The Competitive Position of U.S.
Manufacturing Firms *

Introduction

The decline in the U.S. shares of world expotts and wortld manufac-
tured goods exports since the 1950s has often been noted and commen-
ted on as a measure of the declining competitiveness of the United States.
While that interpretation is questionable for a number of reasons (see
Lipsey, 1984), we will use the term here for convenience. Our main
purpose in this paper is to distinguish between the trade of the U.S. as a
geographical location and the trade of U.S. companies, whetever their
production takes place, and to analyze the trends in these two aspects of
U.S. competitiveness and comparative advantage. While exports from
the United States had declined by 1977 to less than 15 per cent of world
expotts of manufactures, exports from all locations by U.S. multinational
firms accounted for mote than 1/5 of the world total, and exports by all
U.S. firms for more than-1/4.

Exports by American owned and managed firms thus fared well,
while exports from the territory of the U.S. did not. The implication is
that the deterioration of the U.S. position in wotld trade, at least for the
decade ending in 1977, was not due ptimarily to deficiencies in manage-
ment or declines in technological leadership, as is sometimes claimed.

The share of wotld exports originating in the territory of the U.S.
reflects U.S. competitiveness, as determined by the characteristics of

* The research repotted on Is patt of the NBER’s program in International Studies, This paper
was prepared as part of the NBER’s studies of U.S. Trade Policy, Competitiveness, and Capital
Mobility in the World Economy (NSF Grant No, PRA-8116459). Any opinions expressed are those
of the authors and do not necessarily represent those of the National Buteau of Economic Research
or the National Science Foundation. ]

1 The data on multinational firms are mainly from the 1957, 1966 and 1977 official surveys of
U.S. multinational entetprises (.S, Department of Commerce, 1960, 1975 and 1981). To match the
definitions used in these surveys, the scope of “manufactures” in this paper includes manufactured
foods and edible oils but excludes manufactured fuels.
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the U.S. domestic economy. These include U.S. monetary and fiscal
policy, through effects on exchange rates and prices, and U.S. wage and
productivity behavior.

The share of U.S. companies in world exports, on the other hand,
is an indicator of U.S. companies’ competitiveness reflecting the firms’
own characteristics, such as their managerial and technological abilities
and skills. These can be exploited by UJ.S. companies by producing in
the U.S. or in foreign countries. A policy aimed at affecting U.S.
domestic inflation or exchange rates may affect the U.S. share of
exports, while one aimed at technological advantage, such as subsidiz-
ation of R & D, might have more influence on the share of U.S. firms in
world production, wherever it is located, and the share of U.S. firms in
world expotts, wherever they are produced. This outcome would fir
with the now common belief that it is the existence of firm-specific
assets, particularly knowledge, technology, and management techni-
ques, that accounts for much of the phenomenon of direct investment.

We will refer in this papet to two characteristics of the U.S. and of
U S. firms. One is their competitiveness, a term we will use, as mentioned
above, as shorthand for shares in world exports of manufactured goods.
The other is their comparative advantage, which we will use as shorthand
for the industry or commodity distribution of their exports, relative to
those of other companies or of the U.S. and other countries.

Shares in World Exports

Several indicators of trends in the shares of the U.S. as a
geographical entity, of U.S, firms, and of U.S. multinational firms in
world expotts of manufactures are given in Table 1.2 The decline in U.5.

2 The meaning of these terms is defined by the following:

Exports of
1.8, Multinationals QOther U.5, Frens

by Parents in U.S. by Affilistes Abroad
1.5, Exports X X
U.S. Firm Exports X X X
U.S. Muitinational .

Enterprise Exports X X

Parent Exports X

Y
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shares of exports by all market economies and by developed countries,
frequently cited as evidence of falling U.S. competitiveness, was more
than 40 per cent over the twenty years from 1957 to 1977, and was large
in both halves of that period (Lines 1 and 2). The share of U.S.-owned
firms, including operations in the U.S. and overseas, also declined, but
the change was much smaller, only about half as large (Lines 3 through
6). The source of the difference between the two sets of ratios is
suggested by the figures for U.S. multinational enterprises (Lines 7
through 12), although most of them are available only for 1966 and
1977. While the share of U.S. firms in world exports declined, the share
of U.S.-owned multinational enterprises remained constant or increased
slightly. That difference between the share of multinationals and that of
all U.S. firms could have reflected both the export performance of firms
that were already multinational in 1966 and the entry of additional U.S.
firms into status as multinationals. The sources of difference cannot be
precisely distinguished, but we have some indication that the latter
element was probably not the major one.? :

For MEs we can distinguish between their exports from the U.S.
(parent exports) and their exports from foreign production locations.
The shares of parent company exports from the U.S. in world and
developed-country exports of manufactures (Lines 13 and 14) declined
between 1966 and 1977, but by much less than U.S. exports in general,
as was clear from the increase in parent companies’ share of U.S.
exports. What produced the constancy ot small gains mentioned above
in U.S. multinationals’ shares in world and developed-countty exports
wete the substantial increases in the shares of U.S.-owned overseas
affiliates in exports of countries other than the U.S., this in a petiod
when the exports of these countries were growing much faster than U.S,
exports, The shares of majority-owned affiliates in world exports rose
from about 6 per cent in 1957 to 934 per cent in 1977 (Line 16) and

