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Food for a Global Community 

Foreign Investment Growing 
in the U.S. Food Industry 
James M. MacDonald 
(202) 786-1864

F
oreign investment in the U.S. food
and tobacco industry grew rapidly in 

the last 10 years and is likely to continue 
expanding. Foreign firms, especially 
from Great Britain and Canada, have 
found U.S. markets to be profitable. In
vesting in U.S. food industries allows 
companies to transfer marketing skills, 
introduce products to new markets, and 
take advantage of opportunities in ex
panding industries. 

However, foreign firms which are ma
jority stockholders and exercise decision
making control over U.S. firms (direct in
vestment) still account for no more than 
15 percent of output within each food in
dustry. As a result, foreign firms present 
no threat of monopolizing any industry. 

Foreign food manufacturers in the 
United States increased from 64 in 1976 
to 76 in 1982 (table I). Thirty manufac
turers entered the industry and were, on 
average, larger than the 18 departing 
ones. The new firms contributed to most 
of the rise in employment in foreign
owned food and tobacco plants from 
50,546 in 1976 to 69,310 in 1982-just 
over 4 percent of all employment in the 
food manufacturing industry. 

At the same time, foreign firms' share 
of employment in other food industries 
also increased. Employment in foreign
owned food stores rose from 1. 7 percent 
to 5 percent, and from 0.5 to 2.4 percent 
in eating and drinking places-small, but 
rapidly growing shares. 

Direct investment in U.S. food 
manufacturing is no longer dominated by 
two foreign firms-Nestle and Unilever. 
In 1976, the four largest foreign firms, in
cluding Nestle and Unilever, held 47 per
cent of all foreign firm employment, but 
the figure dropped to 37 percent in 1982. 

The author is an agricultural economist with the Food 

Marketing and Consumption Economics Branch of the 

National Economics Division. 

14 

Table 1. Foreign Ownership 
Grows in U.S. Food and Tobacco 
Manufacturing 

Foreign parent 

companies 1 

U.S. subsidiaries 

Establishments 

Employment 

Percent of total U.S. 

food and tobacco 

manufacturing 

employment 

1976 1982 

64 

90 

283 

50,546 

3.0 

76 

103 

412 

69,310 

4.2 

Foreign parent companies are based overseas; they 

may control one or more U.S.-based subsidiaries, which 

may own one or more establishments (individual food 

processing plants). 

Patterns in Foreign Investment 

There are several reasons for steadily 
rising investments by manufacturers out
side their domestic markets. First, real 
incomes in most of the world continue to 
grow, leading to expanding middle classes 
in industrialized and developing countries 
and greater demand for many consumer 
products. Foreign firms that have had 
previous experience manufacturing a par
ticular product are often in a better posi
tion than domestic firms to meet the 
growing demand. 

Second, communications costs between 
countries have fallen steadily with im
provements in telecommunications tech
nology, data processing, and shipping. 
Lower communications costs allow more 
effective monitoring of foreign subsidi
aries, reducing the risk of investment. 

The long-term trend in foreign invest
ment growth in the U.S. food industry 
will probably continue, although sharp 
deviations can occur for periods of up to 
several years. Most of the increase 
between 1976 and 1982, for example, oc
curred from 1978 to 1981, when a rela-

tively cheap dollar made U.S. assets less 
expensive relative to foreign assets. 

The dollar's sharp rise after 1980 in
creased the price of U.S. assets, reducing 
acquisitions by foreign firms. There have 
been substantial inflows of foreign capital 
to the United States since 1981, largely 
causing the dollar's rise. But these in
vestments consist primarily of bank de
posits and purchases of other financial in
struments, such as Treasury bills and cor
porate bonds. 

Exchange rate movements primarily af
fect the timing of foreign investment, 
while fundamental long-term trends are 
based more on the ability to transfer skills 
and technologies that are important to an 
industry or a country. The U.S. food in
dustries have certain distinctive charac
teristics that influence the patterns of 
foreign investment. 

