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Extra Bonus Assignment

Assess the importance of MNCs to the American economy and labor based on the article titles

“Activities of U.S. Affiliates of Foreign multinational Enterprises in 2014 by Sarah Stulzman

Needed only a long paragraph (500 words)
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Activities of U.S. Affiliates of Foreig
Multinational Enterprises in 2014

By Sarah Stutzman

THE BUREAU OF Economic Analysis (BEA) has
released preliminary 2014 statistics on the activi-
ties of U.S. affiliates of foreign multinational enter-

prises (MNEs). These statistics are based on the results
of the 2014 Annual Survey of Foreign Direct Invest-
ment in the United States (“inward” direct invest-
ment). BEA has also released revised statistics for 2013
that supersede preliminary statistics published in No-
vember 2015. These statistics cover the finances and
operations of U.S. affiliates of foreign MNEs—includ-
ing balance sheet and income statement details,
employment and employee compensation, capital ex-
penditures, trade in goods, and expenditures for re-
search and development. BEA also produces statistics
that cover the domestic and foreign activities of U.S.
MNEs, that is, enterprises involved in “outward” direct
investment. Jointly, these statistics and the statistics on
the activities of U.S. affiliates are referred to as sta-
tistics on the activities of multinational enterprises
(AMNEs).!
AMNE statistics on U.S. affiliates are available for
two categories: all U.S. affiliates, which are at least 10
percent owned by their foreign parents, and majority-
owned U.S. affiliates, which are more than 50 percent
owned by their foreign parents. Most U.S. affiliates are
majority owned; these affiliates accounted for 95.8 per-
cent of the employment and for 90.8 percent of total
assets of all U.S. affiliates in 2014. Data are available in
greater detail for ma)onty-owned U.S. affiliates be-
cause some data items in the annual survey are col-
lected only for these affiliates.
Highlights of the operations of majority-owned U.S.
affiliates in 2014 include the following:
o The current-dollar value added of U.S. affiliates was
$869.1 billion, a 3.2 percent increase from 2013.

o U.S. affiliates employed 6.4 million workers, a 3;1

percent increase from 2013.
e Exports of goods by U.S. affiliates totaled $425.2

lion, a 7.5 percent increase from 2013, mﬂ I
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2 U.S. Affiliates of Foreign Multinational Enterprises

Value Added

Current-dollar value added of U.S. affiliates, a measure
of their direct contribution to U.S. gross domestic
product, grew to $869.1 billion in 2014 (table 1), a 3.2
percent increase from 2013.4 The 2014 growth rate was
lower than the growth rates of the previous 4 years. In
2014, U.S. affiliates accounted for 6.4 percent of total
U.S. private industry value added.

By country of ownership

Affiliates with UBOs in the seven largest investing
countries—the United Kingdom, Japan, Canada, Ger-
many, Switzerland, France, and the Netherlands—ac-
counted for 71.9 percent of U.S. affiliate value added.
The largest share—17.2 percent—was accounted for
by British-owned affiliates, followed by Japanese-
owned affiliates (13.9 percent) and German-owned af-
filiates (11.4 percent).
British-owned affiliates in manufacturing ac-
counted for the largest share of total British-owned
value added. Within British-owned affiliate manufac-

4. The estimates of value added for U.S. affiliates were prepared by sum-
ming affiliate cost and profits data. The estimates are measures of gross
value added rather than measures of net value added because they are cal-

culated without deducting the consumption of fixed capital used in pro-
duction.

Table 1. Value Added and Employment of Majority-Owned U.S. Aﬂ‘lliates fel
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in finance and insurance.

Value added by Japanese-owned affiliates was largest
in manufacturing and wholesale trade. Within Japa-
nese-owned affiliate manufacturing, the largest share
was in transportation equipment. For German-owned
affiliates, manufacturing accounted for half of total
value added, primarily in transportation, chemicals,
and machinery.

Value added by British-owned affiliates rose $8.8
billion, or 6.3 percent, in 2014, reflecting increases in
finance and insurance and in chemicals. Value added
by Irish-owned affiliates increased $6.6 billion. This
increase arose from corporate restructurings, which
led to changes in the country of UBO for existing affil-
iates, and therefore did not affect total U.S. affiliate
value added. Value added by Japanese-owned affiliates
increased $4.9 billion. Value added by Canadian-
owned affiliates decreased $10.8 billion, or 13.7 per-
cent, mostly in insurance.

By industry of affiliate

In 2014, affiliates in manufacturing accounted for 45.2
percent of affiliate value added. Affiliates in wholesale
trade accounted for 11.0 percent, and affiliates in fi-
nance and insurance accounted for 10.4 percent.’
Within manufacturing, chemicals, which includes
pharmaceuticals, accounted for the largest share (10.4
percent), followed by transportation equipment (8.1
percent) and machinery (3.9 percent).

The increase in value added by industry of affiliate
was widespread across industries. Value added in man-
ufacturing increased $18.6 billion, or 5.0 percent.
Within manufacturing, transportation equipment in-
creased $7.6 billion, or 12.0 percent, chemicals in-
creased $4.6 billion, or 5.3 percent, and machinery
increased $2.7 billion, or 8.6 percent. Increases in value
added were particularly large for German-owned, Ital-
ian-owned, and Japanese-owned automobile affiliates

as well as for Swiss-owned and British-owned pharma-
ceutical affiliates.
Value added decreased in the finance and insurance

and the information sectors. Value added by affiliates
in finance and insurance decreased 7.3 percent in 2014
after increasing 11.1 percent in 2013. The decrease in
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