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In the U.S. intemnational accounts, a transaction must be between a resident and a
nonresident of the United States if it is to be considered "international,”" and thus
within the scope of the accounts. In the current account, transactions determined to be
international are disaggregated largely on the basis of what is transacted, not on the
basis of whe 1s involved in the transaction. Thus, the nature of the transactors ang the
relationship between them generally is not revealed. This paper seeks to provide some
such detail. Using data from Bureau of Economic Analysis (BEA) direct investment
survevs in conjunction with data from the standard international transactions (or
"balance of payments") accounts, it presents a supplemental disaggregation of U.S.
current account transactions (transactions in goods, services, income, and unilateral
transfers) along ownership lines for the years 1982-93. 1n this disaggregation, the
primary focus is on whether the transactions are between affiliated or unaffiliated
parties and, if the former, whether they represent transactions within U.S.-based or
foreign-based multinational companies, not on whether they involve trade in particular
types of merchandise or services. (Information on whether the transactions are in
goods or in services is, however, provided for several of the ownership-based
components, in a second-level breakdown).

As a different way of viewing the same information, the presentation shown here
is fully consistent conceptually with the standard accounts and could be regarded as a
"satellite" of those accounts.! A somewhat less consistent presentation, in which gross
transactions between entities having different countries of ownership are recorded, also
15 presented for purposes of comparison, '

In addition to its different basis of disaggregation, the presentation of current
account transactions in this paper differs from the standard presentation in its manner
of recording direct investment income, Whereas the standard presentation simply

' As described in the international System of National Accounts (SNA), satellite
accounts are accounts that can augment the central national accounts by "expand[ing]
the analytical capacity of national accounting for selected areas . . . in a flexible
manner, without overburdening or disrupting the central system"; they may introduce
additional information, alternative accounting frameworks, or "complementary or
alternative concepts,"” while maintaining linkages to the central accounts. See
Commission of the European Communities, International Monetary Fund, Organisation
for Economic Co-operation and Development, and United Nations, Svstem of National

Accounts, 1993 (Brussels/Luxembourg, New York, Paris, and Washington, D.C: 1993):
489.




shows the income itself--the end result, from the direct investor’s perspective, of the
activities of its foreign affiliates--the presentation introduced here adds details that
show its derivation as the net of the affiliates’ sales, expenses, and other deductions
from sales. Because of the added focus on the activities that produce it, this income is,
for purposes of the presentation, redesignated as "net receipts or payments resulting
from sales by affiliates.”

Another distinguishing characteristic of the presentation is the inclusion of a
"balance on cross-border trade and net receipts resulting from sales by affiliates™ along
with the conventional balances on the current account and on certain component
subgroups that are shown in the standard presentation as memorandum items. While
the nature and significance of any balance on groups of transactions may be subject to
interpretation, this balance highlights the facts that cross-border trade and sales through
foreign affiliates both represent methods of active participation in international markets
for goods and services, and both may be contrasted with the more passively generated
income on portfolio investment and the fundamentally different types of transactions
recorded under unilateral transfers that comprise the remainder of the current agccount.

Finally, addenda have been added to show the source of the content of both
foreign and U.S. affiliates’ sales to unaffiliated customers. For both types of affiliates,
output sold (or added to inventory) is broken down as between U.S. and foreign
content. For foreign affiliates of U.S. companies, the foreign content is further broken
down according to whether it represents the affiliates” own value added or other
foreign content, and for U.S. affiliates of foreign companies, the U.S. content is broken
down according to whether it represents the affiliates® own value added or other U.S.
content. These content measures do not enter the balance of payments, but rather
complement the information used to derive the balance of payments measure of net
receipts and payments resulting from sales by affiliates.

In a previous article, BEA described and evaluated three measures of U.S.
international sales and purchases of goods and services that supplement the
conventional measure of the trade balance with information on sales and purchases
abroad by U.S.-owned foreign companies and on sales and purchases in the United
States by foreign-owned U.S. companies.” Two of the measures had been proposed

? See "Alternative Frameworks for U.S. International Transactions," Survey of
Current Business 73 (December 1993): 50-61. This article discusses technical issues
pertaining to the three measures, and the frameworks from which they are derived, and
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earlier, one by DeAnne Julius and one by a National Academy of Sciences study panel.
The third measure was introduced in the article. It differed from the others in
that--like the conventional balance of payments measure--it used residency rather than
ownership as the basis for determining the nationality of transactors and, thus, the
boundary between domestic (U.S.) and foreign transactions. By maintaining this
conventional boundary, it retained the linkages with economic activity in specific
economies provided by the standard balance of payments framework. Like the other
measures, however, it provided a number of new details that permit a more complete
analysis of ownership relationships and of the scope and importance of inirafirm trade
than is provided by the standard presentation. This paper updates and extends the
earlier article by placing the ownership-based disaggregation of cross-border trade and
net receipts or payments resulting from sales by affiliates into the framework of the
overall U.S. current account, adding breakdowns of the ownership-based components
of cross-border trade into trade in goods and trade in services®; recording net receipts
resulting from sales by affiliates on a current-cost, rather than on a historical-cost,
basis; showing data for affiliates in banking for the first time (though without the
details provided for nonbanks); and presenting estimates for additional years.

The remainder of this paper contains three sections and a technical note. The
first section explains the structure of the ownership-based disaggregation and explains
why 1t, rather than another, more gross, method of accounting was chosen as the
primary basis for presenting and analyzing the data. The second section reviews
patterns of transactions, with a particular focus on changes in the composition of the

presents estimates of U.S. sales and purchases under each framework for the year
1991. A preliminary version of the article was presented at the eighth Voorburg
Group Meetings on Services Statistics in September 1993 in Oslo, Norway.

