
Preface

Purpose and Scape of Report
This report summarizes information on trans

actions involving foreign direct investments in the 
United States. Prepared by the Office of Foreign In
vestment in the United States (OFIUS), the report 
covers all modes of foreign investments for the year 
1976 and also summarizes transactions dealing with 
acquisitions, mergers, and equity increases for the 
three-year period 1974-76. The data were derived 
from published materials and the public files of the 
Federal regulatory agencies.

The Office of Foreign Investment in the United 
States was established by the Department of Com
merce to carry out the responsibilities delegated to 
it under Executive Order 11858 of May 7, 1975, 
which charged the Secretary with the responsibility, 
along with other functions, of closely observing, col
lecting, and developing data on foreign investments 
in the United States and preparing analyses and re
ports to assist in policy development and for the in
formation of the Congress and the general public. 
This report is in partial fulfillment of that responsi
bility as well as the requirements of the International 
Investment Survey Act of 1976 (Public Law 94- 
472) and Executive Order 11961 of January 19, 
1977, which includes the requirement to conduct 
studies and prepare reports on significant aspects of 
international investment.

Coverage for the year 1976, the first full year of 
the Office’s operation, extends to all modes of 
direct investment— acquisitions, mergers, increases 
in equity holdings in direct investments, joint ven
tures, establishment and enlargement of operations 
through plant construction and expansion, other 
types of subsidiary operations, real estate purchases 
and development projects, and the establishment of 
branches and agencies.

In recognition of the broadly expressed interest in 
acquisitions and foreign banking activity, the Office 
also probed back into these forms of investment— 
along with mergers and equity increases—for the 
years 1974 and 1975, and the report examines the

scope and characteristics of such investments over 
the 1974-76 period.

Finally, given the availability of extensive official 
data, a separate chapter is included on banking, 
covering all modes of foreign investment in that sec
tor for the 1974-76 period.

Sources
The information contained herein was derived 

from a number of sources. OFIUS relied heavily on 
the public record of Federal agencies which have 
established over 140 report series. These reports, 
whose frequency and content differ widely, are in 
most cases filed in connection with the various agen
cies’ general regulatory responsibilities, rather than 
for the specific purpose of providing data on foreign 
investment. Another limiting factor on the scope and 
availibility of foreign investment information for 
publication is that some agencies operate under strict 
confidentiality requirements which prohibit disclos
ure of individual company or transaction data and 
permit presentation only on an aggregate basis.

The primary Federal agency sources were the 
Securities and Exchange Commission (SEC), the 
Federal Trade Commission (FTC), and the Federal 
Reserve Board. The SEC provided OFIUS with 
13-D reports, which must be filed by parties ac
quiring more than five percent of the outstanding 
registered securities of publicly held U.S. firms. The 
FTC provided nonconfidential information on cases 
of foreign acquisition of both publicly and privately 
held U.S. firms. The Federal Reserve Board pro
vided regular reports on acquisitions of U.S. banks 
and on newly established foreign banking subsid
iaries, branches, agencies, investment companies, 
and representative offices.

Additional foreign investment data were gathered 
from newspapers, business and trade journals, and 
other business reference sources such as the publi
cations by Moody’s Standard and Poor, Dun and 
Bradstreet, and Janes.
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Relationship to Other Data
The statistics presented in this report are useful 

in describing recent foreign investment activities. 
However, given the unofficial character of much of 
the information, its incompleteness in many cases, 
the varied and imprecise terminology used in report
ing, and the absence of indications of clear time 
frames for investment actions, these statistics should 
be viewed with some reservations, and cannot be 
compared with other statistical series published by 
the Federal Government.

It is particularly noted that the data are not com
parable with those developed by the Department of 
Commerce’s Bureau of Economic Analysis (BEA) 
in its benchmark survey of foreign direct investment 
as of yearend 1974, which was conducted under the 
authority of the Foreign Investment Study Act of
1974 and submitted with the Department’s 1976 
Report to the Congress on Foreign Direct Invest
ment in the United States. Nor should these mate
rials be compared with balance of payments related 
data, published on a quarterly and annual basis by 
BEA and based on a sample of U.S. affiliates of for
eign entities. In addition to the characteristics of this 
report’s data already noted, the source and timing of 
capital flows are not indicated.

Methodology and Terminology
Foreign direct investment, as used in this report, 

means the direct or indirect ownership of 10 percent 
or more of the voting securities of an incorporated 
business enterprise, or an equivalent interest in an 
unincorporated business enterprise.

