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1. Defining total trade involving multinationals 

1. The total trade of multinationals corresponds to the trade between parent companies and their 
own affiliates as well as their unaffiliated firms abroad.  

2. From the inward perspective, the total trade flows of affiliates under foreign control in a 
compiling country (see tables 1 and 2, column 1) consists of the trade flows between these affiliates and all 
the firms belonging to their own parent group located abroad in different countries (intra-group trade: see 
below) and all unrelated firms abroad.  

3. From the outward perspective for a compiling country, the total trade flows linked to the parent 
companies located in this country (see tables 3 and 4, columns 1 and 7) consists of the trade flows of these 
companies with the affiliates under their control abroad (intra-group trade) and with other foreign firms 
(including both associated and unaffiliated firms located abroad) as well as the trade between affiliates 
abroad under the control of parent companies and unaffiliated firms located in the compiling country. 

a) Inward investments 

Table 1. Exports by affiliates under foreign control in the compiling country 

To other foreigners Total To their own parent 
group abroad 

Total To associate firms 
abroad 

 

To unaffiliated 
foreigners  

(1) (2) (3) (4) (5) 

(1) = (2) + (3). 

Table 1. Imports by affiliates under foreign control in the compiling country 

From other foreigners Total From their parent 
group abroad 

Total From associate firms 
abroad 

 

From unaffiliated 
foreign enterprises 

(1) (2) (3) (4) (5) 

(1) = (2) + (3). 
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b) Outward investments 

Table 2. Exports involving parent companies in a compiling country 

Exports by parent companies in the compiling country Exports by 
unaffiliated 
firms in the 
compiling 
country 

To other foreigners 

Total 

To their 
affiliates 

controlled by 
parent 

companies 
abroad 

Total To their own 
parent groups  
abroad (if they 

are foreign-
controlled) 

To their 
associates abroad 

To unaffiliated 
foreigners 

To affiliates 
controlled by 

compiling 
country parent 

companies 
abroad 

(1) (2) (3) (4) (5) (6) (7) 

(1) = (2) + (3).  

Table 3. Imports involving parent companies in a compiling country 

Imports by parent companies in the compiling country Imports by 
unaffiliated 
firms in the 
compiling 
country 

From other foreigners 

Total 

From their 
affiliates 

controlled by 
parent 

companies 
abroad 

Total From their 
own parent 

groups abroad 
(if they are 

foreign-
controlled) 

From their 
associates abroad 

From 
unaffiliated 
foreigners 

From affiliates 
abroad 

controlled by 
compiling 

country parent 
companies 

(1) (2) (3) (4) (5) (6) (7) 

(1) =  (2) + (3).  

4. Trade with affiliates abroad controlled by compiling country parent companies (tables 3 and 4, 
column 7) is more difficult to identify since potentially all the firms of this country could be involved. On 
the other hand, they are not the parent companies themselves which are directly involved but their affiliates 
abroad. Before presenting the recommendations concerning the data collection, it is necessary to define the 
following concepts:  

• Total exports and imports for goods and services;  

• Parent company; 

• Parent group abroad.  
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1.1 Defining total exports and imports 

5. The definition of total exports and imports by multinationals (affiliates under foreign control and 
parent companies) depends on the corresponding conceptual framework of data sources.  

6. There are generally three sources concerning trade data:  

• Balance of payments; 

• Customs; 

• Special enterprise surveys.  

7. Data can be collected either by sector or by product for both categories: goods and services.  

Features of surveys 

• By product:  - Balance of payments:  goods and services 
     - Customs:     goods only 

• By sector: special surveys: goods and services. 

8. Even if the trade data of goods are collected by product in the framework of balance of payments 
and by customs, they differ at least from two points of view:  

a) The insurance, freight and transport costs are included in the imports collected by customs but 
excluded in the framework of balance of payments since they are attributed to more specific 
posts; 

b) In the case of balance of payments, the date of record of a trade transaction is the date 
corresponding to the contract achievement but in the case of customs, it is the date where the 
goods cross the borders. 

9. A breakdown of trade data by product is better and gives the possibility of calculating trade 
balances by sector (group of the same products). However, it presents numerous disadvantages because 
these data are not comparable with many other industrial variables. This means it is impossible to calculate 
the share of production exported at the sectoral level. An alternative choice is to organise special surveys 
by sector. Such an approach makes it possible to obtain trade data comparable with other variables.  

10. Given that each enterprise classified in manufacturing or in services both exports and imports 
goods and services, it is necessary to obtain for each sector separate figures concerning trade in goods and 
trade in services. Another possibility concerning the trade of goods by multinationals (as both inward and 
outward investments) is to reconstitute data by sector from custom data. For this purpose, we need to use 
information from business registers in order to identify the appropriate enterprises.  