? For technical reasons, an acceptable estimate of this breakdown could not be
made for net receipts resulting from sales by affiliates. One reason is because the data
on affiliates’ activities are classified according to the primary industry of the affiliate,
rather than according to the type of good or service sold. Another is because some of
the income from a given affiliate may reflect the affiliate’s eamings derived as a result
of its ownership of other affiliates that may operate in different industries. Similar
considerations preclude a geographic breakdown of the ownership-based presentation:
In some cases, income from one country may partly derive from the operations of
indirectly owned affiliates located in other countries.
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account, during 1982-93. The third section discusses the derivation of net receipts
resulting from sales by affiliates and the source (whether U.S. or foreign) of the
content of affiliates” sales to unaffiliated customers. The technical note provides
details on the sources and methods used in making the estimates.

Structure of the Account

At the highest level of the ownership-based current-account disapgregation, as in -
the standard disaggregation, is the breakdown between unilateral transfers and exports
and imports of goods, services, and income (table 1). Also like the standard
disaggregation, unilateral transfers are presented on a net basis. Exports and imports
of goods, services, and income, in contrast, are disaggregated quite differently in the
new presentation than in the standard presentation. They are first disaggregated into
two categories: (1) U.S. receipts and payments from cross-border trade and sales by
affiliates and (2) other income receipts or payments. The first category--which records
the results of activities involving direct participation in the production or sale of goods
and services--is further disaggregated into U.S. cross-border exports or imports of
goods and services and receipts and payments resulting from sales by affiliates. Each
of these categories is, in turn, disaggregated in a unique manner.

Cross-border transactions in goods and services are disaggregated to show
transactions with unaffiliated foreigners separately from transactions with affiliated
foreigners, with the latter further disaggrepated to show transactions between U.S.
parent companies and their foreign affiliates (that is, intrafirm trade related to outward
direct investment) separately from those between U.S. affiliates and their foreign
parents (intrafirm trade related to inward direct investment). Separate estimates of
trade in goods and trade in services are provided for each of these categories.

For net U.S. receipts resulting from sales by foreign affiliates, separate estimates
are provided for nonbank and bank affiliates. For nonbank affiliates, the derivation of
net receipts resulting from sales by affiliates is shown as affiliates’ sales, less their
purchases from the United States, costs and profits accruing to foreigners, and sales to
other foreign affiliates of the same U.S. parent company as the affiliate making the
sale. For bank affiliates, only the net receipts themselves are shown, because annual
infarmation on sales and deductions from sales is unavailable. The derivation of net
U.S. payments to foreign companies resulting from sales by their U.S. affiliates is
presented in an analogous manner.




Other receipts or payments consist of other private receipts or payments and U.S.
government receipts or payments. These transactions differ from those in the two
previous categories in terms of the nature of the transactor’s invelvement: Whereas
cross-border trade in poods and services and transactions related to sales by affiliates
entail an active involvement in the production or sale of goods and services by the
cross-border exporter or by the direct investor, the other private and U.S. government
receipts and payments relate to situations in which the investor makes an wnvestment
and receives a return, but without an active involvement.

To place the ownership-based disaggregation in perspective, it may be instructive
to consider an alternative method of accounting for affiliates’ sales that records these
sales, and related expenses, in a more gross fashion: Using outward direct investment
as an example, instead of recording the U.S. parent companies’ eamings from their
foreign affiliates, along with the details on the derivation of the earnings, the affiliates’
gross sales abroad would, under this method, be recorded as U.S. exports of goods and
services, and their foreign expenses (together with profits accruing to foreigners) as
U.S. imports of goods and services, similar to the method recommended by
international guidelines for recording construction transactions.' Thus, affiliates’
operations abroad would be treated as extensions of the domestic (U.S.) operations of
their parent companies, rather than as stand-alone foreign operations from which the
U.S. investor derives earnings. Operations of U.S. affiliates of foreign companies
would be treated in an analogous manner.

The method described above, which is adopted from the work of DeAnne Julius,
has both advantages and disadvantages.’ Perhaps its chief virtue lies in its ability to

* The International Monetary Fund’s Balance of Payments Manyal (5th edition)
recommends, for construction operations abroad, that the coniractor’s gross operating
revenues be recorded as an export of construction services, that its foreign expenses be
recorded as an import of "other business services," and that any exporis of goods from
the contractor’s country to the foreign job site be deducted from merchandise exports
(to avoid duplication of amounts already included in gross operating revenues). For
affiliate operations abroad, purchases from the United States would, by analogy, be
deducted from cross-border exports, to avoid duplication with the affiliate sales in
which they become embodied.

5 See DeAnne Julius, Global Companigs and Public Policy: The Growing
Challenge of Foreign Direct Investment (New York, NY: Council on Foreign
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reflect in exports and imports the totality of interactions between foreign affiliates and

foreign economies, while at the same time maintaining the correspondence between the
net of these transactions and the measure of factor income attributable to domestically

supplied factors of production lacated abroad that is required to compute gross national
product.

Despite this advantage, this gross method was not chosen as the primary basis for
presenting and analyzing data in this paper for several reasons. A major reason was
that adopting it would have loosened linkages with the standard presentation and
reduced consistency with international guidelines. Under this method, total exports and
total imports of goods, services, and income differ from the totals recorded in the
standard presentation (though net exports remain unchanged). In addition, the
transactions related to a given type of investment tend to become scattered across the
accounts, contrary to international guidelines, which recommend recording transactions
related to a particular type of direct investment together--or on a "directional”
basis--and which thus facilitate the analysis of a particular type of investment.
Furthermore, the rules of residency contained in the System of MNaticnal Accounts and
the Balance of Payments Manual would have been violated (although, due to the
treatment of all payments by affiliates for both primary factors of production and
intermediate inputs supplied by foreigners as imports of the investor country, not in a
manner that would distort the attribution of production by country). A final factor,
specific to this particular application, that argued against the selection of this method
was the inability to exclude sales by minority-owned affiliates from the affiliate sales
data.® Unless sales of these affiliates can be separately identified and recorded, sales

Relations Press, 1990).