Compared with other industries, such 
as chemicals, machinery, or electronics, 
food manufacturers invest little in 
research and development. Although 
productivity growth is slightly above the 
average for all manufacturing industries, 
the industry is not "high tech" -success 
does not depend upon new production 
processes or technologies: 

Instead, marketing skills are more im
portant. The industry produces a wide 
array of consumer products aimed at dif
ferent demographic groups and distrib
uted through many different outlets. Ad
vertising, effective wholesale and retail 
distribution, and new product innova
tions are important factors in the food in
dustry. 

Foreign firms are most often found in 
industries where advertising plays an im
portant role and in which a wide variety 
of consumer products with different 
characteristics are offered ( table 2). In 
contrast, foreign firms are largely absent 
from industries producing processed in
gredients, such as edible oils and sugar 
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Investing in U.S. food industries allows foreign companies to transfer marketing skills, introduce 
products to new markets, and take advantage of opportunities in expanding industries. 

refining, and from industries like butter 
and rice, where there is little difference 
between the products of competing firms. 

Brewing is an exception, since most 
foreign brands are imported rather than 
produced here. While foreign and 
domestic beers have distinctly different 
tastes, the demand for foreign beers is 
too small to justify the enormous expense 
of building a low-cost U.S. brewery. As a 
result, foreign firms export from their 
own breweries or license U.S. firms to 
produce the IJroduct domestically. 

Great Britain Dominates Foreign Firms 

Because of the importance of market
ing, most foreign investment comes from 
countries with cultural similarities to the 
United States. The United Kingdom ac
counts for 58 percent of foreign invest
ment in U.S. food and tobacco manufac
turing. Canada accounts for another 16 
percent, and Switzerland, Japan, and 
West Germany together make up 18 per
cent. 
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Table 2. Foreign Firms Employ U.S. 
Workers In Highly Processed Food 
Industries 1 

10 highest shares 

Distilled spirits 
Cigarettes 
Cookies and crackers 
Chocolate and cocoa 
Pasta 
Coffee 
Chewing tobacco 
Dried fruits, vegetables, and 

soups 
Fresh and frozen 

packaged fish 
Pickled fruits 

and vegetables; 

salad dressings 

Employment 

Percent 

27.2 
22.2 
20.3 
20.5 
18.4 
17.6 

14.1 

12.1 

9.6 

8.6 

Foreign firms are absent from less processed Indus

tries, such as poultry and egg processing, rice milling, 

cane sugar refining, beet sugar refining, cottonseed oil 

mills, malt, Ice, cigars, butter, and brewing. 

Food for a Global Community 

The United Kingdom accounts for 20 
percent of all foreign investment in the 
U.S. economy, far less than its share of 
food manufacturing. Canada and Japan 
hold shares of foreign investment in food 
manufacturing that approximate their 
shares in the U.S. economy, while French 
and German firms are far less visible in 
food than in the rest of the economy. 

There are several reasons why British 
firms are leading investors in the U.S. 
food industry. First, the United Kingdom 
has a relatively large, well developed, and 
diversified food manufacturing industry; 
food, drink, and tobacco account for large 
shares of their exports and foreign invest
ment. 

Second, dominance of a few large firms 
in each of the many British food product 
industries and slow growth at home 
reduce the opportunities for firm entry or 
expansion there. Since food manufactur
ers tend to diversify among food indus
tries rather than into other manufacturing 
sectors, foreign investment is an attrac
tive means of further expansion. 

Finally, the United States and the 
United Kingdom have clear cultural simi
larities, especially in language, which may 
give British firms an advantage over 
other foreign entrants. 

In contrast, German firms specialize in 
producing industrial goods requiring con
siderable investment in technological ex
pertise. As a result, 70 percent of the 
U.S. manufacturing employment of Ger
man firms is in chemicals and machinery, 
compared to 43 percent for British com
panies and 18 percent for French firms. 