3 The number of manufacturing company parents recorded in 1977 (1,841} was actually
smaller Fhan the number of reporters recorded in 1966 (1,872). The figures cannot be regarded as
conclusllve_because the definition of a reporter in 1966 was not identical to that of a parent in 1977,
and it is likely that some 1977 parents filed multiple reporter forms in 1966, exaggerating the
apparent decline in numbers of parents. However, the number of such multiple reporters within
fivms was not large enough in 1966 to negate the implication that it was the greater success of
multgnat}onal firms in increasing exports rather than a tendency for more U.S. firms to become
multhatmnal that accounted fot the rise in the multinationals’ share in exports, Furthermore,
there is other evidence for the relatively greater export growth of multinationals. U.S. industries
with high ptopottions of firms not investing abroad have tended to be those having severe
problems with import competition, And within industries, multinational firms have tended to grow
more rapidly than others. (LipsEY, KrRavis, and O’CONNOR, 1983).
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! _ TABLE 1 TABLE 1
| INDICATORS OF THE SHARFS OF THE US, US. FIRMS, (concluded)
1 AND U.S. MULTINATIONAL ENTERPRISES IN WORLD EXPORTS OF
MANUFACTURED GOODS 1957, 1966, AND 1977
B
Compatable Data Esti?sn;te Comparable Dats s E’:;te
1957 1966 15774 15778 I 1957 19 TTA 5778
i
.
£ the US. 1
Exports from the 123 " Expores by U.S. Majority-Owned Affiliates
. % of World Export 213 16.4 . .
1. % of Wor potts ‘ 45 167 16. % of World Expotts other than TS, 5.8 7.9 9.4 11.4
. % of Developed-Country Export 257 18.7 14. .
2. % of Developed-Country Eapores : 17. % of Developed-Country Expotts
S . other than U8, 7.1 8.7 10.3 123
i ﬁx ?nfsby U.S. Firms incl. Majority-Owned . : 18. % of U.S. Multinational Enterprise Exports NA 393 483 483
liates .
19. % of U.S, Firms’ Exportts 17.6 28.9 41.5 41,5
3. % of World Exports 25.8 23.0 19.9 235
4, % of Developed-Country Exports 30.9 25.8 22.4 26.2 :
° P P " Exporis by AllUS. Affiliates
20. % of Wotld Exports other than U.S. NA 9.0 111 13.4
Exports by ULS. Firms incl, Al Affiliates ; . | jc
21, % of Developed-Country Exports :
5. % of World Exports : NAL 239 213 | 252 other than U, T NA 99 119 | 142 ‘
6. % of Developed-Country Exports NA 268 238 } 278 - 22, % of U.S. Multinational Fnterprise Exports | NA 424 524 | 524 §
23, % of US. Firms’ Exports ' NA 313 45.5 435
Exports by U.S. Multinational Enterprises tncl. !
Majority-Owned Affiliates ‘
7. % of World Exports NA 16.9 17.0 202 All Data are from Table A-1 |
Line: 1: Line 3 < Line 1
8. % of Developed-Country Exports NA . 188 19.1 22.4 5 Line % + Line 2 il
N . 0.91 6 5.1 65 3: Line 18 + Line 1 Il
9, % of Developing-Country Exports 9 3. . . + Lioe 15 + Line 2 i
5: Line 20 + Line 1 I
6 Line 21 + Line 2 i
Exparis by U.S. Multinational Enterprises, incl. 7: Line 14 + Line 1 i
All Affliliates 8 Line 15 + Line 2 I
9 Line 10 + Linc 4 il
10, % of World Exports NA 178 185 219 o L %+ L:E: ) |
. 11; Line 17 + Line 2
11. % of Developed-Country Exports NA i9.8 205 24.0 e 121 (Line 10 gk Linp 13) + Line 4
12, % of Developing-Country Exports NA 42 7.0 8.9 13: Line 7 + Line 1
14; Line 7 =+ Line 2
15; Line 7 + Line 3
o ) 16: Line 8 + (Line 1 minus Line 3
Exporis by U.S. Multinationals (Parents) o Li:: g+ ﬁl.::: 3 Zf::: LIL:Z 3;
from the U8, _ 18: Line 8 + Line 14
0 NA 10.3 89 104 19; Line & + Line 18
13, % of World EXpOI'tS . 20: (Line 8 plus Line 11) -+ {Line 1 minus Line 3}
14, % of Developed-Country Exports NA 117 10.4 12.1 21: (Line 9 plus Line 12) + (Line 2 minus Line 3)
22; (Line 8 plus Line 1I) + (Line 16)
15. % of U.S, Exports NA 62.7 71.6 725 23: (Lige 8 plus Line 11) + (Line 20)
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increased in both developed- (Lines 17 and 21) and developing- (Lines 9
and 12) countries’ exports. The latter gain was particularly large, from
less than 1 per cent in 1957 to ovet 3 per cent in 1977. If we inchude our
rough estimates for exports by tinority-owned affiliates, which must also
have reflected to some degree the firm-specific advantages of the U.S.
multinationals, the increases were even larger between 1966 and 1977
Another way of putting this development is that there was a large
shift in the geographical' origins of exports by U.S. firms. For uUsS.
companies in general, the share of exports supplied by the overseas
affiliates of multinationals increased from 17V4 percent in 1937 to over
40 per cent (over 45 pér cent including minority-owned affiliates) in
1977 (Lines 19 and 23). For the MEs, the share of their exports supplied
from majority-owned affiliates outside the U.S. rose from less than 40
per cent in 1966 to almost half in 1977 and the share from all affiliates
reached over half (Lines 18 and 22). Thus U.S. firms overcame some of
the relative decline in the competitiveness of the U.S. as a production
location by shifting to other countries the sites from which they
exploited their firm-specific competitive advantages. Exports of US.
firms other than multinationals dropped from 6.1 per cent of world
exports in 1966 to 3.5 per cent in 1977 (Line 2 minus Line 1). '

The Competitiveness and Comparative Advantages of US. Muli-
nationals

The competitiveness of U.S.-owned multinational firms might be
best represented by their shares in worldwide production and their
comparative advantage by the distribution of their production among
various industries, as compared with production by others. However,
since production data are not readily available on a comprehensive
basis, we have relied on information about shares in worldwide exports
and exports of individual industry groups.