® For some purposes, it would have been desirable to separately identify net
receipts resuiting from sales by majority-owned affiliates. So doing would have
aligned the presentation more closely with the SNA concept of "foreign-controlled
resident corporation” and with commonly held views on the concept of "establishment
trade." Because of the way BEA’s databases are currently structured and because some
of the income received from majority-owned affiliates may derive from operations of
indirectly held minority-owned affiliates, separate estimates for majority-owned
affiliates could not readily be constructed for purposes of this paper. However,
because most affiliates, both U.S. and foreign, are majority-owned, the overall patterns
of transactions would not have diverged in a major way from those described here
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by an affiliate owned to the extent of as little as 10 percent (the threshold for direct
investment) are, in effect, attributed to the country of the minority investor, rather than
to the country of the holder(s) of the majority interest. For example, some U.S.
automobile manufacturers hold small stakes in foreign auto companies, largely for the
purpose of facilitating trade and the sharing of technology, but few would regard the
overseas sales of these minority-owned affiliates as attributable to the United States,
even from a purely ownership-based perspective,

Although for these reasons it was not chosen as the primary basis for presenting
and analyzing data in this paper, the results under this method may be of interest for
some purposes, and they have been tabulated and are shown in table 8.

Patterns of Transactions

Because the theme of this paper concemns ownership relationships as they pertain
to the current account, rather than variations in the overall magnitude of the
transactions, much of the following discussion focuses on changes in the composition
of the various ownership-based categories that comprise the current account, rather
than on changes in their level. These changes in composition are depicted in a series
of tables showing the composition of transactions at several levels of detail. Before
examining them, however, it can be noted that during the period covered by table 1,
each major category of transactions roughly doubled: From 1982 to 1993, U.S.
exports of goods, services, and income increased by a factor of 2.1; imports of goods,
services, and income, by a factor of 2.3; and net unilateral transfers, by a factor of 2.0.
Over the same period, overall U.S. economic activity--whether measured by gross
domestic product or gross national product--increased by a factor of 2.0, or slightly
less than the growth in exports and imports. ‘

Despite the rather similar movements in these major components, movements in
the balances on the current account and its subcomponents were dramatic, at least in
relative terms: The total deficit on current account rose from $11.4 billion in 1982 to
$99.9 billion in 1993 (table 1, line 43), while the balance on goods, services, and
income shifted from a surplus of $3.6 billion to a deficit of $65.8 billion (line 42).
The balance on goods, services, and net receipts resulting from sales by affiliates

even if separate estimates could have been constructed. (In 1993, majority-owned
affiliates accounted for 81 percent of the sales of foreign affiliates of U.S. companies
and for 84 percent of the sales of U.S. affiliates of foreign companies.)
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fiuctuated considerably, but it too showed a much larger deficit in 1993 than in
1982--$18.5 billion, compared to $2.2 billion (line 41). Because net U.S. receipts
resulting from sales by foreign affiliates consistently exceeded net U.S. payments to
foreign companies for sales by their affiliates in the United States, throughout 1982-93
this measure showed a smaller deficit (or, in 1991 and 1992, a surplus rather than a
deficit) than was recorded for the balance on cross-border trade in goods and services
alone; the latter measure increased from a deficit of $24.2 billion in 1982 w0 a deficit
of $74.8 billion in 1993 (line 40).

To some extent, the seemingly large movements in balances in the face of only
modest differences in growth rates of receipts and of payments reflects the nature of
these balances as the net of much larger two-way flows; small differences in growth
rates for opposing flows can and do result in much larger relative movements in the
corresponding balances.

Changes in composition

Tables 2-7 describe the composition of the ownership-based disaggregation of
transactions involving goods, services, and income--that is, of elements of the current
account other than unilateral transfers (which cannot be examined in this fashion due
to their net basis of recording). The period examined--1982-93--saw nurnerous
developments that might have been expected, directly or indirectly, to have a material
impact on these components--cyclical fluctuations in economic activity, major
movements in exchange rates, rising trade and investment in services, growing
integration of the world economy and of global financial markets, emergence of newly
industrialized economies and liberalization of trade and investment policies by a
number of developing countries, the political and economic transformation of Eastern
Europe, and rapid increases in foreign direct investment in the United States. Apgainst
the backdrop of these developments, and given the length of the period, significant
changes in the composition of these components would be expected, and, as described
below, some changes did occur. Somewhat surprisingly, however, the overall picture
is more one of stability than of change.

Throughout 1982-93, cross-border exports of goods and services accounted for a
substantially higher share of total exports of goods, services, and income than either
net receipts resulting from sales by affiliates or other income receipts (table 2). The
share of exports of goods and services fluctuated in the range of 74-78 percent through
1990, then rose to a peak of 84 percent. The rise in the share toward the end of the




period came at the expense of the share of "other" income receipts, which fell not only
relatively but also in absolute terms in the early 1990°s as interest rates declined and as
lending to foreigners by U.S. banks feli in response to sluggish economic conditions in
several major borrowing areas. Reflecting these developments, "other” income
receipts, which began the period with a share well over twice that of receipts resulting
from sales by affiliates, ended it with a share that was slightly lower. In comparison
with that of "other" income, the share of receipts resulting from sales by affiliates was
much more stable, varying within the range of just under 7 percent to over 9 percent.

For U.S. imports of goods, services, and income, similar patterns held.
Compared to exports, cross-border imports of goods and services accounted for an
even larger share of the total, ranging from 81 petcent to 87 percent. The share of
“other” income payments was next largest, ranging from nearly 13 percent to over 18
percent. The share of payments resulting from sales by U.S. affiliates was consistently
smallest--less than 2 percent in all years; although foreign direct investment in the
United States grew rapidly in the late 1980’s and early 1990’s, this growth generally
did not translate into commensurately higher eamings for U.S. affiliates.’

For both exports and imports, trade in goods consistently accounted for a much
larger share of total trade in goods and services than did trade in services—probably a
reflection of the generally greater tradeability of goods (which usually are transportable
and storable) than of services (which usually are not). The share of goods in imports
was particularly high--it fluctuated narrowly within the range of 80-83 percent (table
3). For exports, the share of goods was somewhat lower, and it tended to decline, as
growth in services exports outpaced growth in exports of merchandise.! The share of
goods did rise significantly in 1988, when U.S. merchandise exports grew at an

? For possible explanations of the low returns on foreign direct investment in the
United States, see "Rates of Return on Direct Investment," Survey, 72 (August 1992):
79-86.

