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Introduction

This publication presents historical estimates of foreign direct investment in the United
States for 1950-79.1 Estimates are presented for the foreign direct investment position in the
United States and for the balance of payments transactions between U.S. affiliates and their
foreign parents. The latter consist of capital inflows; equity and intercompany account inflows;
reinvested earnings of incorporated affiliates; interest, dividends, and earnings of unincorporated
affiliates; income; earnings; and fees and royalties.

Most of the estimates in this publication appeared in various issues of the Survey of Current
Business. They are published here in a single volume for the convenience of users. Detailed
country by industry estimates (27 countries by 13 industries) of fees and royalties for 1974-79
are published here for the first time. Also, detail for 1960 and 1961 for all estimates except fees
and royalties has been expanded to match that for later years.

For 1959 and 1974, benchmark surveys, or censuses, of foreign direct investment in the
United States were conducted.2 For these years, data are as reported by the universe. For
nonbenchmark years, estimates for all series except equity and intercompany account inflows
were derived by extrapolating the benchmark survey data based on the movement of sample
data obtained in BEA's quarterly surveys. The 19S9 benchmark data were used to derive estimates
for 1950-58 (by extrapolating backward) and for 1960-73 (by extrapolating forward).3 The
1974 benchmark data were used to derive estimates for 1975-79. Equity and intercompany
account inflows are as reported in the quarterly sample surveys; estimates for the universe were
not made because the volatility and frequent sign reversals of such flows make the reported
sample data an unreliable basis for estimating unreported data.

For a benchmark year, estimates derived by Unking sample data to a previous benchmark
survey will generally differ from data collected in the benchmark survey for that year. In table
A, estimates for 1974 on the two bases arc compared The estimates differ because of (1) changes in
concepts and definitions introduced in the benchmark year, as discussed in the following section, (2)
changes in U.S. affiliates' industry, form of organization, or country of foreign parent, and (3)
errors in estimation of unreported transactions over time.

1. Estimates for 1980-83 are in the October 1984 Survey of Current Business. They are not included here because they
remain subject to revision and differ in the level of country, industry, and component detail.

2. For the results of the 1974 benchmark survey, see US. Department of Commerce, Foreign Direct Investment in the United
States: Report of the Secretary of Commerce to the Congress in Compliance with the Foreign Investment Study Act of 1974
(Public Law 93-479), vol. 2t April 1976; for 1959, see US. Department of Commerce, Foreign Business Investments in the United
States (a supplement to the Survey of Current Business, 1962),

Estimates for 1980-83, published in the October Survey, are based on data obtained in the 1980 benchmark survey; results of
that survey were published in Foreign Direct Investment in the United States. 1980 (Washington, DC: U.S. Government Printing
Office, 1983).

3. Estimates of the direct investment position based on the 1959 benchmark survey were extrapolated forward only through
1972. The position at yearend 1973 is as reported in the 1974 benchmark survey as the position at the beginning of 1974.

IV
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Changes in the Direct Investment Series

Over the 1950-79 period, there were changes in concepts, definitions, and coverage of the
surveys of foreign direct investment in the United States/ The major changes, summarized
below, were introduced with the 1974 benchmark survey.

Definition of direct investment

Before 1974, direct investment was defined as the ownership, direct or indirect, by a single
foreign person (including an associated group of foreign persons) of at least 25 percent of the
voting stock of an incorporated U.S. business enterprise, or an equivalent interest in an
unincorporated US. business enterprise. Beginning with 1974, the ownership criterion was lowered
to 10 percent The change resulted in an increase of about 5 percent in the direct investment
position at yearend 1974.5

Treatment of unrealized capital gains/losses

Before 1974, foreign parents' shares in the earnings, reinvested earnings, and income of
their U.S. affiliates were defined to exclude unrealized capital gains or losses; however, to the
extent possible, changes in parents9 claims on their U.S. affiliates resulting from such gains or
losses were treated as valuation adjustments to the yearend direct investment position.

Beginning with 1974, affiliate income was reported on the "all-inclusive" basis, which
takes all recognized capital gains and losses—both realized and unrealized—through the income
statement rather than directly to an equity account As a result, estimates of earnings-related
series were redefined to include all capital gains and losses. Equity and intercompany account
flows of unincorporated affiliates were also affected by the change to the all-inclusive basis,
because, for years before 1980, all earnings of theie affiliates were treated as income payments
to foreign parents, even though some may have been reinvested in the affiliate. Thus, earnings
that were actually reinvested were treated as giving rise to equal and offsetting equity and
intercompany account inflows. In 1974, for example, the market value of securities held by
U.S. affiliates, especially unincorporated insurance affiliates, decreased significantly; the decrease
resulted in large capital losses that reduced equity and intercompany account inflows as well as
income payments.