In assessing the role of U.S. multinationals, we examine separately
their exports from the U.S. compared with those of non-multinational
U.S. firms, their exports from other countries compared with those of
non-U.S. firms, and their worldwide exports compared with those of
other U.S. and foreign: firms. The first comparison, between U.S.
exports of multinational (parent) and non-multinational firms, reflects
the effects of multinationality. Wotldwide production and distribution
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facilities may lead to an increase in the firm’s share of foreign markets
part of which may come through exports from the United States of
components or smaller-volume elements of a line of products. On the
other hand, the multinational firm, even if it has a comparative
advantage in an industry, may substitute expotts by subsidiarics in other
countries for exports by the parent from the 1.S, These choices depend
on location-specific rather than firm-specific advantages.

The second comparison, between exports of affiliates and those of
non-U.S. firms from foreign countries, should reflect the advantages of
the U.S. base for a company: the factors that make U.S. firms
competitive with foreign firms producing in the same location. This
comparison should reflect firm-specific competitiveness because
location-specific influences have been eliminated except for interactions
between firm-specific and location-specific factors.

The third comparison is between exports by U.S. multinational
firms from all locations and all other exports including those of
non-multinational firms from the U.S. and of non-US. firms from
foreign countries. This should give the best measure of U.S. firms’
comparative advantage, because it eliminates from the compatison the
effects not only of location-specific advantages themselves but also of
any interactions between firm-specific and location-specific advantages.

In making these three sets of comparisons we rely on data on the
exports of U.S. multinationals by country of origin from official sutveys
and on U.S. export data for the U.S. and host countries which we have
teclassified to make feasonably comparable with the multinational
export data. The latter are available by country only for seven broad
manufacturing groups. We can, therefore, identify the comparative
advantage of U.S. multinafionals from expott data only at this level and
not, as would be desirable, for a more detailed classification.

Exporis from the U.S, by U.S. Multinationals and by Other U.S. Firms

The exports of non-multinational U.S. firms should reflect the
competitiveness and the comparative advantages of the US. as a
production location. Exports from the U.S. by U.S. multinationals
(parent exports) reflect the combination of the influence of the U.S.
production location and of the multinational nature of these firms. The
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distributions of exports by the two types of firms are compare(fl in Table
2 in two ways, One is based on exports classified by commodity group,
the preferable way, since it is the basis fot classifying aggregate U.S.
exports and should, therefore, give better estimates for exports by
non-multinational firms, The second is by industry group of parent
firm; this is the only comparison that can be made for 1966 as well as
1977, and for this purpose we also calculate aggregate exports in such a
way that figures for the two years are comparable.

TABLE 2

TRY DISTRIBUTION OF EXPORTS FROM THE U.S., BY U.S, MULTINATIONAL
INDLS COMPANIES AND OTHER U.S. FIRMS 1966 AND 1977

Tramsport  Other

Exgsrts erm;_l Foods Chemicalss  Metals  Machinery Equipment  Mig.

1977, Based on Data Classified by Commodity Group -

Multinational Companies 100.0 53 112 60 344 287 145
Other Firms 100,0 B4 166 58 272 13.6 284
Multinational Expotts as %

ngJl U.s. Exp%rts 72.2 62.1 63.6 72.8 76.6 84.6 57.0

1977, Based ot: Data Classified by Industry Group of Parent

Multinational Companies 100.0 3.8 136 6.0 29.8 321 147

QOther Firms 100.0 15.5 9.3 55 375 5.5 269
Multinational Exports as %
of AHU.S. Exports 705  37.0 718 72.5 63.6 93.4 56.8

1966, Based on Data Classified by Industry Group of Parent

Multinational Companies 100.0 47 145 9.1 29.6 27.1° 130

Other Firms 100.0 15.8 11.8 7.3 325 8.7 239
ltinational Expotts as %
Mgfﬁlﬁ[?.S?Exp%rts ’ 65.8 36,6 70.2 70.7 636 83.6 54.7

e

Source: Appendix Table A-3.

Tt is clear from the commodity-group classification that the large_st
differences between multinational and other U.S. firms in 1977 wete 1
the shates in transport equipment and “other manufacturir.lg” €XpOLtS.
Despite the fact that motor vehicle companies (but not aircraft com-

]
|
!
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panies) were in one of the most multinational of U.S. industries, in the
sense of having the highest share of its activity overseas, multinationals
accounted for almost 85 per cent of exports of transport equipment
from the U.S., about 2/3 of which was by motor vehicle and parts
manufacturers, This is an industry in which multinationals appear to
have had an advantage relative to other firms in exporting from the U.S.
Almost all of the exports of motor vehicle companies were of parts and
components to their own overseas affiliates, while aircraft exports were
almost entirely to unaffiliated foreigners (Kulchycky and Lipsey, 1984,
Table 2). The other case of a large advantage for multinationals is
machinery, also an industry in which a large part of companies’ activity
tended to be overseas.