* Some of the decline in the share of goods is a statistical artifact resulting from
improvements in coverage of services transactions instituted in 1986. The
improvements raised estimates of both exports and imports of services, but the effect
on exports was larger. Even after allowing for this statistical factor, however, the
services share of exports still would have increased, and as can be seen from table 3,
the services share increased in every year except 1988, when special factors boosted
growth in merchandise exports.




unusually high 28-percent rate due to a convergence of favorable price and demand
factors, but it fell steadily thereafter.

By type of transactor, most trade in goods and services was with unaffiliated
foreigners (that is, arms-length trade) rather than with affiliated foreigners (intrafirm
trade). For exports, the share of unaffiliated transactions fluctuated within the range of
66-71 percent, ending the period at the same level as it began (table 4). For imports,
the share of unaffiliated transactions trended downward over much of the period, from
68 percent in 1982 to 63 percent in 1993. Most of the decline occurred in the late
1980°s and reflected the influence of increased imports by U.S. affiliates from their
foreign parents during this period, when foreign direct investment in the United States
was growing very rapidly; the decline resulted from declines in the share of
unaffiliated transactions in both imports of goods and imports of services.

The abovementioned tendency for trade in goods to account for the predominant
share of total trade in goods and services holds for trade with both unaffiliated and
affiliated foreigners, but especially for the latter. For exports, trade in goods
accounted for 66-72 percent of trade with unaffiliated foreigners, compared to 82-8%8
percent of trade with affiliated foreigners (table 5). For imports, the differences were
even more marked: Imports of goods accounted for 72-77 percent of imports from
unaffiliated foreigners, compared to 94-97 percent of imports from affiliated
forcigners. To some extent, the higher share of goods in trade with affiliated
foreigners than in trade with unaffiliated foreigners reflects the fact that some services,
most notably travel--which is the largest services item in U.S. international
transactions--by their very nature are not applicable to trade within multinational firms.
The higher share of goods in trade with affiliated foreigners also reflects the extent to
which exporters use locally established wholesale trade affiliates as conduits for
marketing and distributing their goods abroad. This practice is particularly widespread
in the case of foreign companies’ exports to the United States, and helps to explain the
extremely high share of goods in U.S. imports from affiliated foreigners.’

Intrafirm exports accounted for 29-34 percent of total U.S. exports of goods and
services and were largely comprised of transactions associated with outward
investment. Throughout 1982-93, U.S. parents’ exports to their foreign affiliates

% The role of U.S. affiliates in facilitating the distribution in the United States of
goods produced by their foreign parent companies is discussed in "Merchandise Trade
of U.S. Affiliates of Foreign Companies,” Survey 73 (October 1993). 52-65.
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accounted for roughly two-thirds to three-quarters of total U.S. exports to affiliated
foreigners (table 6). In most years, parents’ exports to their affiliates accounted for
over one-fifth of total U.S. exports of goods and services, compared to a share of 10
percent or less for exports by U.S. affiliates of foreign companies to their foreign
parent companies.

Intrafirm imports accounted for 32-37 percent of total U.S, imports of goods and
services and, in contrast to affiliated exports, were largely comprised of transactions
associated with inward investment. Imports by U.S. affiliates from their foreign
parents accounted for 55-64 percent of total affiliated imports. These imports
accounted for roughly one-fifth of total U.S. imports of goods and services, somewhat
above the 13-15 percent share accounted for by U.S. parent companies’ imports from
their foreign affiliates.

From these figures, it can be seen that, for both exports and imports, the larger
share of intrafirm trade was accounted for by sales by parents--whether U.S. or
foreign--to their affiliates. Although affiliates are often established to provide goods
and services to their parent companies, these figures suggest that it 1s more common
for them to receive goéds and services from the parents. Put another way, using
affiliates as conduits for distributing, with or without further processing, the parents’
output appears to be a more common business practice among both U.S.-based and
foreign-based multinational companies than does using affiliates to locate production
for home-country markets in foreign sites where costs may be lower or other
conditions for production more favorable.

For both exports and imports, and for trade involving both inward and outward
direct investment, trade in goods accounted for a much larger share of total intrafirm
trade than did trade in services (table 7). In all cases, the share accounted for by
services was less than 20 percent, and in many cases, particularly for imports, the
services share was much lower--for example, only 5 percent of total imports from both
foreign affiliates and foreign parent groups in 1993. While the services shares were
uniformly rather low, it is noteworthy that they were larger for exports than for
imports in the case of both trade between U.S. parents and foreign affiliates and trade
between U.S, affiliates and foreign parents. Thus, the apparent overall U.S.
comparative advantage in services, rather than the type of affiliation between
transactors, would seem to be the key factor in determining the distribution of
intrafirm trade between goods and services.
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Supplemental Details on Affiliate Operations

In addition to providing a different type of disaggregation of transactions, table |
provides a variety of details that assist in describing affiliate operations and analyzing
the role of direct investment as a vehicle for delivering goods and services to
international markets, Two related types of information--that used in deriving net
receipts and payments resuiting from sales by affiliates and information on the content
of affiliate output--are given.

Net receipts and payments resulting from affiliates’ sales

As explained earlier, net U.S. receipts resulting from sales by foreign nonbank
affiliates are derived as sales less deductions for purchases from the United States,
costs and profits accruing to foreigners, and sales by foreign affiliates to other foreign
affiliates (of the same U.S. parent). Net U.S. payments to foreign companies resulting
from sales by their affiliates in the United States are derived analogously. Using the
derivation for foreign affiliates to illustrate the principles involved, the deductions from
sales may be made for either of two reasons. Purchases from the United States and
costs and profits accruing to foreigners represent outlays that must be deducted from
sales to arrive at the earnings that accrue to the U.S. parent company. The deduction
for sales to other foreign affiliates is made to avoid duplicating goods and services that
are embodied in the sales of more than one affiliate.”

