
INTRODUCTION 

Foreign investment in the United States has tripled in the last 
decade, expanding into many sectors of the economy. This has 
spawned some concern among some citizens that foreign investment is 
changing the complexion of the U.S. economy. One concern is the 
issue of government-controlled investment as distinguished from 
private investment. While foreign government ownership of U.S. 
companies is not a new phenomenon, it is steadily increasing and 
highly publicized, raising several potential issues.-' 

This report is not intended as an investment policy statement, nor 
does it attempt to answer policy questions raised by direct 
investments owned or controlled directly or indirectly by foreign 
governments. These are questions unlikely to have generic answers, 
since individual investment transactions happen under varying 
circumstances. Historically, significant investment transactions 
have been reviewed and evaluated on an individual basis. That, in 
fact, is the function of the Committee on Foreign Investment in the 
United States. 

This report is intended only as a source of data on individual 
direct investments in the United States by foreign government-owned 
or -controlled companies from 1974 through 1981. The report should 
provide useful background information to those in the public, the 
Congress, and other Federal agencies who have an interest in the 
subject. 

Methodology and Terminology 

This report examines some characteristics of foreign direct 
investment in the United States by government-owned or -controlled 
corporations. It is limited to an examination of the data collected 
on U.S. firms with at least 10 percent foreign equity ownership as 
part of the daily monitoring of public information sources by the 
Office of Trade and Investment Analysis. Tables in this report are 
based on these data. 

This study includes foreign direct investment data collected for 
1974 through 1981 and provides information on the number and value 
of foreign government investment transactions, investment modes, 
geographic concentration, industrial concentration, significant 
transactions, and unsuccessful investment efforts. 

1/ In 1982, the French Government nationalized a number of major 
French industrial and banking companies, many of which have 
affiliates or subsidiaries in the United States. Appendix A is 
a selected list of the nationalized French firms and affected 
U.S. companies. 
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"Foreign direct investment" as used in this report means the direct 
or indirect ownership or control by a foreign person or entity of 10 
percent or more of the voting securities of an incorporated U.S. 
business enterprise or an equivalent interest in an unincorporated 
U.S. business enterprise. 

"Foreign government investment" refers to the ownership of a U.S. 
corporation or U.S. property by a foreign government through its 
ownership of a foreign corporation or through state 
governmental control of an agency that has at least 10 percent or 
more direct or indirect ownership of the voting securities of the 
U.S. firm. The glossary following this report presents a list of 
additional key terms used in describing foreign direct investment in 
this report. 

The two-digit Standard Industrial Classifications (SIC) used in the 
tables and appendix B of this report are the best overall indication 
of the industrial character of the U.S. investment activity and of 
the foreign investor. In cases of single product lines, the SIC 
title for that product was used. In cases where firms produce 
multiple product lines, the SIC title judged to describe the major 
industrial line best was used. 

Highlights and Findings 

Based on transactions data collected from public sources from 1974 
through 1981 as part of a daily monitoring program of foreign direct 
investment in the United States, this report concludes the following 
about direct investment by foreign companies owned or controlled by 
foreign governments: 
• Foreign government investment accounted for a relatively modest 

share of total foreign direct investment transactions identified 
from 1974 through 1981 (2.5 percent). One hundred twenty-four 
transactions were completed; 70 with known values had a total 
value of $9.3 billion. 

• Foreign government-owned or -controlled corporations had direct 
investments in, with, or through eight U.S. Fortune 500 
companies between 1974 and 1981. Four of those companies are 
petroleum exploration or petroleum refining companies. 

2/ For purposes of this report, foreign government ownership of a 
foreign parent corporation is not limited to 10 percent or above. 
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• During 1974-81, foreign government-owned or -controlled 
investors were more interested in mining than in manufacturing. 
Their metal mining, oil and gas extraction, and coal mining 
investments totaled more than $7 billion, compared to a 
manufacturing total value of just over $1 billion. 

• Major industrial countries were the primary source of foreign 
government investment in the United States. Canada, France, the 
United Kingdom, and West Germany accounted for about 65 percent 
of the number of completed transactions recorded. 

• More than half of the foreign government investment transactions 
during 1974-81 were either acquisitions or acquisition/mergers. 
Of 64 identified transactions, 44 with available values totaled 
$7.5 billion. 

m Texas, New York, and California, with 51 transactions among 
them, were the top ranking states for completed foreign 
government transactions identified. 

• More than 10 percent of the completed investments identified, 
with individual values of $100 million or more, were deemed to 
be of special interest (for reasons of size, industry sector, or 
public interest) for the purposes of this report. The two 
largest investments, worth a total of $5 billion, involved U.S. 
natural resources firms. 

• Potential issues related to foreign government-controlled 
investments in the United States have prompted Cabinet-level 
review to determine if there are potential problems. 

3 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1983