On the other side, in foods, chemicals, and other manufacturing,
especially the last, either multinationals did not have any advantage over
other U.S. firms in exporting from the U.S., or any such advantages
were out-weighed by the advantages of other locations from which they
could export.

‘To observe changes in comparative advantage between 1966 and
1977, we can use only the data by industry group.* Between 1966 and
1977 there was a general increase in the competitiveness of U.S.
multinationals relative to other U.S. firms, as shown by the increase in
their share of U.S. exports. This increase took place in every industry
group, but it was substantial only in chemicals and transport equipment.
As can be séen from the industry distribution of exports, there was an
apparent decline in U.S. comparative advantage in foods, chemicals,
and particularly metals, shared by both multinationals and other firms,
There was a gain in the comparative advantage of multinational firms
relative to non-multinational firms, in transport equipment and a shift
toward machinery on the part of non-multinational firms,

* These suffer from a defect that makes them more suitable for observing changes over time
than for comparing the relative advantages of the two groups of U.S. fitms, The classification of
?arent exports by parent industry places a substantial amount of exports under the wrong category

of compatison with aggregate U.S, export data. A notable example is that over 20 per cent of
exports by the transportation equipment industry are machinery, and over a quarter of machinety

. €Xpotts are made by parent companies in other industries,
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Exports by U.S. Firms’ Foreign Affiliates and their Host Countries

Further evidence on the competitiveness and comparative advanta-
ges of U.S. multinationals is given by the comparison between exports
by their affiliates and exports by other fitms in the same areas. The
Jistribution of exports from an area by both U.S. and other firms
reflects the comparative advantages of that area. The differences in
distribution between U S, affiliates and other firms reflect the compata-
tive advantages of the U.S. firms relative to others in that area, Finally,
the shares of U.S. firms in exports can be thought of as reflecting both
the comparative advantages of U.S. firms and their competitiveness
relative to other firms, For example, U.S. firms might account for a
large part of exports of food products from an area or country because
of the superior marketing abilities of U.S. companies in general, but the’
share of food products in U.S. firms’ exports from that area might be
low relative to that of local firms because U.S. firms have no compara-
tive advantage in that industry.

These calculations have been performed separately for several
areas because U.S. affiliates’ relative competitiveness and comparative
advantage may differ among countties. The areas are Canada, devel-
oped countries other than Canada, developing countties, and two
groups of developing countries that make up much of the set of
countries often referred to as NICs, or newly industrializing countries,
The data for majority-owned and minority-owned (where available)
U.S. affiliates are summarized in Table 3.

Aside from Canada, where the ratios tend to be distorted by the Ca-
nadian-U.S. Auto Agreement,$ several results are common to most areas.
1.S. multinationals tend to have a comparative advantage in the machine-
ry industry, Tt is particularly large in developing areas, where it applies to
both clectrical and non-electrical machinery, but exists in developed
countries also for the latter, U.S. firms also appear to have comparative
advantages relative to Jocal firms in chemicals and transport equipment in
the developed countries and the developing countries as a group, but not
for transport equipment in the Asian NIC’s, wherte the other exporters
probably include many affiliates of Japanese auto companies.

At the other side of the scale, U.S. ME’s did not seem to have any
comparative advantage over local and other foreign firms in the

5 The agreement encourages twa-way trade between auto parents and their affiliates, to a far
larger extent than in other industries or countries. A calculation using net exports for these
companies, as an approximation to net xports for these products, might give a more accurate
picture of U.S. fitms’ comparative adventage.
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manufactured foods and metals industries. That is not to say that no
1J.S. firms had such advantages over local firms, since their presence in
these countries implies the presence of some firm-specific advantages.
However, comparative advantages in foods and metals industries do not
seemn to be characteristic of U.S. multinationals as a group.

The competitiveness of U.S. multinationals as a group is suggested
by their shares in total manufactured exports. The shares grew in both
developed and developing countties, but the most noteworthy increases
were in the latter. The U.S. firms’ shares almost doubled despite the fact
that these countries’ exports were increasing rapidly relative to those of
other countries. The data thus suggest that the U.S. affiliates probably
played an important role in these export expansions.

One of the major changes in comparative advantage that took place
between 1966 and 1977 was the shift toward machinery industries in
developing country exports. Both U.S, and non-U.S. firms moved
strongly in this direction, but the change was larger for the U.S. firms
even in percentage terms, despite their much higher initial levels. Tn
developed countries, on the other hand, the U.S. firms’ comparative ad-
vantage in this industry declined while that of foreign firms rose, remain-
ing, however, well below the U.S. fitms’ level. In transport equipment
U.S. multinationals retained some advantage over others in both group;
of countries, but there was some catching up by foreign firms within
developed countries. Qutside of machinery and transport equipment we
find mostly declines in the comparative advantage of U.S. affiliates in
developing countries, and mixed results in developed countries.

There is no evidence of any tendency for U.S, affiliates to gravitate
towa}rd the distribution of domestic firm exports over time as far as we
can judge, given the number of missing observations for 1966. The 1977
affiliate export pattern was more similar to that of 1966 than to the
domestic firm product distribution in either 1966 or 1977. The product
composition of affiliate exports also was less like that of the domestic
{irms in 1977 than in 1966.