1.2 Defining the parent company 

(See also the OECD Handbook on Economic Globalisation Indicators, Chapter 3, section 3.3.3.) 
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a) Inward investment 

11. In a host country, the parent company of an affiliate under foreign control is the first foreign 
investor outside the borders of the country exercising direct or indirect control over the foreign affiliate. If 
the foreign investor is an enterprise, then the parent can be the ultimate controller or be part of an 
enterprise group. 

Figure 1. Example of a parent company for inward investments 

 

70% 
A B

60%

C
Country 1 

Country 2 
 

12. In the example given in Figure 1, the parent company of enterprise B in country 2 is company A 
in country 1 because country A is the first company outside country 2 exercising direct control over the 
enterprise B. Company A is also the parent company of the enterprise C because company A is exercising 
direct control over the enterprise C. 

b) Outward investment 

13. From the point of view of a compiling country, the parent company of an affiliate controlled by 
residents of this country and located abroad, is the consolidate enterprise group, comprising the enterprise 
investing abroad (headquarters) and the domestic enterprises which the preceding enterprise controls 
directly or indirectly. 

14. In the example given in Figure 2, for the compiling country 1 the parent company of the affiliate 
E in country 2 is the consolidated enterprise group comprising: 

i) Enterprise X; 

ii) Enterprises in country 1 under the direct or indirect control of enterprise X. 

15. In other words the parent company of enterprise E is the consolidated enterprise group in 
country 1 comprising enterprises X, A, B and C. 
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Figure 2. Identifying the parent company of a compiling country in the case of outward investment.1

 

Country 1 

 

                                                      
Note: With respect to the definition of the parent company in this document, there is no contradiction with the 

definition of the Statistical Units Regulation or SNA, which state respectively that “the group head is a 
parent legal unit” and “a parent corporation is one which controls more than half of the shareholders’ 
voting power in another corporation…” Nor with the definition of International Account Standards which 
points out that “the parent is always a legal unit or an enterprise (corporation)…” 

 In figure 2, we agree that the parent company of enterprise E is enterprise X. In most cases, however, 
enterprise X is the headquarters of the consolidated group comprising enterprises X, A, B and C. If we 
need to know the exports of the parent company or its R&D effort, it is difficult to take only enterprise X 
because usually, the headquarters comprises exclusively some administrative personnel without any 
industrial activity.  

 Do we conclude from the above that the parent company has neither R&D nor export activity? The 
available firms show that parent companies’ share in manufacturing turnover in  2001 was, for example, 
60% in the United States, 68% in Finland, 45% in Sweden and 35% in France. Obviously these figures do 
not take into account only the headquarters. Until now Eurostat did not request data concerning the activity 
of parent companies but we need to think about the problems which could arise if we do not adopt the 
appropriate definition.  

F

A
E Country 2 

80%

B

C

D

X

60% 

90%

70% 
Country 3 

60% 

40% 

20% 
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c) Parent company under foreign control 

16. It is possible for a company located in a compiling country and which is under foreign control to 
have affiliates abroad. In the example given in Figure 3, company A in compiling country 1 is controlled 
by company B in country 2, whereas company A controls company C in country 3. In this case company A 
is the parent company of company C, while company B is the parent company of company A and the 
ultimate controller of companies A and C. 
17.  

Figure 3. Parent company under foreign control 

Country 3 C
80%

70%A 
Country 2 

B

Compiling country 1 
 

 

18. In the example in Figure 2, enterprise E is the parent company of enterprise F, whereas the 
consolidated enterprise group of companies X, A, B and C is the ultimate controller of enterprise E and F 
(see definitions below). 

1.3 Defining the parent group abroad 

19. When considering the whole of an enterprise group abroad, it needs to be defined as a foreign 
parent group. This comprises:  

i) The foreign parent; 

ii) Proceeding up the foreign parent chain, any company (or investor) that directly controls the 
company below it, until including the affiliates’ the ultimate controller; 

iii) Proceeding down the foreign parent chain, any company (or investor) which is under the direct 
control of the company above it. 
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Figure 4. Identifying the parent group abroad 

Country 5 

Country 3 

 

 

20. In the example in Figure 4, company A’s parent is company C which is located in country 2. The 
ultimate controller of company A is company F and not company E even though company E directly and 
indirectly holds 52% = [(40% x 70%) + 30%] x 90% of the capital of A, while company F owns only 
33.6% = 70% x 60% x 80% of the capital of A. However, company F exercises direct and indirect control 
over company A, which is not the case with company E. Then the parent group abroad of company A is 
made up of companies A, C, D and F. 

