will also serve as a convenient 
place to point out the relative importance of each group, a factor 
which it is desirable to emphasize in view of differing economic causes 
and effects. The second section is devoted to a brief analysis of the 
organization and structure of direct investments. It should serve as 
a start toward a better understanding of the relations between parent 
organizations and their foreign enterprises.

INDUSTRIAL DISTRIBUTION

The industrial distribution showed 43 percent of the total direct 
investment being used in extractive and agricultural pursuits; 25 per
cent in service industries (that is, utilities and transportation); 22 
percent in manufacturing concerns; and the remaining 10 percent in 
sales and miscellaneous establishments. These data are presented 
graphically in figure 2.

P U B IJC  UTILITY A ND T R A N SPO R TA T IO N

First in size among the industrial groups into which American 
direct investments were divided was the public-utility and transporta
tion group. At SI,640,000,000 there was virtually no change from the 
1929 estimate. However, the division of this total into railroad trans
portation, §329,000,000; electrical and gas utilities, 8964,000,000; and 
other utilities, including telephone and telegraph systems, 8347,000,000 
represented a substantial shift. The railroad total was down almost 
$260,000,000, a reduction almost wholly explained in the section about 
Canada.18 Electrical and telephone utilities were, in 1929, in the 
midst of a large foreign expansion, the results of which are evident in 
the figures given above.

Railroad investments were centered quite largely in nearby Canada, 
Cuba, Mexico, and Central America. The other types of public 
utilities were widespread, being located in countries from Canada to 
Argentina, and Spain to China. Practically every Latin American 
country and several European and Asiatic countries were in the public- 
utility list, although about 60 percent of the total was in Latin America 
and more than 30 percent in Canada.

•' CD. I I ,  p. 7. 

18



1 « M Ia im

INDUSTRIAL AND STRUCTURAL ANALYSIS 19
IN V E S T M E N T S  IN  M ANUFACTURING

With investments totaling SI,441,000,000 at the end of 1936, the 
manufacturing group was second among the various industries. 
Nevertheless, manufacturing investments have been more highly 
publicized than any other type and are often discussed as though 
they constituted the whole, no doubt because of the frequency of 
controversial issues relating to their economic causes and effects.

American capital was invested in manufacturing enterprises in 
Canada to a greater extent, in absolute amounts, than in any other 
single country. Canada itself supplied a good-sized market for manu
factured goods owing to the relatively high average purchasing power 
of its population. However, the attractiveness of the Dominion as 
the location for branch and subsidiary plants of American companies 
was not dependent solely upon the Canadian market . There was the 
additional advantage of being in a preferred position to serve the

Billions of Dollars
0 1 2  3 4 5 6 7

i .• i | ' \
! 1
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MB Miscellaneous

1 T̂bta,t
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Figure 2.—Industrial Distribution of American Direct Investm ents, End of 1&S6.

British Empire market from a location near enough to permit close 
parent-company supervision.

To demonstrate the range of manufacturing activity in the Ameri
can-controlled plants in Canada, one needs only to mention that the 
first six commodity groups represented among the investments were, 
in order of size, chemicals, metal products, foodstuffs, machinery, 
automotives, and electrical and telephone equipment and supplies. 
(See table 6.) The first three increased considerably over their 1929 
totals, while the others declined or showed relatively small changes. 
As to the number of enterprises there was a large increase in the total, 
as well as in most of the groups. This result was due to the much 
more extensive data available regarding the many small enterprises 
in which Americans were substantially interested. In this connec
tion, it may be noted that the average value of manufacturing enter
prises in Canada was considerably lower than in Europe and Latin 
America.

Investments in manufacturing in Europe, amounting to $611,- 
000,000, exceeded those in Canada, although the total for no single 
European country was much more than half of the Canadian total. 
Several factors were involved in drawing such a volume of manufac
turing interests to Europe: First, the size of the market; second, the

r , . a s -------4
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Table 6.—American Investments in Foreign Manufacturing Enterprises bw 
Geographic Areas and by Commodity Groups, End of 1936 '

fValues in thousands of dollars]

Com m odity groups

Autom otive........
Chem ical...........
Electrical.............
Foodstuff.............
Leather................
L um ber................
M achinery..........
M etal p roducts..
R ubber............. .
Textiles............
M iscellaneous.. .

T o tal.

C añada

N um 
ber

52
155
54
68
1588
82

148
12
63
69

Value

Europe

N um 
ber

42.010 
98,971
41.011 
83.363

1.451 
38. 742 
53.805 
96,681 
30, 255 
20, 542 
23,267

46
117
56
506
26
78
80
8

18
58

Value

816 *530.098 ! M3

115,702 
70,904 

110,753 
46,999 

1,024 
10.40-1 
93,820 
80,234 
16,388 
3, 718 

6!. 437

611.383 I

Latin  America Africa. Asia, ami 
Oceania

N um 
ber Value N um 

ber Value

6 17,245 14 31,268
64 27, 209 39 7.9238 13.681 17 17.025
27 73. 941 17 15.688c> Cl7 865 11 3. 141
9 5. 258 16 5,99216 5.008 12 2.968
4 7. 449 6 8.39110 20, 201 18 9, 79213 20,932 6 5.273

164 191.789 ; 1.56 ; 107.461

1 Included with “ Rubber.*’
* Exclusive of “ Paper and wood pu lp ,”  which am ounted  to $269,000,000.

high stage of industrial development, which meant the presence of 
labor and teclmical supplies; and third, legal systems, which permitted 
foreign corporate enterprise.

I t  is significant, though not surprising, that more than four-fifths of 
this investment was in the United Kingdom, Germanv, and France 
the  United Kingdom alone accounted for 44 percent of the total, or 
more than any four of the other European countries combined. This 
percentage applied to the number of enterprises as well as to their 
value.

As to the commodities produced, the range was just as great, but the 
distribution was not as even as in the case of Canada. Automotive 
equipment and accessories was the largest of the groups, followed bv 
electrical and telephone equipment and supplies, and machinery 
Lumber and foodstuffs, which, to a  considerable extent, were depend
ent upon the presence of raw materials, were not prominent amon°- the 
European investments, nor was textile manufacturing.

Latin America was not important in the manufacturing field. 
Argentina, [Brazil, and Cuba were the only countries in which such 
investments were very large. The rather extensive decline from the 
1929 total, from $231,000.000 to §192,000,000, was believed to be due 
principally to teclmical differences in the values used in the 1929 and 
1936 studies. Such differences particularly affected the foodstuffs 
group, which declined from §122,000,000 to §74,000,000. The 
increase m the number of establishments in Latin America was much 
smaller than in Canada and Europe.

,4 s f°r the "rest of the world," manufacturing investments were 
of importance only in Australia and Japan, where the automotive 
group was much the largest, as is shown in table 6.

P E T R O L E U M : PR O D U CIN G . R E F IN IN G . AND D ISTR IB U TIO N

American corporations had §1,075,000,000 invested in the petroleum 
industry in foreign countries. This designation includes all phases of ‘ 
the business—production, refining, and distribution. There was

***mm*.
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scarcely a country in which American petroleum interests were not 
active. The principal producing areas were northern South America, 
Mexico, the Netherlands Indies, the Persian Gulf area, and Rumania. 
Refining was carried on to some extent in most of those areas and, in 
addition, in some of the western European countries. Distribution 
was world-wide. The available data did not permit a division of the 
investment in this industry into its three phases.

Although petroleum interests in Latin America were larger than 
those in any other area, the decline in the value of the Mexican proper
ties, coupled with the increase in other areas, greatly reduced the 
relative importance of the Latin American field. Producing terri
tories more intensively exploited by American companies since 1929 
included the Persian Gulf area, the Netherlands Indies, and Canada. 
The increase in petroleum investments in Europe from §231,000,000 in 
1929 to §275,000,000 in 1936 was due primarily to the expansion of 
refining facilities in Western Europe.

M IN IN G  AND SM EL TIN G

Gold and silver mining accounted for about one-fifth of the 
§1,035,000,000 of capital invested in foreign mining and smelting 
enterprises. Two-thirds of the total was involved in mining indus
trial metals—copper, nickel, tin, iron, lead, manganese, and vanadium. 
The nonmetallic. minerals, such as nitrates, coal, gypsum, and asbestos, 
constituted the remainder of the investment. There was some reduc
tion in the grand total for this industry, due first to a technical change 
in the valuation of a large Canadian enterprise and, second, to the 
reduction in the book values of several South American copper 
companies. The anticipated expansion of American interests in 
Africa had not materialized by 1936.

American investments in the production of the precious metals 
were confined almost entirely to Mexico and Canada. Copper was 
produced largely in Chile, Mexico, Canada, and Peru, with much 
smaller interests in South Africa. Nickel being practically a natural 
monopoly of Canada, most of the nickel investments were located 
there. The same may be said of the natural nitrates in Chile.

AGRICULTURAL E N T E R P R IS E S

Over $480,000,000 was invested in agricultural properties. This 
total is in contrast to the estimate of $875,000,000 in 1929. The 
reduction was the result of the extremely poor economic position of 
the sugar industry, which therefore underwent widespread reorgani
zations. Most of the investments in sugar plantations and centrals, 
totaling §315,000,000, were in the West Indies, with smaller units 
in the Philippine Islands and Mexico. The production of bananas 
and other fruits, principally in Central America, Colombia, and the 
West Indies, employed over $90,000,000 of American capital. Rub
ber plantations in British Malaya, the Netherlands Indies, Brazil, and 
Liberia, and cattle ranches and miscellaneous agricultural enterprises 
in Mexico and Canada, involved investments of over $75,000,000.

D IST R IB U T IO N  AND M ISCELLA N EO U S E N T E R P R IS E S

Investments in distribution or selling organizations, exclusive of 
petroleum distribution, totaled $390,000,000. This total may be 
subdivided into wholesale companies (largely manufacturers’ sub-
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foreign investments operated in many parts of the world. Although 
there were some individual foreign units that, exceed 8100,000,000 
the average value was about $ 1,500,000.

AH of the very large foreign units were in the mining, petroleum, 
and public-utility groups. Furthermore, manufacturing companies 
comprised only a minority of the group of American parent companies 
which held the large total investments. In other words, the raw- 
material and the service industries were, in general, those in which the 
American direct investments were concentrated. The ownership of 
the other industries was much more widely distributed.

