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International clirect invest111ent 
surgeel in the late 1980s. f%oth 1i.S. 
direct investments in hreign coun- 
tries ancl foreign investments in the 
U.S. have been gro~ving r:lpiclly, 
with the former exceecling the lat- 
ter by 21 xvicleni~lg 111:trgin. Multi- 
nxtional corporations ~~nclertal<e 
nlost of these norlclwicle invest- 
~uen t s  in order t o  remain competi- 
tive in foreign 111arliets. to lo~ver  
their resource :lncl I:ll~or costs, anel 
to gain tax advantages. 

kl~lltinational fir111s also play a sig- 
nific:tnt role in global tracle flo\vs. 
Intrafirm trade, for example, ac- 
counts for over 35% of U.S. exports 
and more than 40% of imports. This 
trade seems to originate at the par- 
ent firm. U.S. intrafir~n esports con- 
sist mainly of shipme~lts from parent 
firms to their foreign affiliates, 21s op- 
posed to esports of foreign-o\\.necl 
firms in the U.S. Similarly. 1.J.S. in- 
t ~ l f i r ~ n  i~t~portsflo\v fro111 a loreign 
parent t o  its clomestic affiliate. 

1J.S. intrafirm exports travel 
in:~inl). to clevelopecl parts of the 
glolx. whereas the nation's in- 
tl., '1 F' 11 . m imports are more widely clis- 

persecl. The 1I.S. has m:~int:linecl 21 

deficit in its intr-afirm tlacle. In 1994 
(the l;ltest year for \\:hic11 c1:~ta :ire 
availal~le), that cleficit ;urnoi~ntecl t o  
S97 l)illion, o r  65%) of the total tsxcle 
deficit. The deficit is at its \i.iclest in 
our intrafirm tracle lvith hfric;~ ancl 
the Micld  East. 
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