Classification by country

The foreign parent is the first foreign person in the ownership chain of the U.S. affiliate;
the ultimate beneficial owner (UBO) is the person in the ownership chain, beginning with the
foreign parent, that is not owned more than SO percent by another person. Before 1974, estimates for
some affiliates, particularly those whose foreign parents were holding companies, were classified by
country of UBO, beginning with 1974, estimates were classified consistently by country of foreign
parent Several of the affiliates whose classifications changed in 1974 were large; thus, geographical
distribution of the estimates was significantly affected.

4. For definitions of the items presented in this publication and detailed methodologies of the 1959 and 1974 benchmark
surveys, see the publications cited in footnote 2.

5. Date from the 1974 benchmark survey showed that US. affiliates owned 10 to 24 percent by foreign investors accounted
for $1.2 billion of the $25.1 billion total foreign direct urvestinent positkmm the United Stetca. See the May 1976 5«n«y, p. 51.
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For all years, the estimates include U.S. affiliates' direct positions and transactions with
the foreign affiliates of their foreign parents, as well as positions and transactions with the foreign
parents themselves. A U.S. affiliate's direct positions and transactions with a foreign affiliate
of its foreign parent are classified in the countiy of the foreign affiliate. To simplify terminology
in this publication, the term "country of foreign parent" is used broadly to include the country
of the foreign affiliate of the foreign parent, as well as the country of the foreign parent itself.

Classification of incorporated insurance affiliates

Before 1974, all insurance affiliates were considered unincorporated because they reported on a
form that did not ask for information on how they were organized. Beginning with 1974,
incorporated and unincorporated affiliates reported on separate forms and were classi-
fied separately. This change, coupled with that in the treatment of capital gains and losses
noted above, significantly affected the comparability before and after 1974 of reinvested earnings,
income payments, and equity and intercompany account inflows for insurance affiliates.

Coverage of reverse equity ownership

Beginning with 1973 for the direct investment position and 1974 for equity and intercompany
account inflows and dividends, the estimates excluded positions and transactions associated
with U.S. affiliates' equity ownership in their foreign parents. Previously, U.S. affiliates' and
foreign parents' equity ownership in each other were netted, as were related payments and receipts of
dividends.

Table A.—Foreign Direct Investment in the United States, 1974: Comparison of Estimates Based on
the 1959 and 1974 Benchmark Surreys

[Millions of dollars]

Interest* dividends,
Direct investment Equity and intercompany and earnings of

. position at ycarcnd account inflows Reinvested earnings Income unincorporated affiliates Earnings

1959 basis 1974 basis 1959 basis 1974 basis 1959 basis 1974 basis 1959 basis 1974 basis 1939 basis 1974 basis 1959 basis 1974 basis"

Total 20350 25,144 2,504 3,695 1,132 1,065 1,880 1,330 748 266 1,886 1,429
By area

Canada 4t930 5,136 540 646 305 269 403 354 98 85 405 347
Europe 14,627 16,756 If69O 2,405 643 590 1,225 759 582 170 1,178 702

European
Communities (9) 11.939 14,099 1,385 1,743 495 545 933 660 439 115 913 635
Belgium and
Luxembourg 768 684 86 (D) 73 (D) 79 (D) 6 6 76 81
France 760 1,139 168 253 59 84 93 111 34 26 88 109
Germany 1.137 1,535 317 (D) 16 (D) 25 (D) 9 14 28 6
Italy 192 210 84 62 3 2 9 (D) 5 (D) 9 6
Netherlands 2,839 4,698 320 476 7 165 117 313 109 148 119 313
Denmark and
Ireland 55 90 7 15 - 4 (•) - 2 (D) 2 (D) - 2 1
United Kingdom... 6,188 5,744 402 198 339 228 613 147 274 - 8 1 596 119

Other Western
Europe 2,688 2,667 305 663 148 45 292 100 144 55 265 67

Sweden 356 475 55 84 16 29 25 35 9 6 23 35
Switzerland 2,251 1,949 250 509 129 20 262 69 133 49 237 37
Other 81 233 (•) 71 3 - 4 5 - 4 1 1 5 - 4

Japan 504 345 159 231 84 - 2 2 96 -121 12 - 9 9 149 42

Latin American
Republics and Other
Western Hemisphere.... 547 2,598 47 295 88 238 121 315 33 77 120 315

Other 242 310 69 118 U - 1 0 35 23 23 33 34 23

By industry
Petroleum 4,408 5,614 423 431 149 431 275 579 126 148 281 576
Manufacturing 10,685 10,388 1,348 1,647 709 579 1,057 874 348 297 1,007 820
Trade 1,247 4,387 230 1,144 50 124 101 118 51 - 6 158 258
Insurance 2,864 3,529 93 - 4 4 9 0 - 1 2 5 25 -578 25 - 4 5 4 25 - 5 7 6
Other finance1 (») (*) 222 745 56 1 222 251 166 250 217 263
Other 1,646 1,227 189 178 168 55 200 86 32 32 199 88

(*) Less than $500,000 (± ) . " ~ ~
(D) Suppressed to avoid disclosure of data of individual companies.
1. Other finance consuls of finance and real estate.
2. Included in insurance.
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