~ & The coefficients of correlation between sets of export shares were rypean = 38, tymvcep
= 43, romn = 25, and regueen = 66, where M = an industry’s share in exports by
majortity-owned 118, affiliates and D the same share for non-U.8. and U3, minority-owned firms
and 77 and ()ﬁ refer to 1977 and 1966, The full data set would have consisted of 5 product shares in
exiolrtsd(the other” category was excluded) for each of 29 countries of which 16 were developed
?cr’l th3 eveloping. The number of available paits of comparable shares was around 75 due mainly
ornis? supptession of data by the original source owing to disclosure rules. The most serious
pmis f] olés aéf some 1966 data for the metals, machinery, and transportation equipment industries
o, o?f Ueg s?f%l]?ft :t::;si V?tr;dl :EJ]S affiliate exports from Jal:;lanfin the all-area totals. A very large
.3, apan was in - i i
not collected in the Commerce Degaltm:ntlgulrve;;my ovmed fffftes, for which tade dota were
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Exports from all Locations by U.S. Multinationals

Another way to view the comparative advantage of U.S. multina-
tional firms, escaping the effects of their choices of location, is to look at
their exports from all locations, including those from the parents in the
U.S. and those from their affiliates overseas. The distribution of these
expotts, by industry, in 1966 and 1977 was as follows:

1.8, Multinational Firm Exports:
ey & e o Expord”

1966 1977 1977
All Mfg, Industries 100.0 100.0 100.0
Foods 5.7 4.6 5.3
Chemicals 13.1 14.0 12.9
Metals 7.4 6.8 6.8
MaChinery 288 285 30.7
Non-Elect. NA 17.5 NA
Elect. | NA 110 NA
Transport Equip, 289 304 28.8
All other 16.1 15.7 155

Source: Appendix Tables A-3 and A-6.

Over this eleven-year period there was remarkably little change in
the industry distribution of exports: slight declines in foods and metals
and small increases in chemicals and transport equipment. These
changes were much smaller than those for parents alone (Table 2) or for
affiliates alone (Table 3). The implication is that the comparative
advantages of U.S. multinationals remained virtually constant; the shifts
we obsetved for parents in the U.S. and for their affiliates abroad must

The Competitive Position of U.5. Manufacturing Firms 141

have represented changes in the comparative advantages of production
locations.

We can also compare the comparative advantage of U.S. multina-
tional companies, as represented by their worldwide operations, with
those of other U.S. companies and those of foreign companies, de-
scribed in the earlier tables.

Relative to non-multinational U.S. firms and to foreign firms,
U.S.-based multinationals appear to have had a comparative advantage
in transpott equipment and in machinery in 1977 (“‘best estimates” in
Table 4). Non-multinational U.S. fitms had a relative advantage in
chemicals, non-US. firms in developed countries in metals, and
non-U.S. firms in developing countries in foods and in other manu-
facturing.

Between 1966 and 1977, the comparative advantage of U.S.
multinationals remained very stable, as mentioned earlier, while that of
other U.S. firms shified toward machinery and other manufacturing and
away from chemicals and transport equipment. Foreign firms shifted
toward the comparative advantage of U.S. multinationals, particularly
foreign firms in developing countries. In all the cases but one in which
the share of their exports in an industry was substantially above that of
the U.S. multinationals in 1977, they had decreased that share in the
previous eleven years and in the cases in which their share was below
that of U.S. multinationals, they had increased it. The exception was
“other manufacturing” which is a mixture containing a wide range of
industry types.

Shifts in the Geographical Origin of Exports by U.S. Multinationals

Since the comparative advantage of U.S. multinationals remained
virtually constant between 1966 and 1977 while those of the parent
firms in the U.S. and of their overscas affiliates each changed, there
must have been shifts in the advantages of production in different
geographical locations. Such changes are reflected in the following data
on changes in the sources of exports by U.S. multinational firms:
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Exports from the U8, by U.S. Multinational Firms
as % of their Exports from all Locations, by ludustry -+
Expotts Classified by Lxpotts Classified by [l
Industry of Parent Product g s — iy ~ oy [ oy " o T
W £ 8% SR g 9 "R nNE § %
1966 1977 1966 1977 3
i
Q . g
’ i 8.8 w1 ™~ ™~ —
All Mfg. Industries 58.7 47.6 81 479 %., g EE S'\',? = 8 § n § 5 % g ‘é >
N Foods 438 39.5 81 4.8 1' 2 a
<
Chemicals 64.8 46.1 71 417 2 é : o« -
[®] i - o N N
Metals 72.0 41.8 38 41,9 % =
]
Machinery 60.2 49.7 .83 33.6 m 2 |
! o0 ERE % e 0 QS S o
Non-Elect. NA 49.7 NA NA m™ ||~ s = = -
- g
Elect. NA 196 NA NA r.% E 8 g !
o e A - !
Transport Equip. 55.1 50.4 91 479 52 E § % ;\1: % . E 2 E g " F-;l Ié ‘3 =N o i
A g j
All other 548 448 82 447 0 g S |
: é = 5 i
g <t ey o0 g I o a o — 0o, w < [
o £ N - IR - T A WL S ACHANE i
SR | |
: L Z !
There was a substantial shift away from the United States in the gg 2 3 '
) . ; . - oy = |
sources of U.S. ME’s exports, The shift was largest for metals and next S g 283 SR G R I8 9 @z |
for chemicals, and least for transport equipment. From these data we A g o & E
might infer that the sharpest decline in comparative advantage for the T gé § |
U.S. as a geographical fentity was in metals, not too surprising given Fhe : wg § - 20 3 ; 23 g g .
problems of both the iron and steel and nonferrous metals industries. 2% :
The lack of change in transportation equipment is more surprising, but Cz '§ Ii
it probably reflects the retention of U.S. comparative advanta}ge in the 25 39 g2 g 8 22 g ¢ 22 g g % i
aircraft industry and the very large trade in motor vehicles and %g S ER T 2= 2 3 | ys i
components with Canada. Also, some of the changes that have attracted g g E i
public attention may have accelerated after 1977, o) - & g -8 u 2 § %‘ |
The changes in the sources of exports are all measured in "~ %E g g g g R 273 |
percentage terms, They do not involve actual decreases in the value E g"g g gg & g8z Eﬁ |
of exports from the U.S., but rather slower increases in the U.S. than in g 9 E‘U E . 8BS E m~§ ) % &
foreign countries. The slower growth in exports {rom the U.S. may or - g é F"?g i Ei E ,;_;g i %g E Eg E B3 :
may not have been the result of the more rapid increases abroad. In A g SR £ 5 % -y ‘g 4 % G B, B3 ]
. . ot E " 8,85 98 BR80T 8L T8 i
assessing this possibility it should be borne in mind that multinational R é 58 : % < g SE  S4FEgs g ;%?;
firms increased exports from the U.S. more than did the non-multi- E ok 88 E 55388 3 E P hg u3 g@ g
nationals, 188738 258738 258Y% 48 il
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Conclusions