Turning to the specific results under this methodology, the relationships among
the items used to derive net receipts or payments resulting from sales by affiliates
changed relatively little over time, and their composition was very similar for U.S. and
foreign affiliates. Compared with total sales by foreign affiliates, net receipts tended
10 be quite small for both outward and inward investment, but particularly for the
latter--1 percent or less, compared to 2-4 percent for outward investment, For both
types of investment, the largest portion of the sales dollar went to local factors of
production (or, in the case of foreign affiliates, non-U.S. factors). For outward

'* Rather than being treated as an item to be eliminated through consolidation,
sales between affiliates having the same parent company could have been recorded as a
"purchases" item, to be deducted as a cost accruing to foreigners. (Given the retention
of the standard rules of residency, foreign affiliates are regarded as "foreigners," even
though they are U.S.-owned.) However, so doing would have had no effect on total
exports, total imports, or any of the balances presented in table 1.
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investment, 70-78 percent of sales went to costs and profits accruing to foreigners,
with the figures at the upper end of the range tending to be realized during the earlier
years; about 82-85 percent of these costs and profits represented items other than
employee compensation--probably locally procured inputs, for the most part. For
inward investment, 79-85 percent of sales went to costs and profits accruing to U.S.
residents; from 82 percent to 86 percent of these costs and profits were for items other
than employee compensation and, as with outward investment, probably were
accounted for largely by locally procured goods and services.

Content of affiliates’ sales

Lines 44-53 of table 1 examine affiliates’ sales from a related, but somewhat
different, perspective from that taken above. Whereas the previous discussion focused
on the derivation of direct investors’ receipts resulting from sales by their foreign
affiliates, these lines focus on the output of affiliates and, in particular, on its origin in
geographic terms and in terms of whether it represents production by affiliates or
production by the firms that supply affiliates with intermediate inputs. Specifically,
sales of U.S. and foreign nonbank affiliates to non-affiliates are separated into
components for U.S. content and foreign content. (This information is not available
annually for bank affiliates.) The U.S. content of U.S. affiliates’ sales to unaffiliated
persons is then further broken down into the affiliates’ own value added and other U.S.
content, and the foreign content of foreign affiliates’ sales is broken down into the
affiliates” own value added and other foreign content.

The structures of the content of output of foreign affiliates and U.S. affiliates
were similar to one another and quite stable over time. As would be expected, the
location of the affiliate largely determined the origin of the content: The bulk--88-92
percent--of the content of the output of foreign affiliates originated abroad, while the
bulk--80-84 percent--of the output of U.S. affiliates originated in the United States.
The tendency for U.S. content to account for a lower share of the output of U.S.
affiliates than foreign content did of the output of foreign affiliates appears largely to
reflect U.S. affiliates’ higher import propensities, but it is also a reflection of their
lower profitability (profits count as local content) and the inclusion of content
attributable to third countries, along with local content, in the measure of "foreign”
content.

Affiliates’ own value added accounted for only a minority of both the foreign
content of the output of foreign affiliates and the U.S. content of the output of U.S.
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affiliates. For foreign affiliates, own value added accounted for 38-41 percent of
foreign content for the years for which estimates of gross product originating n
affiliates are now available. For U.S. affiliates, affiliates” own value added accounted
for 2 somewhat lower share of U.S. content--24.26 percent. In addition to low
profitability, the lower value-added share for U.S. affiliates may reflect the influence
of age. Overall, U.S. affiliates tend to be of more recent vintage than foreign
affiliates, and it is possible that they will tend to rely more on their own production
and less on local suppliers (as well as on foreign suppliers) as they mature. There is
littie evidence for such a pattern in the available data, which show only small variation
in the value-added share of local content over an 11-year period, but because the
period includes several years when foreign direct investment in the United States was
growing very rapidly, it is possible that entries into the direct investment universe
tended to counteract the effect of increases in the age of existing U.S. affiliates on the
average age of all affiliates.
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Technical Note: Sources and Methods

In general, most of the data shown in table | are taken directly from either the
U.S. international transactions {(balance of payments) accounts compiled by BEA and
published quarterly in its monthly journal, the Survey of Current Business, or from
BEA’s annual surveys of financial and operating data of U.S. parents, their foreign
affiliates, and foreign-owned U.S. affiliates. For some items, data were not available
in the form required, and it was necessary to estimate them. A few items were derived
as residuals. Following are the sources for the various line items of table 1; line
references appear in parentheses. Except where specifically noted, data on imports of
goods, services, and income have been taken from the same or corresponding sources
as the data on exports.

Total U.S. cross-border exports of goods and services (lines 3, 3a, and 3b)
were taken from the international transactions accounts. Cross-border exports to
affiliated foreigners were derived as follows: Exports of goods to foreign affiliates of
U.S. companies (6a) were taken from BEA’s annual surveys of U.S. direct investment
abroad; exports of services to foreign affiliates (6b), from BEA’s quarterly surveys of
transactions between U.S. parents and their foreign affiliates; exports of goods by U.S.
affiliates to their foreign parents (7a), from BEA’s annual surveys of foreign direct
investment in the United States; and exports of services by U.S. affiliates 1o their
foreign parents (7b), from BEA’s quarterly surveys of transactions between U.S.
affiliates and their foreign parents. Cross-border exports to unaffiliated foreigners
were derived as a residual, by subtracting exports to affiliated foreigners from total
exports.

Total U.S. cross-border imports (22-26b) were derived in an analogous manner
from the same or corresponding sources.