C O R P O R A T E  ORGANIZATIONS

Of the direct investments which were organized in the form of cor
porations—94 percent of the total—data were available, by types of

INDUSTRIAL AND STRUCTURAL ANALYSIS 23

Figure 3.—Financial Structure of Am erican Direct Investm ents, End of 1936.

securities, covering 84,400,000,000, or 70 percent of the total value. 
Keports available regarding the other 30 percent revealed the total 
investment only. Table 7 and figure 3, relating to the financial 
structure of American direct investments under the corporate form of 
organization, were based on this 70 percent sample.

More than 4/ percent of the investment in foreign corporations was 
represented by common stock, and an additional 13.6 percent was in 
the form of net surplus accounts. Bonds and notes, comprising 18.2 
percent, and advances and intercompany accounts, 14 1 percent 
exceeded surplus, while preferred stock was a relatively small part of 
the total.

Advances and intercompany accounts21 partook of the nature of 
short- as well as long-term investments. In fact, many times 
advances were probably reported on the questionnaire as demand 
loans or notes, and vice versa. Such advances might have been made 
for additions to plant and equipment or for new acquisitions. Inter
company accounts might have been considered as short-term invest
ments. However, some of these accounts, such as those which were 
connected with the financing of inventory, became a permanent part 
of the working capital of the business. This category embracing

>1 Although advances and intercom pany accounts were listed as separate items on the questionnaire they 
have t>een combined in th is bulletin liecause those term s were not uniformly interpreted. re' <ney
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advances and intercompany accounts .was, of course, subject to changes 
of considerable scope depending upon the conditions of business and 
the stage of development of the individual enterprises 

Common stock comprised between 50 and 60 percent of the invest
ment in five of the seven industrial groups. Only in the distribution 
s roup and the public-utility and transportation groups was common 
stock of secondary importance. In the distribution group, advances 
constituted the largest category—42 percent—while surplus accounts 
were approximately equal to the common stock. Public utilities 
were financed to a large extent by bonds and notes, some of which 
were actually secured advances. The petroleum and agricultural 
groups had net deficits. In the former case advances and inter
company accounts were very large, and in the latter, the agricultural 
group, bonds were quite important and constituted a heavy fixed 
charge during the period of unfavorable business conditions.
Table 7.—Financial Structure of American Direct Investments, by Industrial 

Groups, and by Geographic Areas, End of 1936
[In millions of dollars]

Groups and geographic areas

Industrial groups:
M anufacturing ___
D istribution ..................
Petroleum ...........................
M ining and  sm elting___
A griculture....................... .
Public u tility  and  trans

portation....... .............. .
All o th e r . . . . __________•,

T o tal...............................

Geographic areas:
Canada and Newfound

lan d .......... ......................
Europe................ ................
L atin  America...............
Rest of w orld...... ..............

T o tal...........................

Organized as corporations

Com
mon
stock

58?
59

207
485
201

463
70

2,072

510
414
898
250

Sur
plus i 

or
deficit

2,072

288
57
(1)

183
(18)

79
11

255
134
137
73

599

Pre
ferred
stock

56
4

12
14
28

184
7

305

93
14 

183
15

305

Bonds,
notes,
and

mort-

1031
14
99
76

487
20

800

303
14

455
28

Advances
and

in ter
company
accounts

Organized as branches

Total

79
88

143
18
42

218
35

800

623

74
149
331

623

1,113
209
375
799
329

1,431
143

Fixed
assets

C ur
rent

assets

4,399 160

1,235
725

2.004
435

4,399 160

Total

136

64
4S
71
59
31

14
9

296

56

117
96

i n \ h f s 4 ‘on^na T™ n,il “ S  b ? t a i £ ^ W ' l v ? ' he import“ “  ««U»«“  *  tadicated
* Including paper and wood pulp.

was available.*3 tab,e reIateS 0nly ‘° th0Se inTestments regarding which the break-down by type of holding

Thei data given in table 7, by geographic areas, did not reveal any 
striking differences m financial structures. Such differences as were 
indicated were, in the main, determined by the characteristics of the 
dominant industry. For example, in Latin America, where the 
public-utility total was large, common stock was low and bonds 
nigh, relative to other areas. Certain differences were noted in the 
basic data, however. Surpluses in the manufacturing and mining 
industries in Canada were much more important than in any other 
area. The bond category in Canada was high because of the ratio 
of bonds to total investments in the paper and pulp and public-



Wsr* rnmtrn mm
%

INDUSTRIAL AND STRUCTURAL ANALYSIS 2 5

utility gioups, both of which contain several large companies that 
were only partially owned in the Lnited States but were well known 
and able to borrow in this country by means of bond issues. In 
Europe, common stock was, as a rule, a larger part of the total than 
in the other areas, particularly with respect to manufacturing invest
ments.

BRA N CH  ORGANIZATIONS

l" Direct branch operations comprised $400,000,000, or only 6 percent,
of the total direct investments. For three-fourths of the investments 
in branches, a division between fixed assets and current assets was 
reported, fixed assets accounting for 54 percent of the total and cur
rent assets for 46 percent. An excess of fixed over current assets 
occurred in the mining and smelting, agricultural, and public-utility 
groups. The largest excess of current assets was shown by distribu
tion and petroleum branches. The assets of manufacturing branches 
were fairly evenly divided.

Branch operations were used to a great extent by the petroleum 
and manufacturing industries; the former particularly in the Far 
East and the latter in Canada. The principal area in which such 
operations were prominent was Latin America, especially in the 
mining and smelting industry. I t might have been expected that 
the investment in distribution branches would predominate, but as 

; ? matter of fact many so-called selling branches entail little or no
4 investment.

M ISCELLANEOUS IN V E S T M E N T S IN  A M ERICAN-CONTROLLED F O R E IG N  E N T E R P R IS E S

The holdings of the securities of direct investment companies by 
noncontrolling investors were for all practical purposes limited to the 
preferred stock and bond categories and to Canada and Latin 
America. Such investments in the Canadian companies amounted 
to $25,000,000 of preferred stock and $250,000,000 of bonds. In 
Larin American companies the totals were $50,000,000 and $125,000,- 
000, respectively. The total of these miscellaneous holdings com
prised less than < percent of all American direct investments.
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Chapter IV.—TRENDS SINCE 1929
A comparison of the 1929 and 1936 valuations of identical foreign 

investments, item for item, would be desirable. Tjnfortunately that 
could not be done for several reasons: First, because the 1929 returns 
were destroyed; second, because the available by-country and by- 
industry data for the 2 years included different sets of companies, 
some of the old ones having been sold or liquidated and some new 
ones having been formed; and third, because the methods of valuation 
were not comparable in many cases.*2

GENERAL STATEMENT OF INVESTMENT TRENDS

Available data indicated that foreign manufacturing investments 
which were in existence in both 1929 and 1936 were only slightly lower 
in value at the later date. Apparently operating losses were approx
imately balanced by undistributed operating _ profits and by new- 
capital supplied by the parent companies. Quite general declines in 
the estimated totals were due to the failure of new investments to 
offset the sales of several large, and the liquidation of many small and 
medium-sized, investments. In the manufacturing group the inclu
sion of old investments concerning which there had been little or no 
information previously available tended to keep the 1936 total fairly 
close to that recorded“ in the earlier bulletin. . . .

Wholesale distribution, on the other hand, declmed considerably m 
value in most countries. This decline represented^ the reduction m 
the value of such enterprises as were in actual operation on both dates, 
plus the value of the large number that were entirely liquidated, less, 
of course, the value of new enterprises. In addition it was noted that 
several subsidiaries originally formed for distribution purposes had 
become manufacturing units, or vice versa, during the period. Retail 
merchandising companies, which in 1929 were included m the mis
cellaneous group, had increased slightly in value.

Probably the most severe of all declines from the 1929 values was 
that experienced by the agricultural investments. Cuban sugar plan
tations were particularly affected. Equity interests existing m 19-9 
were in numerous instances wiped out entirely, and, in addition, the 
nominal value of the senior securities was greatly reduced, borne 
other agricultural enterprises, which did not have heavy fixed charges 
to meet and were not forced into receivership, readjusted their capital 
structure downward to conform to the new conditions. Many of the 
Mexican cattle ranches and other' agricultural properties owned by 
individuals or small companies in the united btates were either seized 
bv the Mexican Government in connection with the agrarian program 
of breaking up large estates into small farms, or were abandoned by
the owners. , T„Petroleum investments were subject to many cross-currents, in 
Mexico the reported investment was less than half that reported in

II A comparison of the methods of valuation used  in  the  tw o studies is given in appendix A 
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1929. This reduction may have been due to the depletion of some of 
the fields as well as to the effect of Government policies. Or, it may 
have been due in part to writing: down the asset values in accordance 
with conservative business policies. There was a decline in the 
reported value of petroleum investments in Venezuela, also. This 
decline may be accounted for by the failure or disappearance of several 
companies with unproven bvit highly capitalized concessions. On the 
other hand, the presence of new sources of supply was discovered, or 
the development of already proven fields was extended, in the Near 
East, Canada, Colombia, and the Netherlands Indies. I t was not 
alone in the production phase of the industry that expansion occurred. 
Investments in Europe, winch, with one notable exception, were con
fined to refining and distribution, increased by about 20 percent.

Some of the decline in mining and smelting investments, especially 
in Canada and South Africa, resulted from differences in methods of 
valuation—for instance, from the use of market values in 1929 and 
equity values in 1936, particularly with reference to a few cases of 
partial ownership. There was a  considerable revival of interest in 
Canadian gold-mining enterprises after 1932, but most of the resultant 
increase was in the “portfolio” rather than “direct” investment cate
gory. In South Africa there was a consolidation of the American 
interest, in some cases resulting in American-controlled companies, 
whereas previously the investments were primarily minority interests 
in British concerns. Several South American companies paid divi
dends during the depression out of previously earned surpluses, or 
made capital distributions. Substantial reductions in book value 
resulted from these practices. In Mexico the depression, combined 
with Government labor and tax policies, caused many of the smaller 
mining companies to abandon their properties entirely.

The year 1929 was about the peak of a remarkable expansion of 
American public-utility investments in South America. The amounts 
involved in the acquisition of properties since 1929 vrere not large in 
comparison with the amounts involved in previous years, but they 
wrere sufficient, along with the necessary modernization and improve
ment expenditures since acquisition, to bring about an increase in 
total investments in electrical and telephone utilities. The same 
trend did not exist with regard to railway investments, which wrere 
lowered by a succession of operating deficits after 1929, by the aban
donment of some properties, and by a change in the classification of 
one foreign company from the direct to the portfolio category.

