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ductive. Another part can be explained by some decline in the rate of return
on Buropean investments generally during the last few years. Of course, the in-
crease in U.S. investments would have been reduced in the face of the above
investment restrictions, thereby reducing the extent of the decline in the rate of
return. Hence, we simply assumed that the rate of return was 18 percent through-
out. The volume of earnings so computed less the volume of computed remittances
was added to beginning-of-year book value to estimate book value at the beginning
of the following year. .

5. A relationship between U.S. exports and U.S. investments in
Europe (excluding the United Kingdom) and the value of these
investments at the beginning of the year in question was “guessti-
mated” on the basis of data published by the U.S. Department of Com-
merce covering the years 1962, 1963, and 1964. Department of Com-
merce data show estimated total exports to U.S. affiliates in Europe
(including the United Kingdom which is not shown separately) in
those 8 years. (Sample data were expanded to estimated totals by the
Commerce Department.) We deducted from the estimated totals one-
half of the value of exports other than exports of capital equipment
and parts, components, and materials for further processing or assem-
bly in the case of exports to affiliates other than trading afiiliates, and
we deducted two-thirds of exports other than capital equipment and
parts, components, and materials for further processing or assembly in
the case of exports to trading affiliates. ]

The deductions were made on the basis that they would have taken
place even if said foreign affiliates had not been established. This ad-
mittedly involved guesswork. However, we feel that the deductions
were more than adequate. The local incorporation of U.S. affiliates to
promote greater local identification and greater acceptance of the
company and its products, and the creation of a permanent interest
on the part of the company in European markets unquestionably have
been important elements in the export volume enjoyed by those com-
panies. Further, such local acceptance no doubt helped to promote the
sale of U.S. manufactured goods through channels additional to those
included in the Commerce survey.

‘We then computed the ratio of the residual exports values in each
year (1962, 1963, and 1964) to the value of total U.S. investments in
Europe at the beginning of the year in question and averaged the
three ratios. Estimated exports derived on this basis were $860 million,
$880 million, and $1,103 million in 1962, 1963, and 1964, respectively,
and the computed ratios were 11.1, 9.9, and 10.7 percent, respectively,
for an average of 10.6 percent (rounded to 10.5 percent). On the basis
that the ratio for total Europe was reasonably representative of that
for Europe excluding the United Kingdom we applied it to begin-
ning-of-year investments in Europe excluding the United Kingdom
for each year including in our review to estimate the volume of exports
generated by such investments over this period which would not have
taken place in their absence.

6. Finally, we computed the ratio of fees and royalties from U.S.
investments in Europe (excluding the United Kingdom) to the begin-
ning-of-year value of such investments for each year from 1960
through 1966. Such data are not readily available for the years prior to
1960. The ratio was 2.8 and 2.9 percent in 1960 and 1961, respectively,
and ranged from 3.2 to 3.4 percent thereafter. We used a figure of 3
percent which we applied to the estimated book value data to get esti-
mated royalties and fees.