U.S. companies’ net receipts resulting from sales by their foreign affiliates
(R) are equivalent to direct investment income as shown in the U.S. international
transactions accounts. These data were derived from BEA’s quarterly surveys of
transactions between U.S. parents and their foreign affiliates. Before being entered
into the international transactions accounts, they are adjusted to be on a current-cost
basis. Distribution of the current-cost adjustment among industries is not possible, and
for purposes of table 1 the adjustment has been allocated entirely to nonbank affiliates;
the affected lines are lines 9 and 14. Sales by [nonbank] foreign affiliates (10) and
employee compensation (13) were taken from BEA’s annual surveys of U.S. direct
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investment abroad. U.S. companies’ net receipts resulting from sales by their
foreign bank affiliates (16) were taken from BEA’s quarterly surveys of transactions
between U.S. parents.and their foreign affiliates. Foreign affiliates’ purchases of
goods and services from the United States (11) were taken from BEA’s annual
survey of U.S. direct investment abroad (for goods) and from BEA’s quarterly survey
of U.S. direct investment abroad (for services). U.S. companies’ net receipts
resulting from sales by their foreign nonbank affiliates (9), costs and profits
accruing to foreigners (12), and other costs and profits accruing to foreigners (14)
were derived from other lines as follows: Line 9 is the residual of lines 8-16; line 12
is derived as lines 10-8-11-15+16; and line 14 is the residual of lines 12-13. Finally,
survey data on sales by foreign affiliates to other foreign affiliates (15). obtained
from the annual surveys of U.S. direct investment abroad, were only avatlable for
majority-owned affiliates; these data were factored up to an estimate for all nonbank
affiliates, based on the relationship between total sales by all nonbank affiliates and
total sales by nonbank majority-owned affiliates.

On the import side of the accounts, sales by U.S. affiliates to other U.S.
affiliates of the same foreign parent (34) could not be estimated. (However. due to
the consolidated basis for reporting by U.S. affiliates, it is probably safe to assume that
these sales were relatively small.) The remaining lines related to net payments to
foreign companies for sales by their U.S. affiliates (27-35) were derived in an manner
analogous to those for net receipts.

Other U.S. income receipts (17-19), other U.S. income payments (36-38), and
net unilateral transfers (39) were taken directly from the international transactions
accounts.

The balance on goods and services (40), balance on goods, services, and
income (42), and balance on current account {43) were also taken from the
international transactions accounts. They also can be derived as from other lines as
lines 3-22, 1-20, and 1-20+39, respectively. The new balance shown in this paper,
balance on goods, services, and net receipts resulting from sales by affiliates (41)
was derived by subtracting line 21 from line 2.

The addenda items were derived mainly from data shown in the main body of
table 1. Output sold to unaffiliated persons or added te inventory (44) by nonbank
foreign affiliates is equal to lines 10-135 plus the annual change in inventory (taken
from BEA’s annual surveys of U.S. direct investment abroad). U.S. content (48) is
equal to line 11. Foreign content (45) is the residual of Jines 44 and 48. Value
added by foreign affiliates of U.S. companies (46) was estimated from BEA’s annual
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surveys of U.S. direct investment abroad. (Estimates for 1983-8R are not yet
available.) The figures for all nonbank affiliates are estimates based on BEA’s
published data on value added, or gross product, by majority-owned affiliates. Other
foreign content (47) is the residual of lines 45 and 46.

The addenda items for U.S. affiliates were derived analogously from the same or
corresponding sources. However, because BEA publishes value added by all nonbank
U.S. affiliates and no special estimates had to be prepared for this paper.
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1 Exports ol goods, services, antt ncome

2 U.S. racaipls rasulting from cross-border exports and sales by foreign atfffates............c.c

Table 1.--Ownership-based Disaggregation of the U.S. Current Account, 1982-93
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Addenda:
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Source of the content of 1.5, affilates' sales {to unaMi{ated personsj:

DOutput sold to unaffiiated persons of added ta invantory, tatal .
U5, content .
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Foreign conient ..

1982 1883 1984 1985 1986 1987 19848 14989 18990 1991 1992 1993
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286.7 na na na na na na 4031 440 0 4416 440 B 440 5
4512 nd na na na na na 568 8 7082 7144 fi6.1 7116
55D 66 1 753 791 82.6 92.2 1104 1221 126.8 138.8 147.4 156.4
5215 534 8 600.3 G3IR5 6780 7516 B39.7 10705 11,1866 11905 12155 13076
435.8 4517 437.8 5233 5459 6048 7401 8934 9080 10046 10435 1,100
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857 X 102.3 1123 128.1 147.0 159.4 176.6 184.7 185.0 1820 2056



Table 2.--Exports and Imperts of Goods, Services, and income--Shares of the Major Components, 1882-93

[Percent]
Exporis Imports
U.5. cross-border | U.S. companies’ net receipts | Other U.3. U.S. cross-border]  Net paymenis to fareign | Other U.S.
Yearf Total expors of goods resuiting from sales by income Total |imports of geods | cempanies resulting from income
and services their foreign alfiliates receipls and services | sales by their U.S. affiliates | payments
1982 100.0 76.2 6.6 17.2 100.0 84.1 0.5 15.3
1983 100.0 5.7 7.7 16,6 100.0 Bs.8 11 13.1
1984 100.0 73.5 7.9 18.6 100.0 B4.4 1.8 13.8
1985 100.0 75.5 8.0 16.5 100.0 84.9 1.5 13.6
1986 100.0 771 8.0 14.9 100.0 85.0 1.3 136
1987 100.0 77.6 8.8 13.6 100.0 84.6 1.3 14.2
1988 100.0 71.0 9.3 13.7 100.0 825 18 157
1989 100.0 78.2 86 151 100.0 80.7 0.9 18.4
1990 100.0 77.0 84 14.6 100.0 81.6 D4 18.14
1991 100.0 80.9 73 118 100.0 834 -0.5 17.1
1982 100.0 839 7.0 9.0 100.0 85.9 ™ 141
1993 100.0 84.4 8.1 7.5 100.0 86.7 0.6 127

* Less than 0.05 percent.