21. With respect to intra-group trade (see below, section 2), in the example of Figure 4, intra-group 
imports of company A comprise imports from companies C, D, and F, but exclude imports from B and E. 
In the example of Figure 2, intra-group imports of company F comprise imports from E, X, A, B and C 
(parent foreign group). These imports could also be broken down by country and sector. 

1.4 Recommendations concerning total trade involving multinationals 

Box 1. Recommendations for total trade by multinationals 

Inward investment 

Priority should be given to the following measures:  

• Total exports and imports by affiliates under foreign control in a compiling country (tables 1 and 2, column 1) 
broken down separately by sector and by partner country. For each sector (manufacturing or services), it is 
recommended to produce separately data concerning trade in goods and trade in services.  

• Cross-tables by sector and by partner country could be produced for the sectors and countries for which 
there are no confidentiality problems.  

 

90%
E 

B
30% 

40%
70% A 

C

Compiling country 1 
Country 2 

D F 
60% 80% 

Country 4 Country 6 
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Outward investment 

Priority should be given to the following measures:  

• Total exports and imports by parent companies in the compiling country (tables 3 and 4, column 1) broken 
down separately by sector and by partner country. For each sector, trade in goods and trade in services 
must be collected separately.  

2. Defining intra-group trade 

22. Intra-group trade corresponds to the trade (exports and imports) between a parent company and 
all its affiliates abroad, including the trade between these affiliates. Although this is conceptually right, it is 
not possible for a compiling country to collect data for trade between its affiliates abroad concerning 
exclusively foreign countries.  

23. Consequently, from the inward perspective, in a compiling country, intra-group trade of an 
affiliate under foreign control corresponds to the trade of this affiliate with its parent company abroad and 
the trade with all the affiliates of its parent group located in different countries (see tables 5 and 6).  

24. From the outward perspective, intra-group trade of a parent company in a compiling country 
corresponds to the trade between the parent company and its affiliates under its own control abroad (see 
tables 7 and 8).  

25. The trade flows concern inward and outward investment as well as goods and services (see 
Figure 5) and by definition are a subset of the total trade. The concepts presented in section 1 (parent 
company and parent group abroad) are also valid for intra-group trade. However, the trade in goods and 
trade in services present significant differences. For this reason, they will be examined separately.  

Figure 5. Intra-group trade 

Intra-group trade 

Inward Outward 

Exports Imports Exports Imports 

Goods Services Goods Services Goods Services Goods Services
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a) Inward 

Table 4. Intra-group exports of goods by affiliates under foreign control in the compiling country 

Total To the parent company abroad To the other affiliates of the parent 
group abroad 

(1) (2) (3) 

(1) = (2) + (3).  

Table 5. Intra-group imports of goods by affiliates under foreign control in the compiling country 

Total From the parent company abroad From the other affiliates of the parent 
group abroad 

(1) (2) (3) 

(1) = (2) + (3).  

b) Outward 

Table 6. Intra-group exports of goods by parent companies in the compiling country 

Total To their affiliates abroad To their parent group abroad (if they 
are under foreign control) 

(1) (2) (3) 

(1) = (2) + (3).  

Table 7. Intra-group imports of goods by parent companies in the compiling country 

Total From their affiliates abroad From their parent group abroad (if 
they are under foreign control) 

(1) (2) (3) 

(1) = (2) + (3).  

2.1 Measurement issues and special cases 

2.1.2 Comparability with total trade 

26. It is necessary to compare intra-group trade (total and by sector) with the total trade of affiliates 
under foreign control and parent companies as well as with the countries overall trade. For this reason it is 
important that data on total trade be collected in the framework of the surveys of the activity of 
multinational enterprises in order to ensure the necessary comparability between the above categories of 
data.  

2.1.3 Transfer pricing 

27.  “Transfer pricing” is defined as the prices used for internal exchanges and transactions between 
parent companies and affiliates belonging to the same group located in principle, in different countries. 
Parent companies may decide the prices of goods and services supplied to their affiliates in the light of 
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circumstances, most importantly with regard to their impact on tax liabilities. For example, in countries 
where profits are highly taxed, transfer prices on imports may be increased so that declared profits will be 
reduced, while in countries where taxes are lower, such transfer prices may be reduced so that the level of 
profits declared will be comparatively high. The “arms length principle” i.e. that pricing should be based 
on what would have occurred had the transacting entities been unrelated, would put the valuation of 
intra-group trade flows on the same basis as that of other trade flows if it could always be applied 
accurately.  