TRENDS AS SHOWN BY INCOME DATA

The rate of income 23 from American direct investments in foreign 
countries should in general follow the course of business activity. 
However, geographic and industrial variations from the general trend, 
which are more pronounced among foreign than among domestic 
investments, indicated the need for exhaustive research in this field. 
Such research is important not only because it provides balance-of- 
payments data and indexes of the profitability of foreign investments,

c  A description of the sources and methods used, as well as the problems involved, in estimating: the  
income from direct investm ents will be found in th e  Balance of International Paym ents of the United States 
in l&i6, pp. 36-37.
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but, also, because the reinvestment of earnings has a significant effect 
on the investment totals.

Beginning with 1934 sufficient data became available to estimate the 
total income, for balance-of-payments purposes, on the basis of actual 
earnings and dividends,-4 although the 37 percent sampling for that 
year was not sufficient to allow a comparison with 1935 and 1930 in 
the same detail that is furnished iu table 8 for the more recent years. 
Even in 1935 and 1936, the sample varied from 10 percent for Oceania 
to 63 percent for Asia, and for one area, Central America and Mexico 
it rose from 36 percent in 1935 to 57 percent in 1936. Notwithstand
ing the lack of comparability of parts of the sample, a brief analysis 
of the available data is presented in this section. As additional data 
are accumulated over a period of years, more detailed analysis will 
be possible.
Table 8 - -Income From American Direct Investments in Foreign Countries, 1935 

and 1936

Item s 1935 1936

Common dividends.................. $163,250,000 
3, 768,000 

26. 726, 000 
8.931, 000

$178, 392, 000 
3. 536. 000 

27, 750,000 
6, 600, 000

Preferred dividends...................... ...
In te rest......................  ................
O ther cash income...... .............

T o tal cash receipts.............. 202,675,000 216, 278, 000

Percent of to ta l direct investm ents to which the above d a ta  applied Percent
56

5.4

Percent
63

5.2Average rate of re tu rn ..........

. The average rates of return, given in table 8, as well as those men
tioned in the text, are based on cash receipts and 1936 investment 
values. The indicated rates of 5.4 percent for 1935 and 5.2 percent 
for 1936 are evidence of profitable operations on the basis of the valua
tions reported for use in this survey.

Direct investment yields during 1935 and 1936 were highest in 
Asia, Canada, and Europe, in the order named. An industrial analysis 
for the same 2 years indicated that the petroleum enterprises produced 
the highest returns, manufacturing and distribution being second, and 
mming third. Each of these leading geographical and industrial 
groups, except mining, reflected the small decline shown in the average 
rates of return in the preceding table. The income from mining enter- 
prises rose slightly on the whole but varied greatly as between coun
tries. Investments in the West Indies continued to reveal the low 
earning power of the sugar companies. Agricultural enterprises as a 
whole, together with public utilities, yielded the smallest return. 
Data for other areas and industries were too limited or fluctuated too 
widely from 1935 to 1936 for one to identify trends with accuracy.

The income trend when measured only'by dividends on common 
stock (that is, after eliminating preferred dividends, liquidating divi
dends, capital distributions, interest, and special receipts of various 
kinds) revealed an upward course from 1934 through 1936. For the 
3 years, the estimated rates of return were 3.9 percent, 5 percent, and 
5.3 percent. Other receipts, particularly interest and preferred divi-

>< The print-¡[»1 source of the additional d a ta  was th e  registration statements filed w ith the Securities and 
Exchange Commission, especially under the Securities Exchange Act ot 11134.

m m m
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(lends, together with the investment they represented, were a minor 
factor in the returns from direct investments.2*

The trend of earnings applicable to common stock was also a rising 
one during this period, but the rate of increase from 1935 to 1936 was 
much greater than it was for dividends. Computed on the same basis 
as the dividends discussed in the preceding paragraph, earnings were 
at the rate of 4.9 percent for 1934, 6.1 percent for 1935, and 7.4 percent 
for 1936. It was apparent, therefore, that the amount and percentage of 
earnings reinvested was about the same for 1934 and 1935 when both 
earnings and dividends increased in about the same proportion. How
ever, in 1936 dividends remained almost stationary while earnings 
showed a rapid advance. In other words, more than SO percent of 
the earnings were paid out in common-stock dividends during the 
first 2 years and 70 percent during the last one. The indicated 
reinvestment of earnings was approximately $50,000,000 in 1934, 
$50,000,000 in 1935, and $100,000,000 in 1936.

TRENDS IN NEW FOREIGN INVESTMENTSn

Chronological data regarding the establishment of American direct 
investments in foreign manufacturing enterprises, through 1929, were 
published in 1930.27 At that time the number of new American 
enterprises in foreign countries established each year had reached a 
high point, particularly in Europe. Data collected in connection with 
the present study showed that the movement reached its peak in 
1928-29. Those data also showed that, from 1930 to 1936 inclusive, 
manufacturing enterprises comprised a large part of the total new 
direct investments in Canada and to a smaller extent in Europe. 
Trading, while not equaling manufacturing, vras more important in 
Europe than in any other area. As is shown in table 10, mining, 
petroleum, public-utility, and miscellaneous enterprises included a 
greater part of the total in Latin America, Africa, Asia, and Oceania 
than elsewhere.

»  See eh. I l l ,  fig. 3. for the  relative im portance of the investm ents in common stock, bonds, and preferred

s t 2?'The data  in thus section relate to  the  num ber c f investm ents or units, not to the am ount of capital in-

'° i 'T r a d e  Informat ion Bulletin No. 731, pp. 36-50. Regarding other industrial groups, some of the u npub
lished da ta  collected in connection w ith  th a t s tu d y  are given in tabular form in appendix F.
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Table »•—American Foreign Subsidiaries, Branches, and Other Investments 
___________ Established During the Period 1930 to 1936, Inclusive 1

Regions and years

C anada:
1930..
1931..
1932..
1933..
1934..
1935..
1936..

M anu
facturing

Total..

Europe:
1930..
1931..
1932..
1933..
1934..
1935..

T o ta l . ,

L atin  America:
1930................

: 1931................
1932.. . . ..................
1933 ...................... ......................
1934 .
1935.. .
1936................

D istri
bution

209

T otaL ..

Africa, Asia, Oceania
1930 .....
1931 ___________. . . . .
1932 ................ . '
1933...............
1934 ...................."
1935 .......
1936 ...................... ...................... ......................

TotaL ......... .

96

76

Agricul
tu re

M ining
and

smelting

43

42

31

26

Petro
leum

Public
utility

and
trans

portation

Miscel
laneous

31 I 10

Total

61

42
27

23

45
31
32 
18 
19 
28 
25

19
26
11
15
16 
16 21

124

20
13
15
13
13
10
13

of o r ^ f e ^ a b l i s f r n t “  e% <>i T n  whiA
Sova^greatly at°variinca w l& b T e  S T  “  Chr°QOlogiral -

C A N A D A

Contrary to what is expected in periods of declining business, new 
American investments in Canada continued at a very hio-h level 
through 1933, especially in the manufacturing and trading°groups 
1 he growth.of manufacturing investments established from 1930 to 
1933, inclusive, was presumably influenced by the policies of the 
^ n r ' T 11 Government and by the Ottawa Conference of 1932 

O f the new Canadian manufacturing branches or subsidiaries “M 
percent were engaged primarily in the production of chemicals,’ 14 
percent m the production of electrical and telephone equipment and 
supplies, and 12 percent m the production of machinery and other 
metal products. Foodstuffs, automobile accessories, lumber and 

Prot ucG> an<-l textiles were also well represented in the list 
1 he reason for the increase in the number of distribution enterprises 

established in Canada was not evident. In only one other industry 
mining and smelting, was there a large number of new investments!

as
sg
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The expansion in this group was encouraged, of course, by the high 
price of gold.

Starting in 1933 and reaching a low in 1936 there was a very notice
able downward tremí in the number of new investments in Canada. 
This trend was particularly prominent in the manufacturing, public- 
utility, and trading groups.

o t h e r  g e o g r a p h i c  a r e a s

The largest drop in the number of new investments occurred in 
Europe. The movement began in 1930 and continued through 1934, 
thus following quite closely the course of business activity. In 1935 
and 1936 the number of new enterprises rose somewhat to about one- 
fifth of the number established in 1928 and 1929. (See appendix F.) 
The increase in 1935 and 1936 was in the manufacturing group and 
applied especially to England.

Throughout the 7 years about one-third of the new investments in 
manufacturing enterprises were in the chemical field, principally 
pharmaceutical and medicinal specialties. The other important 
commodity groups were electrical and telephone equipment and 
supplies, foodstuffs, and .textile products, each of which accounted 
for about 10 percent. v

The number of new sales units did not decline to the same  ̂degree 
as the manufacturing units, nor show a comparable recovery in 1935
and 1936. . . .

Extensions of American manufacturing and trading enterprises into 
Latin America declined sharply in 1930 and continued at a low level 
throughout the next 6 years. Such new investments as occurred in 
the petroleum industry "were concentrated during the years 1934-36, 
while those in the public-utilities field occurred from 1930 to 1932, 
inclusive.

In Africa, Asia, and Oceania, new American investments followed 
about the same course as in Latin America, except that the decline 
in 1930 was not as abrupt. The interest displayed by American 
concerns in South African copper mines had, by 1931, reached the 
stage of consolidations, mergers, and additions to the properties of 
existing concerns. The period of rapid expansion in that field occurred 
from 1927 to 1930, inclusive.
TRENDS IN THE DISPOSITION OF OLD FOREIGN INVESTMENTS28

Foreign industrial enterprises are subject to all of the risks affecting 
domestic industry, plus a few more. I t  was not surprising, therefore, 
that the number of establishments that were liquidated, sold, or 
otherwise disposed of during the years 1930-36 was rather large.

Some of the data in table 10 were reported by the corporations in 
their replies to the questionnaire, while other data were obtained 
after special letters had been sent asking why certain previously held 
subsidiaries had not been included in the report received. Still other 
data were obtained as a result of the research which has been carried 
on continuously by the Finance Division in this general field.