Table 3.--Shares of Cross-Border Exports and Imporls Accounted for by Goods and by Services

[Percent]
Exports Imporis
Year| Total | Goods | Services | Tolal | Goods | Services
1882 100.0 76.7 23.3 100.0 2.7 17.3
1983 100.0 75.8 242 100.0 83.0 17.0
1884 100.0 75.8 24 4 100.0 831 16.9
1985 100.G 4.7 253 100.0 82.3 17.7
1986 100.0 721 279 1040.0 82.0 18.0
1987 100.0 7.7 28.3 100.0 B1.7 18.3
19684 100.0 74.2 258 100.0 B1.8 18.2
1985 100.0 74.0 250 100.0 B2.2 17.8
1990 100.0 72.5 275 100.0 B0.8 19.2
191 100.0 71.7 283 100.0 80.3 196
1992 100.0 711 289 6.0 81.5 18.5
1993 100.0 70.9 29.1 100.0 81.9 18.1




Table 4.--Shares of Crass-border Exports and tmporis, by Transactor, 1982-83

[Percent]
Exports Impors
To To From From
Year Tolal unaffiliated | affiliated Total | unaffiliated | affiiated
fareigners | foreigners foreigners | foreigners

1982; 100.0 702 29.8 100.0 681 M9
1983 100.0 69.1 0.9 100.0 68.4 e
1984 100.0 67.9 325 100.0 681 31.9
1985 100.0 65,6 344 100.0 659 341
1986| 100.0 68.5 315 10D.0 65.9 4.1
1987 100.0 70.8 29.2 100.0 65.1 349
1988| 100.0 7141 289 100.0 64.3 57
1982 1000 70.0 30.0 100.0 631 36.9
1950 100.D 7.2 28.8 100.0 62.9 K
1991 1000 711 289 100.0 B2.6 374
1982 100.0 69.8 an.2 100.0 62.8 7.2
1993 100.0 0.2 29.8 100.0 63.1 3.9




Table 5.--Shares of Cross-Border Exports and Imports, by Transactor, that are of Goods and of Services, 1982-93

[Percent]
Exports Imports

Ta unaffilialed To affitiated Fram unaffilialed From affiliated

Year Total foreigners Tatal fareigners Total foreigners Tatal foreigners
Goods Services Goods ?Sewices Goods | Services Goods | Services

1982 100.0 719 281 100.0 88.0 12.0 100.0 716.7 233 100.0 956 4.4
1983 100.0 708 29.4 100.0 875 125 100.0 76.9 231 100.0 56.2 g
1984 1000 69.3 30.7 100.0 88 6 1.4 100.0 76.7 233 100.0 86.7 i3
1985 100.0 67.6 324 100.0 88.3 117 100.0 74.7 253 100.0 56.9 a
1986 100.0 66.1 33.9 100.0 851 148 100.0 74.3 25.7 100.0 96.8 3.2
1987 1000 6B8.7 a3 100.0 83.8 16.1 100.0 73.9 261 100.0 86.2 g
1988 100.0 70.0 a0.0 100.0 247 15.3 100.0 73.8 26.2 100.0 096.2 8
1988 100.0 69.6 30.4 100.0 842 15.8 100.0 74.4 256 100.0 855 45
1960 106G.0 E8.4 316 100.0 82.6 17.4 100.0 72.3 277 100.0 05.1 49
1991 100.0 67.2 326 1000 3258 i7.1 100.0 71.9 280 100.0 D4 4 LX)
1992 100.0 66.1 338 100.0 827 7.3 100.0 737 26.3 100.0 24.7 53
1991 100.0 66.0 340 100.0 82.3 17.7 100.0 74.5 25.5 100.0 D4.7 53




Table B.--Shares of Affiliated Cross-border Exports and imports, by Type of Affiliation, 1982-83

[Percent]

Exports to affiliated foreigners Impars from affilialed foreigners

To foreign Tag faoreign From foreign From foreign

Year Total affiliates of parent group Total affiliates of parent group

U.S. companies | of U.S. affiliates U.S. companies | of U.S. affiliates

1982 100.0 67.6 324 100.0 44.1 55.9
1983 100.0 70.5 295 100.0 44.8 552
19684 100.0 69.4 306 100.0 431 56.9
1985 100.0 71.8 28.2 100.9 40.3 597
19688 100.0 74.5 255 100.0 ars 62.5
1987 100.0 78.2 21.8 100.0 36.3 63.7
1988 100.0 76.4 238 100.0 ar4 62.6
1989 100.0 74.3 25.7 100.0 371 62.9
1890 100.0 72.7 213 100.0 37.5 62.5
1991 100.0 7.8 28.2 100.0 339 61.1
1992 100.0 702 29.8 100.0 408 59.4
1983 100.0 72.0 28.0 100.0 41.0 59.0




Table 7.--Shares of Affiliated Cross-border Exports and Imports, by Type of Affiliation, that are of Goods and of Services, 1982-93

{Percent}
Exponis Imports
To foreign affiliates To foreign From foreign affiliates From foreign
Year Total Total parent group Totat Total parent group
Goads | Services Goods | Services Goods | Services Goods | Services
1982 160.0 85.0 15.0 100.0 04.3 57 100.0 91,4 5.6 100.0 973 27
1983 100.0 B5.2 14.8 100.0 83.0 7.0 100.0 g5.2 4.8 100.0 97.1 29
1984 100.0 864 13.6 100.0 014 6.6 100.0 96.0 4.0 100.4 97.2 28
1985 100.0 88.7 133 100.0 923 7.7 100.0 95.7 43 100.0 97.7 23
1986 100.0 841 159 100.0 B8.0 12.0 100.0 a5.6 44 100.0 97.6 2.4
1987 100.0 833 16.7 100.0 86.2 13.8 100.0 949 5.1 100.0 95.9 3.1
1988 100.0 83.2 16.8 100.0 89.7 10.3 100.0 g95.1 4.9 100.0 96.8 3.2
1989 100.0 &61.9 18.1 100.0 0.7 53 100.0 93.9 6.1 100.0 96.5 3.5
19890 100.0 80.1 19.9 100.0 89.4 10.8 100.0 93.5 8.5 100.0 96.0 4.0
1991 100.0 80.5 19.5 100.0 89.1 10.¢ 100.0 93.9 6.1 100.0 94 .8 5.2
19492 100.0 80,7 18.3 100.0 a7.6 12.4 100.0 04.4 58 1040.0 94.8 5.2
1993 100.0 80.2 19.8 100.Q §7.8 12.2 100.0 94.6 5.4 100.0 94.8 52




Table 8.--Gross Ownership-Based Recording of Cross-Border Trade and Affiliate Activities (Julius Approach), 1982-93

{Bliltiens of dollars)