Japanese firms accounted for 10 per
cent of the foreign-owned establishments 
and 4 percent of the employment in these 
firms ( table 3). The Japanese presence 
grew rapidly between 1976 and 1982, pri
marily through the acquisition of fish 
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U.S. Firms Invest Overseas 

Foreign investment is not a 
one-way street. Leading U.S. food 
manufacturers began to expand 

overseas in the early 1900's and 
grew steadily over the last 10-1S 
years. The average rate of growth 
of U.S. overseas investment about 
equals that of foreign counterparts 
in the U.S. food industry. By 
1982, foreign investments of U.S. 
food manufacturers totaled $9.3 
billion. In contrast, investment 
by foreign firms in U.S. food 
manufacturing amounted to $7 .4 
billion. 

Similarities in industry prac
tices and culture also explain 
overseas investment by U.S. food 
manufacturers. Seventy-five per
cent of the foreign investment by 

U.S. food manufacturers is 
directed to food manufacturing, 
wholesaling, and service com
panies in developed countries. 
Half of the investments are in 
Canada and the United Kingdom, 
and most investments in 
developed countries are in con
sumer product industries. 

In developing countries, U.S. 
firms are more likely to transfer 
technologies such as flour milling 

or vegetable oil processing facili

ties rather than products. 

Eighty-five percent of the foreign 

investment in developing coun

tries is in Latin America. Some is 

in agricultural facilities, such as 

fruit or sugar plantations, but al

most half is concentrated in food 

processing facilities in two coun

tries, Mexico and Brazil. 

Table 3. The United Kingdom Tops Foreign Investment in U.S. Food and 
Tobacco Manufacturing 

Number of establishments Number of employees 

Country of 1976 1982 Percent 1976 1982 Percent 
parent firm Change Change 

United Kingdom 136 197 44.9 28,716 40,418 40.8 

Canada 67 70 4.5 10,417 10,910 4.7 

Switzerland 35 34 2.8 6,675 7,032 5.3 

Japan 15 41 173.3 667 2,919 337.8 

West Germany 6 31 416.6 830 2,475 198.8 

France 7 10 42.9 401 856 113.5 

Northern Europe1 11 23 109.1 1,792 3,589 100.3 

Others 6 6 0 1,048 1,111 6.0 

Total 283 412 45.6 50,546 69,310 37.1 

1 Northern Europe refers to the Netherlands, Oenmerk, Iceland, Norway, Sweden, and Finland. 

Source: U.S. Small Business Administration's U.S. Establishment and Enterprise Mlcrodata (USEEM) FIie, combined with 
ownership listings from Dun and Bradstreet, Inc., Who Owns Whom, 1977 and 1983 editions. 
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processing firms on the Pacific coast. 
Fish is an important component of the 
Japanese food supply. The catch of 
roughly 150 pounds per person is more 
than four times that of the United States. 

Japanese vessels have about 70 percent 
of the foreign allocation of the catch in 
the coastal waters of the U.S. Fishery 
Conservation Zone, where the total 
foreign catch has been steadily reduced 
since the 197 6 passage of the Fishery 
Conservation and Management Act. 
Since the restrictions wen,t into effect, 
U.S. exports of processed fish products to 
Japan have grown from 58,000 tons in 
1977 to 169,000 tons in 1983. 

The Japanese investment in fish pro
cessing may be a response to the fishing 
restrictions, with Japanese-owned firms 
buying, processing, and then exporting 
the catch of U.S. boats operating in 
coastal waters. But the Japanese may also 
take advantage of the potentially rich U.S. 
market. Several Japanese firms have al
ready introduced new seafood products 
and processing methods here. However, 
further expansion by Japanese firms 
beyond fish processing is unlikely be
cause of enormous differences in food in
dustries and culture. □ 
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