A large proportion of the data received did not supply either the 
date or the method of disposal. This record cannot be considered as

>! T he data in th is  section relate to the  num ber of investm ents, not to the  am ount of capital involved#

»*9  .1 - II.!. . , . .1 1
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complete or as anything more, therefore, than an indication of »the 
methods used to dispose of foreign investments.

In this discussion, “liquidated or out of business” included all units 
reported as abandoned, bankrupt, dissolved, or discontinued. Some 
of the dates probably related to the time of legal dissolution. Sales to 
foreigners related to the transfer of title to a going business. Where 
the American company reported “no foreign investments,” nothing is 
known as to the manner in which the disposal of previous investments 
was effected.

Table 10.—American Foreign Subsidiaries, Branches, and Other Investments 
Disposed of During the Period 1930 to 1936, Inclusive 1

Regions and years
L iqu i

dated  or 
ou t of 

business

Sold to 
foreigners

American 
company 
reported 

“ No foreign 
invest
m ents"

W ithdraw n 
for miscel

laneous 
reasons

Total

Canada:
49
3
7
9

11
14
10
18

22 124 67 262
3

12
17
19
27
23
36

1930................ ................ ........................
1931....................................... . 5 

8 
8 
9 
9 

15

1932............................. ...........................
1933..............................................
1934....................................................... 4

4
3

1935........................................ .........................
1936..... ................ ................... .............. .............. .

T o tal.............................................................. 121 76 124 78 399
Europe:

U ndated .................... ............................................. 8
2
1
2
5 

10
6 
8

2
4
2
2

13
7

10
9

21 5 36
6
3
4

20
17
16
17

1930........................................................................ .
1931.............. ........................................................
1932............................. ........................................
1933................................................................. . 21 9 3 4 .......................................................................
1935.............. ............................................................
1936............................................................................

T o tal............................................................... . 42 49 21 7 119
L atin  America:

30
3
3
3
4 
4 
8 
8

2 23 40
1

95
4
3
4 
8 
6

12
10

1930......................................................... : ________
1931............................................................................
1932............................................................................ 1

4
2
4
2

1933........................... ...............................................
1934...........................................................................
1935...........................................................................
1936.................................................... .....................

63 15 23 41 142
Africa, Asia, Oceania:

6 8 5 191930...........................................................................
1931........................................................................... 1

1
2
1
1
2

1
2
4
1

2

1932............................................................................ 1
21933...........................................................................

1934.............................................. ............................
1935...................................................................... . 6
1936...........................................................................

14 9 j 8 5 36

1 Only d a ta  regarding companies in  existence in  1929, or know n to  have been established since th a t  date, 
were included in  th is  table.
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T IM E  TR E N D S

Time trends were rather unsatisfactory because so large a propor
tion of the Canadian and Latin American data was undated. Table 
10 showed a considerable increase in liquidations as the depression 
period continued. It was difficult to account for the number liqui
dated in 1935 and 1936, however, unless they represented the rather 
belated recognition of a condition of insolvency which the revival of 
business had not been able to correct. There may have been a 
tendency on the part of corporations not to report the exact year of 
dissolution except in the case of recently discontinued enterprises.

I t  has not been possible, from the available data, to construct a 
mortality table for direct investments. However, 16 of the 121 
Canadian investments that were liquidated between 1930 and 1936, 
and 7 of the 77 that were sold to foreigners, were originally established 
before 1915. Also, 26 of the investments liquidated and 16 of those 
sold were originally established between 1930 and 1936. Of the 
European investments 5 of 52 liquidated and 7 of 50 sold during the 
7 years under review were established before the World War. Very 
few of those established from 1930 to 1936 were disposed of during 
those years. Of the 63 Latin American investments liquidated, 13 
originated before 1915. This large proportion was dominated by 
the abandonment of Mexican mining properties, several of which 
might actually have ceased operations before 1929.

M E T H O D S  O F  D ISP O SIT IO N

I t is apparent that liquidation of foreign investments was the most 
important method of disposal, measured in terms of numbers of units. 
In terms of value, sales were undoubtedly first in rank. The enter
prises liquidated were in general quite small, whereas several of those 
that were sold were valued at a million dollars or more. Only in Europe 
did the number of sales exceed the number of liquidations. National
ism was a factor in the disposal of American direct investments in 
several countries; for instance in Spam, where the petroleum industry 
was nationalized, and in Mexico, where large estates were seized by 
the Government in connection with its agrarian program. Many 
small mining companies in Mexico reported that the labor and tax 
policies of the Government were such that they could not continue in 
operation, and that their properties were reverting to the Government.

Sales to foreigners were more numerous after 1932. The peak in 
Europe, dominated by England, was reached in 1933. By that year 
England had built up a supply of capital available for investment, 
while at the same time the restriction of foreign lending and the 
dearth of acceptable borrowers limited the demands for capital. 
Under such circumstances English investors turned to the repurchase 
of part or all of the foreign interest in their own enterprises. Such 
transactions continued in important volume, with the approval of 
the authorities, through 1936.
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In Canada the repurchases of American direct investments appeared 
more as a natural trend. For years there had been a gradual re
patriation to Canada of the title to its industry. In the opinion of 
some of its closest observers, Canada is no longer dependent upon 
foreign countries for the capital to develop its resources and to finance 
its government projects, only a certain amount of refunding capital 
being required. In fact, the Canadian balance of payments for 
several years has shown a net export of capital.



APPENDIXES
A. METHODS EMPLOYED IN COLLECTING AND COMPILING

DATA
PREPARATION OP THE MAILING LIST

The first important step in the conduct of tin's investigation was the preparation 
oi a mailing list. I t  was thought to  be neither necessary nor desirable to send 
questionnaires to all corporations in the United States, because only a  small pro
portion h;i \ e business dealings outside of this country and a still smaller proportion 
have investments in foreign countries. However, in the preparation of the mailing 
list care was exercised to include all companies that were thought to have such 
investments.

The.task of preparing the mailing list was simplified bv reason of the accumula
tion of data resulting from years of study of the subject'bv the Finance Division 
A ‘luestionna're study of American direct investments abroad was made in 192SU 
, - 1 he list of companies circularized at that time was based primarily on the
detailed inquiries of the foreign officers of the Departments of Commerce and 
btate. 1 his list was corrected to a considerable extent bv means of data obtained 
currently during the intervening years from newspapers, financial journals, cor
poration manuals, and reports from foreign offices.

Registration statements filed with the Securities and Exchange Commission 
uiiGer the 1933 and 1934 acts were very useful. Those reports were examined in 
detail for any data relating to foreign investments. The information obtained 
thereby relating to new investments, old investments not previously uncovered 
and old investments sold, liquidated, or otherwise disposed of, was in valuable for 
the purposes of the present survey. I t  not only facilitated the work of correcting 
the mailing list, but also the equally important task of checking the replies r e 
c e i v e d  from the corporations. This check concerned itself with omissions from 
the replies arising out of the misunderstanding or misinterpretation of the ques
tionnaire. lo r  example, corporations frequently omitted Canadian subsidiaries 
and foreign subsidiaries that were held through domestic subsidiaries. Supple
mentary inquiries were made in such cases. Investment values were available a t 
the ¡securities and Exchange Commission for about 50 percent of the total. How
ever, those value data for the purposes of this study, were subject to serious limi
tations. (See pp. 36-38.)

Questionnaires1 were mailed to about 3,000 American companies. In addition, 
special letters were sent to about 500 Canadian, Cuban, and Mexican companies 
which were reported as owned or controlled in the United States but noteou- 
nected with any American company. Replies were received from about 2 500 of 
the American companies and 200 of the foreign companies. More than half of 
those replying reported investments in foreign countries. Practically all of the 
corporations with large foreign investments cooperated in the survey’bv sendimr 
in detailed replies to the questionnaire. * 6

Data regarding the foreign investments of the relatively few corporations that 
did not send in replies were obtained from various sources such as corporation 
manuals registration statements filed with the Securities and Exchange Commis
sion, and reports from the foreign offices of this Department. The information 
obtained from corporation manuals was confined to those cases where balance 
sheets were given; investments in some of the Cuban sugar companies were ob
tained in tin's manner. An analysis of the data gathered from the records of the 
Securities and Exchange Commission is given later in this appendix.

The returns from the corporations and the data obtained as stated above were 
then .tabulated in such form as to make identification of individual investments 
impossible, and yet permit the data to be compiled bv countries and industries 
1 he returns themselves were then destroyed.

1 See appendix li for copy of the questionnaire and the  cot w ins letter.
35
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The extent to which the various sources of value data were used in this study 
was: (1) Questionnaire returns, 73 percent; (2) registration statements filed with 
the Securities and Exchange Commission, 5 percent; (3) corporation manuals, 15 
percent; (4) foreign offices, 5 percent; and (5) estimates by the compilers, 2 percent. 
The estimates were based on data collected from many sources during the last 7 
years of study. It is believed that more complete data' would prove the estimates 
low rather than high.

METHOD OF VALUATION
The problem of Valuation required very careful attention. Inasmuch as there 

were several possibilities, the questionnaire had to be definite as to the approach 
that should be used. The valuation requested had to be one that could be ob
tained readily and, a t the same time, furnish the most significant data.3

The valuation adopted was based on the books of the foreign company. The 
aim was to arrive a t th e  n e t in v e s tm e n t  o f  A m e r ic a n s  i n  th e  fo r e ig n  c o m p a n y  a s  
sh o ttm  o n  th e  b o o k s o f  th a t f o r e ig n  c o m p a n y .3 To that end the American companies 
were requested to supply data regarding the value of their interest in the common 
stock, surplus or deficit, preferred stock, bonds, notes, and mortgages, and advances 
and intercompany accounts (net). Companies having unincorporated foreign 
properties or businesses were asked to state the net value of such properties or 
businesses, as carried on their books.

The questionnaire asked that the rate of exchange be stated when conversions 
were made from foreign currencies. Some of the returns were in dollars, and 
many of them • indicated the rate of exchange used in conversions. Care was 
taken, m all cases where it was possible, to convert the values into dollars at the 
average rate of exchange for the month of December 1936. The rates used are 
given in appendix D.

In order to arrive at the total direet investments, it was necessary to obtain 
data under three classifications; First, the holdings of American corporations' 
second, the investments of individuals in the securities of the foreign enterprises 
included in the first classification j nnd third, such holdings of individuals ns involve 
direct control of foreign companies.