The main condlusions of this paper reflect the importance of -

distinguishing between the competitiveness and comparativr? ad-
vantages of U.S. firms and those of the U.S. and other countries as
geographical locations for production. The competitiveness of US.
firms, as measured by their share in world exports of manufactured
goods, decreased much less than did that of the U.S. as a geograph%cal
entity. The share of U.S. multinationals in world exports, including
exports by all their foreign affiliates, actually increased. The reasons for
the difference are that U.S. multinationals increased their exports from
the U.S. faster than did firms with no overseas operations and increased
exports from their foreign affiliates still more.

Relative to non-multinational U.S. firms and to foreign firms, the
comparative advantage of U.S. multinationals was in transport equiI_J—
ment and machinery. That of non-multinational U.S. firms was in
chemicals, that of foreign firms in developed countries was in metals,
and that of foreign firms in developing countries was in foods and other
manufacturing. While there were some considerable shifts in the
comparative advantages of foreign firms and of U.S. firms without
overseas manufacturing operations, the comparative advantage of U.S.
multinational firms hardly changed at all between 1966 and 1977. Thus,
the changes in the comparative advantage of their U.S. operations,
mainly decteases in foods and metals and increases in tramsport
equipment, reflected the redistribution of the location of their p.roduc—
tion for export. The largest shift away from the U.S. as a Iocat10f1 for
export production was in the metals industry, followed by chemicals,
and the smallest was in transport equipment.

The comparative advantage of foreign firms, as represented by the
industry distribution of their world-wide exports, converged towz_ard
that of U.S. multinationals. That was particularly the case for foreign
firms in developing countries, shifting away from exports of food and
chemical products and towards machinery. .

The implication is that the decline in U.S. shares in W_orld
manufactures exports in the late 1960s and 1970s was not, as sometimes
alleged, to be found in deficiencies in American management or
declines in American technological leadership. The share of exports
produced under U.S, management — that is, by U.S. multinational
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tirms operating at home and abroad — actually increased. The decline
in the U.S. share, it may inferred, reflects a relative diminution in the
advantage of the U.S. as a production location.

New York, N.Y. and Philadelphia, Pa.

RoBERT E. LipsEY - TrviNGg B. KRravis
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: | TARLE A-1 Line 1 : 19778: Lipsey and Kravis {1982), T'able B-1.
1966 and 1977A: United Nations {19803, (April 1972), and (July 1572),

ESTI TES OF WORLD ( T BCONOMY) 1957: Line 2 plus Line 4.
EXPORTS OF MANUFACTURES 1957, 1966, and 1977 Line 2+ 1966 ad 19774 abd B: Same as Line 1
. s 1957: data for QEEC members, QEEC (1938), Tables 3 and 4,
(Unit: § billion) Data for U.S., SITC 0, 1, and 4-8 from OEEC ; i i
, 1, and 4- (1959}, Table 2, p. 23, . i i
8958%,;"(1%{ sl'gctgm lé(I)%S d 4 OErEgl(lgjﬂ), }, Table 2, . 23, with comrection of S$ITC 5 from United Naticns

. ata for Canada for SITC 0, 1, and 4-8 from United Nations (1958} and for SITC 041-045 from OEE:

1957 1966 1977A 19778 for Japan fiom United Nations (1938). Data for Australia, New Zealand, ;"Ad South Afriﬁ, SnI)'II{lC 0, ]Caihi‘;?g. E:::
Hgg:;:l Nations (1963) and for SITC 4 for Australia and 041-045 for Australia and South Africa {ratn f}nited N.ati:ms

Exports, by Geographical Area® . Line 3 : 1966 and 1977A and B: Samc as Line 1,
f 1957: See soutce for Line 2,

iy
-
B
H

¥

1. World (Market Econoimies) 63.9 1324 7261 614.3 Line 4 : 1966 and 1977A and B: Same as Linc 1,

i . . 617. 29.2 : 1957: Data for SITC 0, 1, and 5-8 from United Nationa {1963}, mi gh esti ing-
2. Developed countries 53.0 115.8 17.9 5 i of SITC O41-045, tram import datari'ﬁmunir;tj Naﬁéﬂl (51&)53;, L;l %‘{;;mugh estimate of developing-country exports
3. US. 13.6 217 894 88.3 1
|
|