An investment is classified as completed when the 
assets or properties involved have changed hands, 
when construction has started for new or expanded 
plants, or, in the case of joint ventures, when the 
agreements have been signed. Investments are clas
sified as pending when in the stage of tentative an
nouncements of investment plans, negotiations, op
tion contracts, tender offers in progress, letters of 
intent, and actions awaiting approval by share
holders, boards of directors, or regulatory agencies. 
In the absence of confirming information, a judg
ment has been made whether to describe a trans
action as “complete” or “pending”.

In identifying the foreign investor, the corporate 
structure of the investor was scrutinized in an at
tempt to discover the ultimate controlling party of 
the foreign investor. Thus, for example, beneficial 
ownership would be traced back in a case involving

the first U.S. subsidiary of a foreign subsidiary of 
a foreign parent which is in turn controlled by an 
individual directly or indirectly through a personal 
holding company.

Percentage of foreign ownership was determined 
by multiplying the percent owned by the first U.S. 
subsidiary by the percentage by which the subsidiary 
is owned by the first foreign parent. For example, 
W.R. Grace, which is 12 percent owned by Friedrich 
Flick Group of West Germany, acquired 100 per
cent of Sheplers, Inc. For the purpose of this report, 
Sheplers is considered to be 12 percent foreign 
owned. In cases where subsidiaries of the first U.S. 
subsidiary were involved in the transaction, the de
gree of ownership was determined by the same 
multiplicative progress. For instance, in 1976, 
Towne Paulsen acquired 100 percent of both Gen
erics Pharmaceutical Corp. and Western Research 
Laboratories. Towne Paulsen is 100 percent owned 
by Aquitaine North America, a U.S.-based holding 
company, which is in turn 100 percent-owned by 
the French company, Elf-ERAP. Since there is an 
unbroken chain of 100 percent ownership from 
Towne Paulsen through Aquitaine North America 
to Elf-ERAP, each of the companies acquired by 
Towne Paulsen is considered to be 100 percent for
eign owned. Had either Towne Paulsen or Aquitaine 
North America been less than a wholly owned sub
sidiary, the degree of partial foreign ownership 
would have been reflected accordingly.

Acquisition refers to a transaction in which title 
to stock or assets of the U.S. target enterprise is se
cured by another person or enterprise. The substan
tive result is that one party obtains ownership of 
another. The term acquisition is used only in cases 
where the foreign investor did not previously hold, 
directly or indirectly, any equity interest in the tar
get enterprise. If the foreign investor already held 
an equity interest, and the effect of the transaction 
was to produce a direct investment (10 percent or 
more equity ownership) or to increase a direct in
vestment, the action was termed an equity increase.

In this report merger refers to a transaction which 
resulted in the dissolution of the acquired business 
enterprise, either into another already existing or 
into a reorganized (but not always renamed) com
pany. Many mergers were executed under the ac
quisition and merger provisions of the corporate 
laws in the states in which the target companies were 
incorporated; others were executed through the ab
sorption of the acquired assets into the purchaser 
or a unit of the purchaser.
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Joint ventures are transactions in which two or 
more parties establish a new operation to which each 
contributes according to the provisions of the joint 
venture agreement.

Purchases are used herein to describe realty trans
actions—the acquisition of real property other than 
the assets of an operating business entity.

Plant expansion refers to an addition to the 
capacity of an existing foreign-owned operating 
facility. A new plant is a new operating facility, 
established either in conjunction with an existing 
foreign-owned productive enterprise or as a com
pletely new venture.

The banking operations of foreign-owned enter
prises in the United States covered by this report 
are either new agencies, branches, or subsidiaries. 
Agencies, the most numerous organizational form of 
foreign banking operation in the United States, are 
not allowed to accept domestic deposits and primarily 
finance international transactions. Branches, integral 
parts of the foreign parent banks, can accept domes
tic deposits. Subsidiaries, separate legal entities, are 
owned or controlled by foreign banks but are

chartered in the United States, either by the Federal 
Government or, more often, by a state authority.

The three-digit Standard Industrial Classifications 
(SIC) titles used in the appendices are considered 
to be the best overall indication of the industrial 
character of the U.S. investment activity and of the 
foreign investor. In the case of a single product line, 
the SIC title for that product was used. In the case 
of multiple product lines, the SIC title which de
scribes the major industrial line was used. In the 
latter case, the titles used are a matter of judgment 
and are subject to correction.

The most reliable sources for determining the 
value of transactions were forms filed at the Secur
ities and Exchange Commission; but they were use
ful only for securities investments. Other values in
dicated are derived from nonofficial public sources 
and may not accurately represent the amount which 
changed hands and should be considered only as 
estimates of the value of the transactions. Also, it 
should be noted that in most cases the total value of 
a transaction is given, regardless of the source and 
timing of actual investment funding.
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