I t  was not possible in all cases to obtain the values which the questionnaire was 
designed to produce, since the corporations reacted differently to the respective 
questions. I t  was occasionally noted in the returns that jointowners of a foreign 
subsidiary reported their interest in the subsidiary in amounts which did not 
conform to their respective interests. Apparently there was a  tendency, regardless 
of the specific request of the questionnaire, to think of the investments in terms 
of cost, or in terms of the value shown on the American company's books.

In those cases where data were taken from corporation manuals, the results 
usually conformed quite closely to the questionnaire standard of valuation.

Value data obtained from registration statements on file with, and available for 
public use at, the Securities and Exchange Commission, were Used to the extent 
of $323,000,000, thereby constituting about 5 percent of total foreign direct in
vestments. In order to determine the extent to which this figure was comparable 
with the results obtained from the questionnaire, and in order to throw additional 
light on the questionnaire values, a detailed study was made of all foreign invest
ments concerning which information was available both from the questionnaire 
returns and from the registration statements. The resulting analysis, embracing 
37 percent of the total foreign direct investments, is presented in table I.

I t  was immediately evident that the questionnaire figures were, in total, sub
stantially in excess of those obtained a t  the Securities and Exchange Commission, 
the former being about 25 percent higher than the latter. There were two 
reasons for this difference: First, the questionnaire data were more complete; and 
second, the Securities and Exchange Commission data which were available rep
resented preponderantly the book value of investments as carried in the accounts 
of the parent corporation rather than the equity in such investments as required 
by the questionnaire. The Securities and Exchange Commission schedules were 
not designed to  reveal the foreign investments of the corporate registrants. Un
doubtedly, in the great majority of eases, the value of foreign investments as car
ried in the consolidated financial statements submitted bv the registrants was 
approximately the same as the value reported on the questionnaires, but unfor
tunately the unconsolidated financial statements, and the schedules pertaining 
thereto, were those in which the foreign investments could most often be success
fully segregated from domestic assets.

For o discussion of the various types of valuation that were considered 
rroo lem s Involved in Studies of Foreign Direct Investm ents.

* See copy of questionnaire in appendix B.
, see appendix E, Technical

y f f r  ...



APPENDIXES 37
The preceding paragraph will be better understood by a closer examination of 

table I. Tiie groupings therein were made on the basis of the type and extent of 
the data which were available in the registration statements; in those cases where 
a particular item could have been classed in any one of two or more groups it was 
included in the group which most closely conformed to the requirements of the 
questionnaire.

Table I.—Comparison of Questionnaire Data with Data Obtained From Securities 
and Exchange Commission Registration Statements

[In  thousands of dollars]

Questionnaire data

Com parative groups, based on avail
able Securities and Exchange 
Commission data

N um 
ber of 
foreign 
enter
prises

Securi
ties and 

Ex
change 
data, 
to ta l

Common
stock

Sur
plus 

or def
icit

Pre
ferred
stock

Bonds,
notes,
and

m ort
gages

A d
vances

and
in ter
com
pany
ac

counts

Total

1. Companies reporting their to tal 
investm ent in foreign enter
prises................................................ 402 975,974 519,827 118,876 109,139 191,799 203,363 l, 143, 004

II. Companies reporting their in
vestm ent in the securities of 
individual foreign affiliates........ 356 548,703 506, 258 115,187 13,827 7,620 147,672 790,564

III. Companies reporting their ad 
vances and/or intercom pany 
accounts in addition to  their 
investm ent in the  securities 
of individual foreign affiliates. 60 i 311,942 40,173 * 12,065 114 179 69,506 97,907

IV. Companies reporting their 
equity  in  the ir foreign affili
ates................................................ 105 142,193 75,472 56,047 17,868 2,013 38, 560 169,960

V. O ther companies reporting to the 
Securities 8nd Exchange Com
mission on a basis making pos
sible a comparison w ith ques
tionnaire returns.......................... 65 191,285 169,130 7,366 8,838 50,582 21,300 257,216

Total.........................  . . . _____ 1,048 1,970,097 1,310,860 285,411 149, 786 252,193 460,401 2,458, 651

1 Of which $«0,578,000 represents advances and/or intercom pany accounts. 
»DeSeit.

Group I'w as composed of 29 relatively large American companies which re
ported in their registration statements a total value for all their foreign invest
ments. Indicating the type of company here included, group I accounted for 462 
foreign subsidiaries, affiliates, and branches, an average of 15.9 for each company, 
whereas the 278 companies comprising all other groups represented investments in 
586 foreign enterprises, an average of only 2.1 units. The total foreign invest
ments of the 29 companies, as obtainable from the Securities and Exchange Com
mission registration statements, was 8975,994,000, or 85 percent of the comparable 
figure of 81,143,004,000 computed from questionnaire returns. The principal 
reason for the discrepancy was th a t the foreign investments, as they could be 
segregated in the Securities and Exchange Commission records, referred in many 
instancesonly to the investments in the securities of foreign enterprises, and there
fore the exact amount of advances, intercompany accounts, and surpluses or defi
cits which were applicable could not be determined.

In group II were summarized the foreign investments of those companies which 
reported to the Securities and Exchange Commission in such form as to make 
available only their investments in the securities of their foreign enterprises. In 
other words the limitations of group J were here more pronounced, since it was 
definitely known tha t for all of group II advances and intercompany accounts 
could not lie segregated for use. The results confirmed this conclusion, as the 
total of Securities and Exchange Commission data was 8548,703,000, or only 69 
percent of the sum of 8790,564,000 compiled from questionnaires.

Those companies brought together as group III reported their advances and/or 
intercompany accounts in addition to  their investments in the securities of their 
subsidiaries and affiliates, and it  was noteworthy tha t only in this group did the 
total obtained from registration statements exceed tha t computed from question- 
naire returns. It was found that the foreign enterprises of this group showed
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large net deficits which were not capable of segregation in the Securities and Ex
change Commission records. Evidently the deficits created the necessity for large 
advances, and the advances, being large, were more apt to be shown separately in 
the registration statements. The total obtained for this group from Securities 
and Exchange Commission records was $111,942,000 as against $97,907,000 
computed on the basis of questionnaire replies.

The corporations in group IV reported their equity in the securities of their 
foreign affiliates and subsidiaries, thereby giving effect to the surpluses or deficits 
of their foreign enterprises. However, they did not for the most part detail their 
advances and intercompany accounts. The total from Securities and Exchange 
Commission records for this group was 84 percent of the questionnaire data, the 
amounts being $142,193,000 and $109,960,000, respectively.

Group V comprised all other companies reporting to the Securities and Ex
change Commission on a basis which made a  comparison with questionnaire data 
of value. Securities and Exchange Commission figures for this group were 74 
percent of the questionnaire total, and thus most closely approximated the 
results for group II. The exact figure was $191,287,000 as against $257,216,000 
compiled from questionnaire returns.

On the basis of the above analysis the items which cannot be segregated in 
the Securities and Exchange Commission records were, in the order of their 
importance, first, the advances and intercompany accounts, and, second, the 
surpluses or deficits. These were not, however, the only differences making a 
comparison with the questionnaire returns difficult. The nonequity securities 
of foreign subsidiaries and affiliates were often grouped with other investments, 
appreciation surpluses due to revaluation of foreign assets could not always be 
accurately identified, and the exchange rates used in the conversion of foreign 
assets were often not sufficiently detailed. Furthermore, the figures given for 
“investments in securities of affiliates” were variously based on cost, equity, or 
the par value of securities given in exchange therefor. All these limitations 
applied to those companies whose registration statements gave some indication 
of the value of their foreign enterprises. Other companies having foreign invest
ments, perhaps equally extensive, reported no details whatever which could be 
successfully segregated and used.

Table I" indicated that the data obtained from the Securities and Exchange 
Commission and used in the present study could justifiably have been increased 
about 25 percent, or S81,000,000. This minor adjustment was not made because 
of the limited extent to which it was necessary to resort to Securities and Exchange 
Commission data and because of the difficulties which would have attended its 
geographical and industrial distribution.

Although Securities and Exchange Commission data were used for only 5 
percent of total direct investments, th a t percentage does not indicate the actual 
worth of the detailed examination which was made of the thousands of registra
tion statements. The correct interpretation of questionnaire returns and a  better 
understanding of corporate procedure were among the more important results 
of that analysis.

COMPARISON OF 1936 AND 1929 VALUATIONS
The method of valuation adopted in this study and described above differs 

in some particulars from that used in the 1929 survey. The earlier questionnaire 
requested the book value of wholly owned investments without specifying whether 
the records of the parent or of the foreign subsidiary should be used, and the 
market or fair value of partially owned investments. In the present survey, 
on the other hand, both partially and wholly owned investments were valued on 
one basis.

I t  is to be presumed that the type of value most often reported in reply to the 
1929 questionnaire was book value as shown by the parent company’s books. 
In order to be able to compare such a  value With that shown by the books of 
the subsidiary, the 1936 questionnaire contained the request that significant 
differences between these two values be stated. This request was complied with 
bv 55 parent companies with regard to  99 subsidiaries, involving about $200,000,- 
000 of investment. While many differences were found to exist, no definite 
conclusions could be drawn therefrom because of the inadequacy of the sample. 
Reserves and adjustments made by the parent company only, the exclusion of 
goodwill or other intangible assets, and the omission of the appraisal surplus of 
foreign subsidiaries, tended to lower the values as carried by the parent corpora-
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lion. To what extent unrecorded surpluses and deficits offset these factors cannot 
be measured. . . .

The use of market values for partially owned foreign companies tended to 
increase the estimated total of direct, investments as of the end of 1929. This 
rule did not apply to  many investments nor to any large percentage of the total 
value, although in a few cases it was the cause of a large percentage change in 
investments in certain industries and countries.

RULES OF GEOGRAPHICAL AND INDUSTRIAL DISTRIBUTION
An attem pt was made to allocate the investment to the countries in which 

the properties were located regardless of the place of incorporation. Occasionally 
the data were received in such a way as to make accuracy in this procedure diffi
cult—- for instance, when the investments in subsidiaries of foreign subsidiaries 
were not given. Frequently subsidiaries in Argentina also operated in Uruguay 
and Paraguay, or Canadian'companies had subsidiaries in England, or companies ' 
in England or Belgium operated directly or through subsidiaries throughout the 
Continent. The distribution of such investments, when not furnished by the 
reporting corporations, could only be estimated by the compilers. Accordingly 
the by-country figures contain possibilities of error not present in the totals.