Line 5 : 1977: Simple average of Fgures for 1974 (§ 1.7 billion), from U8, Deparu T
. , .S, Deparment of Comm: 1976}, T -
%Jslumné 3 and 6, and for 1580 (§ 8.3 billion), f1qm U.S, Department of Commerce (1983), Tabelzcé-(lz,TCg;l. Sl'nlc i
i ;’;:bcl;éfm Alsgs};:-i:;l dtc{;)i% 0 on the assumption that the rate of growth in the years before 1974 was not far short of

i 4. Developing countries 10.9 166 1082 85.1

Exporis, by Owﬂem}gfp ’ Line 6 : Line3 minusLine3.
. o Line 7 : Table A2, Line 10.
5. Foreign-owned companies in U.S. 0 o 5.0 e 8100 L )
- ine 8-10: Lipsey and Kravis (1982}, Table B-1.
6, AllU.S.-owned companies in U.S. 136 - 217 844 ) e
Lire 11 : Line 12 plus Line 13. ’
U8, Multinational enterpriscs ' Line 12 : Estimated from sales of minority-owned affliates by sssuming that the ratio of cxpot ;
minotity-owned affiliates as »iny ma_‘iorityi)wnﬂeﬁs ﬂf{i]?::::] ﬁgthe tsar:emitr:ﬁuzn;x [;ggs ;(?o;sli‘;h‘l"c’ﬁ ﬁzaslargsmﬂé
7. Patrents from U5, NA 13.6 &40 E C(i-.mlfméimm of ateas and/ot u!dustrles hael to be made because of disclosure problems. Exports from countries for
ent l . which elements of this calculation were missing were assumed to bear the same relation to sales as in the covered
8. Majority-owned affil., from host countries 2.9 8.8 598 . countries,
5 chubichdovdoped | 28 82 3 e o 15 Tuid s vt o rk s v by
. ) . . cal to that of majosity-owned affiliates. This 1
10. of which developing 0.1 0.6 5.5 ge""sillzféﬂd ‘:O‘Jﬂtgﬂﬁ produced a 1977 figure sbout 50 per cent sbove the one used for Line lzlflszhich fval:basedoon :
o ' . 64:[ mI;lé'it!‘y threskdo[\:m not avaflable for developing eonsitrics, For 1966, howevet, this method produced a figure
11, Minority-owned affil, from host countries NA 12 10.6 per cent belaw the onc [rom the detailed cauntry breakdown.
12, of which developed NA 11 85 Line 14 : Line 7 plus Line 8,
13 of which developing NA 1 21 Line 15 : Line7 plus Line .
14. Pareniss and majority-owned affil., total NA 22.4 123.8 Line 16 : Line 11 plus Line 14. .
15. Patents and majority-owned affiliates in Line 17 Line 12 plus Line I5. it
developed countries NA 21.8 118.3 : Line 18 : Line 6 plus Line3, il
16, Parents and all affiliates, total NA 236 1344 Line 19 : Line & plusLinc9, it
17. Parents and all affiliates, developed countries | NA 229 126.8 Line 20 : Line 11 plus Line 18. ]

U.S.-owned Firms Line 21 : Line 12 plus Line 19,

18. AllU.S.-owned firms & majority-owned

affiliates, total 16.5 30.5 144.2 L«

19. AllU.S.-owned firms and majority-owned
affiliates in developed countries 16.4 29.9 138.7

20, AllU.S.-owned firms and affiliates, total NA 317 154.8

21. AllU.S.-owned firms and affiliates in
developed countries NA 31.0 1472 i

a For 1957, 1966, and 19774, SITC Q, 1, 4-8, less 041-045. Theee wotals include substantial amounts of non-manufactured products
tout were the best approximations that could be made for all three yeats. For 19778, we used a better approximation ke exports o
manufactured goods from Lipsey and Kravis (1982), Table B-1. Both of the 1977 figures were then corrected by adding exports
from Tatwan, from Table A-7. :
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TABLE A‘~2

FSTIMATE OF U.S. MANUFACTURING PARENT EXPORTS OF THER OWN
PRODUCTS 1966 AND 1977 _

(Unit: $ million)

1966 1977
Reporeed by
Affiliates Parents
By U.S. parents to
1, Majority-owned affiliates, all products 3,343 25,769 24,330
2, Majority-owned affiliates, own products 4,958 23,089
3, Other affiliates, all products 2,492 2,333
4, Other affiliates, own products 2,233
5, All affiliates, all products 28,260 26,683
6. All affiliates, own products 5,672 25822
7. Unaffiliated forcignets, all products 8,336 39,194
8. Unaffiliated foreigners, own products 7,960 38,172
9. All affiliates and unaffiliated foreigners,
all products 65,877
10. All affiliates and unaffiliated foreigners,
L own products 13,632 63,994

Line

Line

Line

Line

Line

Line

Line

Line

Line

Line

Sources;

1, 1977: Reporied by parents: Line 5 multiplied by the ratio of Line 1 to Line 7 for data reported by affiliaces.

Reported by affiliawes: U.8. Departoent of Commerce (1581), Table IL TL, p. 185.

1966: 1.5, Depattment of Commerce (1975, Table E-1, p. 82.

2, 1977: Lire 1 multiplied by the estimated ratio of exports of awn producrs to exparts of all products, Ratio is estimated as

974 (Line 8/Line 7) multiplied by .528/.953, the 1966 ratio of Line 2/Line L.

Line 8/Line 7.

1966: U.8. Department of Commetce (1575), Table E-1, p. 82.