_ i 1082 1983
iine] T T i ’
1 Saler by L1.5. persony to foreigners {lines 2 -3 4 T e e e 1,337.8 13028 13498
2| U.S. cross-barder exports of goods and SEIVICES ... s e 2752 2661 2911
3| Less: Directinvestmentrelated exports........ 1268 1217 135.3
4| Toforelgn affiliates of U.S. companias .. 65.0 66.1 753
5| By U.S. affiliates of foreign carrlpanlu 617 856 60.1
6 Adjustment ta remove duplication of mrporls by U 5 ulﬁl um tn thmr rarengn
alfiliatea (nctuded in oth lines 4 and 5}... na. na n.a.
7| Plus: Local sales to U.5. afffiates of foreign companies
ar by Tareign affillates of U.S, COMPANIRE . .........ovisirsrimsre e s 1,189.3 1,158.3 11940
a U5 -affillats purchases from. and prefits aceruing to, U.S. persens ... 4351 4505 483.0
9 Total eales by U.S._ affilates of forelgn companies................c.cooemsrssrce e | 5181 536.6 593.6
10 Less. .5, impons to U 5. affiliales .. . . 857 B34 102.5
Ll Plus: Adjustmeni to add back rmports ln U S aﬂ‘lmtcs from thenr I'oreign afnllata! n.a. n.a. na.
12 Less: Sales to olher LS. affilistés . o - na, Tn.a. na.
13 Less' Nel paymant of profits to I‘oreign parents !rurn aaiu by U S afmlates 12 in 3]
14 Sales by fofelgn affikates of U5, companies to unaffiliated foreignen... TeR2  TO7B 711.0
15 Sales by foreigners to U.5. persons (lines 16 - 37 + 2 13426 13307 1435
18] 1.5, zross-border imports of goads and ERMVICES...............cromr s s, 2994 3239 4002
17| Less: Olrectdnvestimantrelated US. imports....c e 1399 1386 1677
18|  From forelgn affiliates of U.S. comparies .. 542 555 65,2
15 To U.S. afilates of fareign companies... B3.7 831 1025
20  Adjustmanl fo remeva duplication of impc-rls lo U 5 ul‘r liates from th!ll’ foreugn
affiliates (includad in both inas 18 and 19} . n.a n.a na
21 Blus: Local sajes by U5, affiliates of foreign companies
or to Foreign affiliates of U.S. COMPANIEE...........coorrotommmmmmm s s anssseressnransnans 11832 11544 12060
22 U.5 -affliate sales to unaffiliatad U 5. persons. ....... 4563 48114 5335
13 Fareign-pfitisle purchases rom, and profits accruing to faralgners 7268 67313 8726
24 Total saies by foreign affiliates of U.S. companies... - 9358 nBee3 B985
5 Less: U.S. exports Yo farcign afMliates et vt et e 850 86,1 753
26 Plus: Adjustment to add back exports by U S afmlates 1o thair formign affiliates na. na. na
27 Less: Sales to othef foreign affiliates... . 123.4 1220 122.4
28 Less MNet receipts of profits by U8, parents rrom nles hy k:reign aﬂ" llales 205 23185 284
23iNet zales by U8 persons tu foreigners (lines 1 15) 48 k&8 ag 7
Addenda:
30[Net U S craas-bardar axporte (ines 2 - 1B).. .o e -24 2 Sva -10% .4
11| Standaid balance on goods, services, direcl invesimant inCame ..o e : 22 350 BE5
na nol availabke - o -
NOIE -Inthis fable lorsigners” are detined flom ar awnership based perspective thus 1T ercompasses
)5 afibaies of lreign compamas hut dees. iel ancompass foregn afitates of U S companips
Sakes & weignated a8 "local” based on whathar {hey occur ki lhe Liniten States ar e nar courtnes combingd

Thuie “lee Jes to fore griers by a foreign affuale of a U S company fon axampla il Lales te all faregn fnesn U

1,364.8
2881

1376
9.1
568.6

na.

1.213.4
5119
6330
1153

n.a.
n.a,
59
7013

1.464.0
4310

1B5.9
708
115.3

na

1,2289
5744
664 5
8355

791
n.a,

1233

285

a9 2

1218
485

1984 1085

fgas 1687 jo8A 1989 1990 _ 1991
14387 16121 18892 21478 24534 25395
009 3487 434 4895 5371 5812
1352 1409 1804 2100 2227 275
828 22 H05 1223 1288 1388
52.5 525 758 943 1047 1074
n.a. 38 B4 £6 7.8 8.4
1,264.0c 14043 16379 18681 21390 21957
5381 5922 7200 BT84 ©B7.2 1007.8
672.0 7446 B864 10566 11759 11859
1281 1470 1594 1766 1897 1880
n.a. 1.7 32 43 44 49
na n.a. na na. n.a. na
58 7.2 10.2 5.0 43 =30
7259 8121 9179 9897 11518 1,1880
15535 17327 19644 21699 24794 2514.0
4494 5014 5467 5809 8171 6306
1860 2244 2471 2745 2920 2833
&B.0 792 909 1022 1077 1082
12864 1470 1594 {7BE 1887 1860
na 4.7 32 43 -4.4 449
13001 14557 16648 18835 21543 21827
6195 6921 B108 9624 1,0742 10708
cBD& 7696 B540 9211 10801 1,138
9789 10528 1,1847 12849 14934 15416
g6 @22 1108 1223 1288 1388
na is 64 66 7.8 B 4
1351 1615 1858 1930 2339 2454
306 /1 503 55.1 58.4 519
4448 X6 TR 423 260 755
1396 -1527 -1153 914 .A00  -294
1146 -1205 749 425 241 262

_ 1882 _

26079
8190

2522
147.4
1148

-10.0

22411
1,045 4
12320
1920
6.1

n.a
ov
11857

25984
636.4

2097
1139
1920

B1

22397
11172
11225
15741
147 4
10.0
7645
497

95

-395
121

1983
26678
644 5

262.4
156.4
1170

-11.0

22858
10975
1,302 1
206.6
71
n.a.
53
1,188.1

2686 4
7194

274
1281
2066

72

22944
1,1851
1,109 13
1,573 9
156 4
19
2577
616

-1886

-7d48
-18.%