The geographic break-down of the estimates is not quite complete because it 
was necessary at times to combine several small countries or areas in order that 
no individual investments could be ascertained.

Investments ill shipping were allocated to the country of incorporation. No . 
account was taken of the country of registry nor of the points to which and from 
which the vessels sailed.

Investments were classified into industrial groups and subdivided by com
modities and services. Because of the confidential character of the information 
requested of the American corporations and the pledge of confidence given by 
the Department, the commodity and service groups were intentionally broad and 
inclusive.4

No attem pt was made to differentiate between the manufacturing and whole
saling activities of foreign subsidiaries, the entire investment being classified 
as manufacturing. Servicing units were classified as distribution investments. 
Mining and smelting were considered as one group. Sugar plantations and cen
trals were classed as agricultural enterprises. Assembling was considered as 
manufacturing. Because of the nature of the data received from some of the 
larger oil companies, as well as because of the nature of the business, no attempt 
has been made to identify separately the producing, refining, and distributing 
activities.

B. THE QUESTIONNAIRE AND COVERING LETTER
D e p a r t m e n t  o f  C o m m e r c e

B U R E A U  O F  F O R E IG N  AND D O M ESTIC  C O M M ERCE

WASHINGTON

Mr. .Io h n  D o e , S e c r e ta r y ,
D o c  P r o d u c ts  C o r p o r a t io n , 1 0 0  1 0 0 th  S tr e e t ,  X e w  Y o r k , X .

In reply refer to 24 

Y .
My D ear M r. D o e: In 1929, w ith  the spendid cooperation of American busi

nessmen, our Finance Division completed a study of “ American Direct Invest
ments in Foreign Countries” (Department of Commerce, Trade Information 
Bulletin No. 731). This study has been widely used by businessmen and others 
interested in international financial developments.

Many changes affecting such investments have taken place during the years 
since 1929. This is particularly the case as regards the new relationships existing 
between the various currencies of the  world. Without a thorough revision of 
these estimates, the determination of business and government policies relating to 
foreign trade and international relations will have to be based on inadequate 
knowledge.

To make a thorough revision, it is again necessary to have the cooperation of 
American businessmen. We shall therefore appreciate your supplying us with *

* See appendix C for the detailed industrial and  commodity classification.
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d a ta  regarding the foreign investments of your corporation and its subsidiaries 
Drepared along the lines indicated by the enclosed form.
P For the purposes of thus study, a  break-down by countries and industries is 
highly important. Consequently, a separate form should be filled in for each 
foreign subsidiary, whether directly or indirectly held, that operates in a country 
or in an industry different from that in which its parent company operates.

All data received from you will be considered as s t r ic t l y  c o n f id e n tia l , the  
statistics submitted by individual corporations will be used sdely  for the prepara
tion of aggregate data. I am sure th a t in view of the importance of the subject 
we shall receive your full cooperation.

Yours very truly, ■ . , ,  n  ..
A l e x a n d e r  V. Dye,

D ir e c to r .

S u r v e y  o p  t h e  F o r e i g n  I n v e s t m e n t s  o p  A m e r i c a n  C o r p o r a t i o n s

Name of American parent company------
Address-------- ------------------- --------

Name of foreign company or subsidiary.
Location (city and country):

Head office-------- ------- ---------
Properties--------------------- -----

Chief type of business engaged in ..

(See note below)

Principal products or type of service. 
Year operations began.------— — -

(M anufacturing, assembling, trading, public u tility , 
mining, agriculture, etc.)

(Automobiles, telephone service, gold m ining, etc.)

VALUATION
I t  is desired to ascertain, as of the end of 1936 or the nearest balance sheet date 

thereto, “ the net investment of the American company in the foreign company or 
subsidiary as shown by the books of the foreign company. Please identify and 
explain any substantial differences between the valuation requested herein and 
tha t shown on the books of the American company.

Valuation data may be set up in the following manner: (If conversions have 
been made from foreign currencies, state the rate used.)

Date of balance sheet---------------------------------------- -

Class of security or liability
Percent 

otrned hy 
American 
campanu

Valve of 
American 
company'* 

interest
Common (ordinary) stock.......... .............. ---------------------- - •* -------
Surplus or deficit (including appropriated

surplus and undistributed earnings)------- -----  -----------
Preferred stock------------ ------------- ------------ -----------  -------- ---
Bonds, notes, mortgages------ - -------------- - -----------  - - - - - - -
Advances (n e t) - . .------ ----- -— ....... ..........................  - .......... ..
Intercompany accounts (net) — --------  •—  --■ —  —  -----------

In the case of unincorporated foreign properties or businesses, state their value 
as carried on the books of the American company, making a division between the 
net fixed and current assets which comprise such investment.

Fixed assets . . . . — ---------------■
Current assets-----------------------—
N ote.—A separate form should be filled in for each foreign subsidiary th a t 

operates in a country or in an industry different from th a t in which its parent com
pany operates. Canadian investments should be included. ,

Copies of this form will be supplied upon request. Kindly address replies and 
inquiries to Amos E. Taylor, Assistant Chief, F uiance Division, Bureau of I orugn 
and Domestic Commerce, Department of Commerce, \Y asiimgton, U .
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C. INDUSTRIAL CLASSIFICATION4
I. Manufacturing:

A. Motor vehicles and accessories—
1. Accessories (including windshield wipers, storage and other

batteries, spark plugs, etc.).
2. Passenger cars and trucks.
3. Other vehicles (including bicycles, airplanes, and airplane motors).

B. Chemical—
1. Medicinal and pharmaceutical products (including sulphur,

patent medicines, etc.).
2. Dyes, paints, and varnishes (including carbon black, shoe polish

and dyes).
3. Soaps and toilet preparations (including cleaning preparations,

face powder, facial creams, shaving soap, etc., dental pastes 
and powders).

4. Other chemicals (including fire extinguishers, matches, industrial
chemicals, fertilizers, explosives, and welding compounds).

C. Electrical—Electrical machinery and supplies and telephone equip
ment (including bulbs, fuses, insulators, connections, dry-cell batter
ies. radio products, etc.).

D. Foodstuffs—
1. Cereals and cereal products.
2. Confections, tobacco, and tobacco products.
3. Beverages.
4. Other foodstuffs (including oils, starches, dairy products, meat,

etc.).
E. Leather and leather products (including trunks, tanning supplies, etc.).
F. Lumber and wood products, building materials, furniture, fiber furni

ture, etc.
G. Machinery—

1. Agricultural and industrial machinery (including, among others,
incubators, cream separators, barn equipment, elevators, con
tractors’ equipment, mining machinery, locomotives, pumps, 
oil-well supplies, steam boilers, spraying machinery, etc.).

2. Other machinery (including lifting jacks, scales, carpet sweepers,
vacuum cleaners, washing machines, typewriters, cash registers, 
motion-picture and talking-picture equipment, etc.).

H. Metal products—
1. Iron and steel (including structural steel, pig iron, etc,).
2. Hardware (including firearms, plumbing supplies, radiators,

small tools).
3. Gold and silver ware, etc.
4. Other metal products (including asbestos goods, aluminum

products, springs, stampings, bronze plates, office equipment 
and supplies, steel rails, etc.).

I. Rubber products (including novelties, footwear, rainproof clothing,
automobile tires, etc.).

J. Stone, clay, and glass products (including cement).
K. Textiles and other fibers and their products—

1. Clothing.
2. Other textiles and textile products (including cotton and wool

piece goods, embroidery, carpets, linoleum and other floor 
coverings, vulcanized fiber, silk and rayon, hemp, jute, and 
sisal).

L. Miscellaneous manufactures, including fountain pens, athletic equip
ment, pencils, safety razors, watches, brushes, photographic supplies, 
scientific and professional instruments, and musical instrumente).

II. Distribution:
A. Sales subsidiaries.
B. Merchandising (retail).

III. Agricultural:
A. Cattle ranches.
B. Fruit plantations.
C. Rubber plantations.
D. Sugar centrals. *

* Holding companies for which only consolidated figures were available were classed according to  the 
major activity  of the subsidiaries.
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III. Agricultural—Continued.
E. Timberlands.
F. Tobacco farms.
G. Other agriculture.

IV. Paper and wood pulp.
V. Fishing fleets and packing.
VI. Mining and smelting: , , , .. ,A. Precious metals (including gold, silver, platinum).

B. Nonmetallic minerals (including asbestos, granite, coal, asphalt,
precious stones, nitrates, potash).

C. Other metals (including copper, iron, lead, magnesite, tin, chronic
ores, etc.).

VII. Petroleum:
A. Producing.
B. Refining.
C. Distributing.

VIII. Public utility: . . . ,
A. Communication (including radio stations, cables, telephone, ana

telegraph).
B. Electric and gas service (including light, heat, and power).
C. Railroad (steam).
D. Railway (street, electric). . . . .
E. Other utilities (including ferries, bridges, airways and airdromes,

waterworks).
IX. Miscellaneous enterprises:

A. Advertising. . ■ „ ,  .
B. Amusement (including distribution of films, theatres, etc.).
C. Banking and financial facilities.
D. Professional (including educational, engineering, etc.).
E. Real estate (including hotels).
F. Ocean shipping and forwarding services.
G. Docks and terminal port facilities.
H. Grain elevators.
I. Printing and publishing.
J. All others not elsewhere covered.

D EXCHANGE RATES USED IN CONVERTING INVESTMENT 
DATA WHEN REPORTED IN FOREIGN CURRENCIES

The data given below are the average of noon buying rates for cable transfers in 
New York, for the month of December 1936, per unit of foreign currency. 
Except where noted, the source was the Federal Reserve Bulletin.

Kate

Argentina----------- -----------------. $0. 327
Australia-------------------     3. 909
Austria__ . . . -------------------------  -*37
Belgium..-------------------   • *69
Brazil-------------    -059
British India-------------------------- • 371
Bulgaria------------------— --------- * 0*3
Canada_______________ 1.000
C h i le . . . .........................   *-W0
C h in a ....  -----------— ----- —  *295
Colombia------------------------------  - 674
Cuba-----------------------------------  • 999
Czechoslovakia._________ - —  * .035
Denmark------ ------------------------  * 219
E cuador... -------------------- -------  • 096
Egvpt........................   5.032
Finland...................... - ....................... 022
France__— -------------------------  -047
Germany........ ......................................40-
Greece ________ .   —. - • w J
Guatemala----------------------------1 000
Hong Kong------ ------- - .................... 305
Hungary_____________ _____ _ •

* Source: Finance Division.