3, 1977, Reported by parents: Line 5 minus Line 1.
4, 1977, Line 3 multiplied by the ratio used for Line 2,

5, 1977, Repatted by parents: U.S, Department of Commerce (1981), Table IL T1, p. 185, Cel. 13,

Reported by aftiliates: U.S. Department of Commerce {1981), Table 11 T1, p. 183, Col. 3.

6, 1977: Line2 plus Line 4.
1966: Line 1 multiplicd by the ratio of total sales of all

7, 1977: U.S, Department of Commerce {1981), TableIT

allied affiliates to total sales of majority-owned affiliates,

JT1, p. 185, Col. 11.

1966: U8, Department of Commerce (1975), Table E-1, . 82.

8, 1977: Line 7 multiplied by the ratlo for exports 1o unaffiliaed foreigners of own products to all products,

Department of Commerce ( 1981), Table IT. T3, p. 187, Col, 128 13,

1966: U,S. Depattment of Commetce {1975), Table E-

9: Line 5 plus Line 7.
10: Line 6 plus Line 8.

1,p.82.

[rom U.S,

|

TABLE A-3

INDUSTRY DISTRIBUTION OF U.S. EXPQRTS2 AND EXPORTS FROM THE US 3
S. BY U.S. MULTIN.
(PARENT FIRMS) 1966 and 1977 ATIONALS

(Unit: $ million)
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2 These figures differ slightly from those in Table A-1 because they inchide more complete adjustments for the 1.8, than we could camry out for the world

b SITC 71 (5,547.2) — 711.4 — 7115.

< SITC 72

149

d SITC 73 (3,714.6) + 711.4 (292.3) + 7115 (514.5).

Sowrce: Unired Nations (1971), pp. 886-887, and (1981) and Appendix Tables A2 and A-5.
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TABLE A-4
wry
ESTIMATE OF US. PARENT COMPANIES FXPORTS, <
BY INDUSTRY OF PARENT 1966 AND 1977 ON COMPARABLE BASIS o —- = o
MANUFACTURING INDUSTRY PARENT COMPANIES 2 k. RT3 % T e
(Unit: $ million) = = T o o~ N 5 s
| Exports to Majority-Owned Affiliates and Unaffiliated Foreigners -
Peoducts made by others Own Products EE g
Plus Exports of e E 2] g ﬁ % 8 g oA by
Totala Total Efm[f;igb Total Sﬁ,ﬁ l.)ownmd'gdm : ; g‘% ::\\" N RN % T 9
Affiliatesc S
3 @) 3) ) o3 = Lo
& Eﬂ
= d r.g; g Mmoo D In 0 i
1977 Q0 3l & R 87 3 S B 1
=2 N = o oG e g
8 %% K o~ It g
All Manufacturing 64,963 1,022 63,941 ﬁ % = %
Foods 2,659 225 2.434 E %r % 5% © E
. ~ O 384 FaR g 32 o ® £
Chemicals 8,829 163 8,666 Bo 84 g T 8 R & 8 € §
[~ [35' B R oo ) - T, 5
Metals 4,027 188 3,839 % iz =
Non-Elect, Mach, 11,831 145 11,686 H % £l %
- o .
Elect, Mach. 7,578 3 7,345 EE E g
o
Transp. Bquip. 20,649 105 20,544 ‘ T : 20 & E
B &, 4
Other Mfg, 9,590 162 9,428 82 5 g 28 N
© 3 ﬁ-g* g
19664 é % 3 2 o] i
i Ry 'é gD g 4 .§ E
All Manufacturing 14670 1,753 396 12,918 14,274 e & g & o B ou
=] g8 4 28
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@] g 5 o) g ¥
. o ] L 8
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TABLE A-7
TAIWAN: ESTIMATE OF 1977 EXPORTS, BY INDUSTRY
Millions $ NT Millions $ US,
1980 1577 1977
SITC O + 1 61,340 41,859 1,103.0
Less non-mfd, food and tobacco -
— Live animals — 363
— Coffe, tea, maré, spices —1,169
— Cereals —-2,164
— Qther crude veg, prod. 9,784
— Tobacco - 274 _ (— 187) { — 49
= Mfd. foods 47,586 ( 32,473) { 835.7)
SITC 5 17,587 8,214 2164
+ Man-made fibers +36,496 {-+16,666) { 439.2)
= Chemicals 54,483 24,880 653.6
SITC 6 163,484 79,225
Base metals and articles 46,102 { 22,341 ( 588.7)
SITC 7 176,017 79,991 (2,107.8)
Machinery 145271 { 66,018) (1,739.6)
Non-elect. 33,405 - { 15,181 { 400.0)
Elect. 111,867 { 50,838) (1,339.6)
Vehicles 22,735 { 10,332) ( 272.3)
SITC 58 628,099 301,756 79514
Total Mfd. Prod.? 712,453 351,082 9251.2

a SITC 5-8 plus manifactured foods and manmade fibres,

Figures for L-digit SITC classes, 1977 and 1980 are from Statistical Yearbook of the Republic of China, 1983, Ditectorate
General of Budget, Accounting & Statistics, Executive Yuat, The Republic of China.

Figures for other items, 1980, ere fvom The Trade of China (Tatwan Districd), 1980,Chinese Maritime Customs, I — Seatistical
Scries, No. 1, Statistical Departtent, Inspectorate General of Customs, Thaipei, Tatwan, May 1981, Table 4.

Figutes in pareniheses for 1977 are estitnated from the 1-digit STTC totals by assuming the same 1atios as in 1980,