28. The only possibility for obtaining some valuation of the importance of transfer pricing in the case 
of intra-group trade of goods is to work with custom data at the firm level. These data also contain 
information concerning quantities and then it is possible to calculate the unit value of exports and imports 
(value of exports/quantities). If the data are disaggregated enough, it is possible to compare the unit values 
of exports and imports of intra-group trade with the unit values of the same products exchanged with 
unaffiliated enterprises. If a transfer pricing operation takes place, the difference between the two unit 
values will be significant. This information could be completed by taking into account the profits declared 
by the concerned affiliates as well as the tax system of the host countries. Because of the complexity of 
these operations, in practice, very little information is available and an element of arbitrariness in the intra-
group trade is unavoidable. So users must interpret intra-group trade data continuously in light of these 
considerations.  

2.1.4 Trade between parent companies and their affiliates abroad through commercial unaffiliated 
firms 

29. For some specific reasons, trade of some parent companies with their affiliates abroad takes place 
through some commercial unaffiliated firms. It is important to understand why parent companies may 
prefer to export their goods to a commercial firm and not directly to their affiliate. One possible 
explanation could be the absence of an appropriate distribution network by their affiliate, while the 
commercial firm could have a better knowledge of the needs of the local firms and could distribute the 
goods more effectively at a lower cost. However, it is interesting to know what type of transactions take 
place at a second step between the commercial and the affiliate of the parent company.  

Figure 6. Trade with commercial unaffiliated firms 

A B Affiliate of A 

C
Country 1 

Commercial firm

Country 2 
 

30. From a statistical point of view these transactions correspond to column 6 of the tables 3 and 4. If 
for example the exports of the parent company A (Figure 6) in country 1 to the commercial company B in 
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country 2 are sold to company C which is an affiliate of A, these transactions could be excluded from intra-
group trade. However if they represent a significant share in the total trade, they could be taken into 
account separately.  

2.1.5 Other relevant categories of data 

31. For analytical purposes, another relevant breakdown of intra-group imports is the intended use of 
the imported goods. This distinction could be done according to whether these goods are intended to serve 
as intermediate inputs by affiliates under foreign control or by parent companies, or as capital goods added 
to the foreign affiliates’ plant and equipment, as marketed goods to be resold after some transformation or 
without further manufacture. These four categories of intra-group imports of goods can be summed up as 
follows:  

1) Intermediate goods; 

2) Capital goods (plant and equipment); 

3) Goods resold after transformation; 

4) Final goods resold without transformation.  

32. Data on imports intended for further manufacture by foreign affiliates or parent companies are 
particularly useful for research concerned with the international fragmentation of production between 
different units of multinational enterprises.  

33. The above categories of intra-group imports are already collected by French statistical services.  

2.1.6 Recommendations concerning intra-group trade of goods 

Box 2. Recommendations for intra-group data collection 

Inward investment 

Priority should be given to the following measures:  

• Total intra-group exports and imports of goods by affiliates under foreign control in a compiling country to 
and from the parent group abroad (see tables 5 and 6, column 1) broken down by sector and by partner 
country.  

Outward investment 

Priority should be given to the following measures:  

• Total intra-group exports and imports of goods by parent companies in the compiling country to and from 
their affiliates abroad and to and from their parent group if they are under foreign control (see tables 7 and 
8, column 1).  

2.2 Intra-group trade in services 

34. The concepts and definitions presented earlier concerning intra-group trade are also applied in the 
case of services. However, the treatment of services presents some specificities.  
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35. In section 1.1, mention was made that data concerning the total trade in services was collected for 
all countries by product in the framework of the balance of payments.  

36. Actually, only the United States concerning trade in services in the framework of the balance of 
payments makes a distinction between trade with affiliates and with unaffiliated firms. These data 
unfortunately are not comparable with all the other categories of FATS data corresponding to industrial 
sectors (NACE classification).  

37. If the objective is to collect intra-group data on trade in services, in order to compare these data 
with other industrial variables, it is necessary to organise special surveys by industrial sector. This choice 
does not concern exclusively intra-group trade but also total trade of multinationals (affiliates and parent 
companies).  

38. With respect to intra-group trade in services, two additional difficulties exist:  

• In some cases, trade in services between parent companies and their affiliates does not 
correspond systematically to financial transactions. Some services (e.g. software, licensing, etc.) 
could be surrendered free, and so the intra-group trade in services will be underestimated; 

• In the case of services, the problems raised by transfer pricing are more frequent because of the 
absence of world price references. This could lead to an overevaluation or underevaluation of the 
real value of intra-group trade. 

39. Under these circumstances, if the balance of payments is not the appropriate source of data 
collection, it is necessary to organise special surveys by industrial sector (NACE classification). As in the 
case of manufacturing sectors, it is important that service enterprises provide data for intra-group trade in 
both cases separately: trade in goods and trade in services. So, intra-group trade in services will be the sum 
of trade by manufacturing sectors and by services sectors.  
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