Hate

Italy ........................................... - *0. 053
J a p a n . . . . - - . - ......................   -285
L a tv ia ..-------- --------------------  168
Luxembourg..--------- *...............  '• 042
Mexico--------------------------------  277
Netherlands___ .  - —  ---------- - • 546
New Zealand________________  3. 939
Norway--------------------------   247
Panama__;------ —  —  - - - - - - -  1 *• 000
Peru_____________   '*252
Poland----------- -------------------- • '89
Portugal......... .........................    -04o
Rumania_______ .------------------  ■ did
South Africa— . - -----    4. 853
Spain..................     0/7
Straits Settlem ents.-......................... 57o
Sweden___ ...----------- . . . . . ------  . 253
Switzerland..--------------------   .230
Turkey....... ........... - .....................  -802
United Kingdom....................   4. 905
Uruguay____________________  '• °44
Venezuela----------- ------- —  - —  ’• 240
Yugoslavia---------------   • 023
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E. TECHNICAL PROBLEMS INVOLVED IN STUDIES OF 
FOREIGN DIRECT INVESTMENTS, WITH SPECIAL REF
ERENCE TO AMERICAN DIRECT INVESTMENTS
The classifications of foreign investments as adopted by students of the subject 

in the various countries of the world are usually determined by the conditions 
under which the investments are held, by the sources from which the necessary 
data can be obtained, and by the desirability of certain classifications for analytical 
purposes. A brief discussion of the classifications adopted (1) by the Dominion 
Bureau of Statistics regarding foreign investments in Canada and Canadian 
investments abroad, (2) by Sir Robert Kindersley regarding British investments 
abroad, and (3) by the Department of Commerce regarding American investments 
abroad and foreign investments in the United States, will be illustrative of the 
influence of these factors.

Foreign investments in Canada 0 fall primarily into two classes: First, foreign 
holdings of Government bonds, and second, foreign holdings of the securities of 
Canadian companies. Accordingly the published estimates of foreign investments 
in Canada distinguish between holdings of the various classes of Government 
bonds and the total investments in corporate securities, divided into several 
industrial groups. The data for the estimates of the latter type of investment 
come from two sources: (1) the census of industry which calls for data regarding 
the total capital employed by each company, and (2) the census of capitalization 
which shows the extent to which common and preferred stocks are held by for
eigners. For certain analytical purposes only, the foreign holdings of corporate 
securities are divided into two types, direct and portfolio. The principal problem 
has been to ascertain the extent of foreign holdings of Canadian bonds. So far, 
original distribution has been the main criterion. Canadian investments abroad 
are divided into bank holdings, insurance company holdings, industrial invest
ments, and miscellaneous investments. The classifications adopted by the Do
minion Bureau of Statistics are determined by the sources of the data.

British investments in foreign countries are of many types. First, there, are 
the extensive holdings of the bonds of oversea governments. Second, there are 
very large investments by English corporations operating in foreign countries. 
To a  considerable extent these corporations, although they have their head offices 
in England and most of their securities are listed on the London Stock Exchange, 
have properties only in foreign countries. A third type is composed of companies 
which, while controlled by the British, are organized and operated exclusively in 
foreign countries. The securities of these companies are usually, bu t not always, 
traded in on the Stock Exchange. Fourth, and last, there are substantial hold
ings of foreign securities not listed on the Stock Exchange. Sir Robert Kindersley, 
who has made the studies of British foreign investments,* 7 obtained his data 
regarding holdings of government bonds from the London fiscal agents for the 
issues. The estimates regarding the second and third types of investments are 
based principally on the Stock Exchange records. The fourth is estimated on 
the basis of scattered data. “ Nominal values” are used throughout, but it is 
not known definitely whether surpluses and deficits are included with the estimates 
regarding the so-called share capital, or equity securities.

Estimates of British long-term foreign investments are consequently given 
under the following heads:

1. Dominion, colonial, and foreign government loans.
2. Companies organized in Great Britain but operating wholly or partly 

overseas.
3. Companies organized and operating overseas but largely owned in Great 

Britain.
4 . Other miscellaneous securities.
The Department of Commerce (Finance Division), in its studies of American 

long-term investments in foreign countries, uses two main classes—“direct” and 
“ portfolio.” D ir e c t investments 8 cover all American investments in those foreign 
companies or enterprises in which an American or a small group of Americans

e Dominion Bureau of Statistics, In ternal T rade Branch, British and Foreign Capital Invested in Canada 
and Canadian Capital Invested Abroad, l92<F-30. O ttawa, 1937. Also, M arshall (H erbert), Southard 
(Frank A.), and Taylor (K enneth \ \ \ ) ,  Oanadian-American Industry , pp. 19-29* New H aven, 1930.

7 Articles by Sir Holiert Kindersley on British Foreign (Overseas) Investm ents appeared in the Keonoinic 
Journal as follows: M arch 1929, pp . 8-24; Juno 1930, pp. 175-1S3; September 1931, pp . 370-3M; June 1932, 
pp. 177-195; June 1933, pp. 169-204; Septem ber 1934, pp. 365-379; Septem ber 1935, pp . 439-455; December 
1936, pp. 045-661; and December 1937, pp. 042-662.

* See definition in ch. 1 . 2 .
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(corporate or natural persons) possesses control,or an important voice in the man®8®* 
m en^Porl/oIi'o  investments comprise all American investments in foreign- 
coroorate and government securities in which the element of control is unimportant 
or nonexistent! Practically all American portfolio investments are in foreign 
dollar bonds Data regarding direct investments are obtainable, in general, only 
upon specific request from the American corporations, because such myestments 
usuallyPcomprise a relatively small proportion of the total assets of individual 
American corporations.

PROBLEMS OF TERMINOLOGY
Direct investments may quite properly be spoken of as “extensions of American 

entprorise into foreign countries. I t is not accurate, however, to speak of them
^ “migrations of Capital.” They usually involve the migration or export of 
capital in some form—machinery, goods, patent rights, or purchasing poa er 
but not in amounts equivalent to, or in many cases even close to, the value of the 
i n v e s t m e n t  as of particular dates. Undistributed earnings, accumulated losses, 
and substantial revisions of property values all tend to cause a disparity between
the value of the investment and the amount of the capital movement.

T h«e  same factors make it impossible to use the difference between the e=ti- 
mated investments as of different dates as the measure of the net export orim port 

t  riurincr intervening Derioci. An estimate of the annual movements
of capital involved in direct investment transactions is contained in the Balance 
of International Payments each year. But it is likewise impossible to use the

one^lace to  anotlmV—so T t^v ^ ^an ^ accu ra te  tm ^ r^ s^ n ^ f  this "t^ie0 o i  foreign 
one place to  anoi e Chilean and South African copper mines, in

^om  foreign producers or perform a service within the foreign country exclusively

S f i

cessions. Nor are all mreci m\ c foreign enterprises, particularly in

S A  ¿ " - m s xi'«. tu.
The question as to whether or not *“« oten j\s ¡ , „ 7  more importance to know

S « S L fS 5 S r i5 5 S ! s  s r s w s ? ! « «  -
ability' QUESTIONS REGARDING THE DEFINITION
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W H EN  JS AN IN V E S T M E N T  A F O R E IG N  IN V E S T M E N T ?

This question divides itself into a t least two sections, one relating to the owner 
and the other relating to the property. First, as to the owner, will nationality 
or residence be taken as the basis of classification? Prof. C. F. Reiner in his 
excellent study of foreign investments in C hina9 * savs: “ A foreigner mav be 
defined.as onf  "ho  is not Chinese.”  He goes on to say that this definition is 
unusual but that it is the only one which is appropriate to  the Chinese situation, 
especially because of the institution of extraterritoriality. The Department of 
Commerce has adopted the rule of the residence or domicile rather than the 
nationality of the owner. The residence rule is more significant and satisfactory 
when one is considering balance-of-payments problems; nationality is more 
si^iuncaiit when political problems arise. In a few countries there is Quite a  
difference between the results secured by these two rules, because a large number 
of foreign enterprises are owned by Americans who are permanently living abroad 
but who retaln their citizenship in the United States.19

Second, as to property, there is this question to consider: Shall the place of 
incorporation or the location of the property be the determining factor? Amer
ican investments in Cuban sugar properties are often in the form of securities of 
companies organized in the United States. They are direct investments, of 
course, because the American company has the investment in Cuba. I t  was not 
the place of incorporation but the location of the property th a t determined the 
classification in this case. W hat classification is to be used, direct or portfolio 
when investors in London or Paris own blocks of shares in those American com
panies? Also, are they foreign investments in the United States or in Cuba?

Up to the present time such questions have been of theoretical interest only. 
However, as a result of the study of foreign investments in the United States)11 
they become of practical importance. The questions in the previous paragraphs 
can be answered by reference to the definition, which made the domicile of the 
controlling owner the governing factor. Assuming for example th a t the British 
or trench holdings are relatively small, the property in Cuba represents an Amer
ican direct investment, and the foreign holdings may be considered as investments 
in the United States. The reasons for this decision are several: First, purchases 
and sales of the securities of these companies are made in the New York, not the 
Cuban, market; second, dividends are remitted to Europe through the United 
States, not directly from Cuba; third, the difficulties of valuation are minimized, 
for as investments in the United States they can be carried a t market value 
rather than as a  very small percentage of thè net equity value of the American 
corporalion s investment in Cuba; and, fourth, the net debtor or creditor position 
of the United States is not greatly altered by this classification, except as between 
countries.

Assuming, on the other hand, tha t control is held by the British or French, the 
investments may well be considered as foreign direct investments either in Cuba 
or in the United States. If in Cuba, then the American investments may be 
treated as an investment in England. If in the United States, then the American 
ownership of the shares serves only to  reduce the total of the foreign investment in 
this country. However, if treated as a foreign direct investment in the United 
States, the entire property must be considered as an American direct investment 
m Cuba in order that the net debtor or creditor position of the United States may
be correct. This problem becomes extremely complicated when considering 
certain companies with far-flung foreign properties and world-wide distribution of 
their own shares.

W H EN  IS  A FO R E IG N  IN V E S T M E N T  A D IR E C T  IN V E S T M E N T ?

How is one to distinguish, in many cases, between a direct investment and a 
portfolio investment in the shares of a  foreign corporation? The distinction could 
be put on a quantitative basis—tha t is, on. the basis of 50 percent or more of the 
voting shares—but to do so would be to miss its qualitative aspect. In other 
words, the quantitative basis fails to measure accurately the vital ties and con
nections between American and foreign corporations. The qualitative measure 
may also lead one into some errors because it is difficult to gage the force of 
character and leadership of the individuals associated with the enterprises and 
the contractual relationships.between companies; either of these factors may be

9 H earer, C . F ., Foreign In v es tm en ts  in  C h inn , p .6 3 ; N ew  Y ork , 1933.
ih Seech. II  (China, Canada, C uba, Central America, and Mexico).
n D epartm ent of Commerce, .Foreign Investm ents in  the United States, Governm ent Prin ting  Office,



46
more important than .th® hi thelharet’of'a forei^rfcorpora-sraysgaaS ttS r»has a  substantial voice in the manage gcore or morcP0f Americans own only
a  small nhnoriTy'of t h e s e s  of a foreign corporation, their investment clearly

will be the best way to  classify other smalltr hou  „ trolUllg group? Accord- 
company-holdings tha t are not a ^ ^ h^ hrtd^ ecU i.^ tm ln ta .  I t is logical 
ing to the definition, they can be included additional investments in com-
t l i t  they should be to  .ngudod S “  S  ' » “ ¿ « M  »  d ta r t  l«v» t-
C S WF S i 5 ^ K i . ^ S S K ™ » « ^ “  W  h*ve b e »  n ,.d , . » ■ » -
of the fact of American control.

H O W  SHALL D IR EC T IN V E S T M E N T S  BE VALUED?

There is considerable variation in the Bdtfsh'toe^gn
value

Dominion Bureau of Statistics, which valuation called “capital employed.”
"results not greatly different from those used by

n s s s a s s r s a - f S i K ;  « r s & sfollowing methods of vacation m ent cons de^ ^  ed {of the reason that such

r u S ,.* :do S .S i io r

tiog a m t t o ,  b ^  cdp»..»od ^ j
records of the earnings experience ¿¿.„¡¿hi be possible to arrive a t a reasonably
such records covering a period of years, i t m  However, since
sUghtferrmiin^the'rate3cause such large errors in the capitalized totals, this type

°^B oo^ values j^^m it^anothm ^po^jbte ^^^^a^tJg^m consiiid 'a ted  statements
turn, be divided into two classes \ ,, u00hs of the foreign company,
of the parent company, and values sho i undesirable. First, the American
Each type has some characterisUc Im t a ilivestnu>nts at; (a) Original cost, 
parent companies often rar y [‘™  ‘ -’l1 hich are the result of writing
unadjusted for later changes entirely unrelated to the
the investment up or down * . ’or (c) COst plus or minus surplus or
value of the company as a going concet• , W  r  f vah iation, and even 
deficit. Only the last method accounts. These
it is ap t to exclude very large unconsolidated statements of the parent
characteristics apply printanly t  include all desired adjustments, but
® 5 3 3 & W 3 t f t .  » » « .  i ,  extremely « M .  ( * *  *'” • •»* •***  A'

" * & { &  . *  - , - r  T J S S 1S  ^ / 0,f c S S S  S S f f S Sovervalue or undervaiue the assets of tl h beeu capitalized at a figure
frequently in promotional xenturM W men y cleveiopme«t3 may show-
measuring the anticipated or hoped f conservative. Such ventures are a  very 
the value was either excessive o o existing a t anv particular time, a fact 
small part of the total foreign n - si(lers tha t a^najori'tv (at least 75 percent) 
which becomes obvious when o ' , . t n);;o—manv of them ill the
: ! £ , K S ” S 3 ; J K i ' B ....... . —  "»■
conservative depreciation andL** b£ ° t \o  smne Identical limitations; for example, 

Both classes of book value are » « 4 * * tu “ ‘" ^ ^ " u o n s  differ greatly. Certain

■^¡srsaS’ >“*-
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Inasmuch as the net amount, of undistributed on m inus is a very largo item, and 

since earnings and losses are always recorded on the lvooks of the foreign company, 
and may or may not be taken up by th e  paren t, the value as shown on the books 
of the foreign company more accurately represents the actual worth of American 
direct investments in foreign countries.

F. CHRONOLOGICAL DATA REGARDING THE ESTABLISH
MENT OF AMERICAN DIRECT INVESTMENTS IN FOREIGN 
COUNTRIES

Table II.—American Direct Investments, by Geographic Areas, by Industrial 
Groups, and by Dates of Establishment, up to the End of 1929 1

C anada

Y ear
M anu
factur

ing
D istri
bution

Agri
culture

Pai»er
and

wood
pulp

Min*
ing
and

smelt
ing

Petro
leum

Public
utility

and
trans
porta
tion

Miscel
lane
ous

Total

15 1 2 3 4 2 27
1900-1904.. ........ .............. 16 5 2 6 g 37

38 8 3 11 i 3 11 75
1910............................................. 15 3 18
1911 .................................... 16 5 2 3 3 2 31
3912 .............. ........................... 19 3 1 23
1913 .................................. 12 1 1 14
1914.. ............................... 16 3 1 1 2 23
1915...  ................................ 9 3 4 2 1 19
1916 11 2 3 1 17
1917....................................... . 9 1 3 1 1 15
1918 .................................... 10 1 1 1 2 2 17
1919 ................................ 15 6 2 3 3 29
1920 .......... ......................... 19 2 2 5 3 4 35
192Î... ......................................... 15 3 2 3 2 2 27
1922 _ .................................... 24 3 1 2 3 33
1923 _........................................ 19 3 7 1 2 1 33
1924............................................. 24 5 3 6 4 4 46
1925............................................. 16 3 1 1 6 1 2 30
1926................................. .......... 15 7 1 3 1 3 5 1 36
1927 _______ _________ 14 6 5 5 i 4 42
1928-- .................................... 20 30 6 6 2 5 5 54
1929............................................. 50 6 2 7 1 12 11 89

i These da ta  were collected and compiled a t  th e  tim e o t th e  1929 survey b u t were only partially  prin ted  in  
Trade Information Bulletin No. 731. T hey do n o t cover all investm ents, being lim ited to  those in  existence 
in 1929 and those for which dates of establishm ent were available a t th a t  time.
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Table II.—American Direct Investments, by Geographic Areas, by Industrial 
Groups, and by Dates of Establishment, up to the End of 1929—Continued

E u r o p e

Year
M anu-
factur-

ing
T rad 

ing
Agri

culture

Pai>er
and

wood
pulp

M in
ing and 
sm elt

ing

Petro
leum

Public
utility

Miscel
lane
ous

Total

Before 1900............................... 21 u. . 4 49
22 31 10 2 65

1905-9......................................... 27 24 i 2 1 55
1910............................................. 6 2 1 9
1911.. ..................................... 6 1 14
1912 . .......... 8 10 1 19
1913 5 1 3 16
1914 10 11 21
1915 . . . .  .............. 8 1 9
1916 ..............- ............... 5 4 Î 4 14
1917 . .  ......................... 4 1 5
1918 o 2 4
1919............. ............................... 11 11 3 5 30
1920................... ...................... 21 26 9 8 64
1921........................................... - 12 10 3 6 31
1922 19 22 6 8
1923-- 13 9 4 8 34
1924._ 14 10 3 1 10 38
1925-. . 21 17 1 3 2 14
1926____ - ................................. 30 24 2 2 1 14 73
1927 30 18 6 17 71
1928............................................. 21 1 28 21 11 136
1929.................... 53 32 „ . „ — L . .......... 9 37 1381

L a t in  A m e r i c a

) Year
M anu
factur

ing
T rad 

ing
Aeri-

culture

Paper
and

wood
pulp

M in
ing and 
sm elt

ing

Petro
leum

Public
utility

Miscel
lane
ous

Total

12 8 13 11 1 1 46
1900-1904. _ ........................... 4 8 9 14 9 6 3 53
1905-9......................................... 4 8 IT 17 3 4 1 54
1910............................................. 4 2 3 11 3 2 25
1911............................................ '  1 9 o 3 15
1912....................................... . . . 4 4 6 2 2 3 i 22
Í913...........  ......................... 1 2 3 1
1914...............................  .......... 6 2 2 1 1 Ï 1 14

6 5 3 6 25
1916............................................ 11 3 6 4 2 3 31
1917. . ___. . . _____ 3 1 8 1 1 16
1918 o 3 r 4 l o IS
1919............................................. - 3 6 11 3 4 37
1920- 1 10 ! 2 2 3 26
1921............................................. 6 1 8 9 1 5 30
1922.- 3 5 5 32
1923................................. ...... 3 4 7 12 7 5 5 43
1924.................... ........................ 1 7 8 14 3 14 54
1925.. ................... ......... 10 8 3 6 10 3 S 48
1926............. ............... . ........ 16 14 6 3 6 6 4 55
1927............................................. 9 13 6 1 7 11 5 52
1928............................................ 12 9 10 4 9 14 13 71
1929.......................... IS 12 3 5 4 15 12 69

1

?
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Groups, and by Dates of Establishment, up to the End of 1929—-Continued
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A f r ic a , As ia , Oc e a n ia

Year
M anu
factur

ing
T rad 

ing
Agri

culture

Paper
and

wood
pulp

M in
ing and 
sm elt

ing

Petro
leum

Public
utility

Miscel
lane
ous

Total

?ore 1900..................... _......... 3 6
-1904..................................... 5 3 1

I »  9 .......................................... 5 3 *> 4
191 .................................... 1
1911 ...................................... o 1 2 5
1912................................................ 3 0 5 5
1913.. - ....................................... 2 1 3
1914._ ' .......................... .. 1 4 5
1915____....................................... 3 3 1 7
1916.......... .................................. 8 1 Î
1917.............................................. 2 8 5 1 1 17
1918............................................ : 2

6 f> o 13
4 2 j

1921................................. ............. 4 6 1
1922.............................................. 3 6 4 13
1923............................................ 3 8 2 j
1924............................................... 3 8 2
1925................................................ 4 1 1 4
1926............................................... 10 9 1
1927................................................ 10 6 2 - 8 34
1928............................................... 6 9 5 2 5 28
1929............................................... 9 5 4 3 2 27

o




