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Multinational enterprises dominate interna-
tional trade. Using customs records, Bernard,
Jensen and Schott (2009) find that enterprises
that trade with related parties accounted for 90
percent of U.S. imports and exports in 1993 and
2000. A significant fraction of this trade took
place within the enterprise: In 2000, related
party trade (as measured in customs records)
made up 31 percent of U.S. exports and 46 per-
cent of U.S. imports.

In addition to being a quantitatively important
segment of total trade, the extent to which en-
terprises trade with related parties, rather than
at arm’s length, is central to both classical theo-
ries of foreign direct investment (e.g., Helpman
1984, Horstmann and Markusen 1992) and more
recent theories that focus on contract enforce-
ability, complexity, and the boundary of the
firm (e.g., Antràs 2003, Costinot, Oldenski and
Rauch 2011).

In this paper, I use two independent data
sources — the intrafirm trade data from the U.S.
Bureau of Economic Analysis (BEA) and the re-
lated party trade data from the U.S. Census Bu-
reau — to assess measures of U.S. associated
party trade. I use the catch-all term “associ-
ated parties” to mean two parties in a relation-
ship, broadly defined. This is in contrast to the
concepts of the “related party” from Census and
the “multinational enterprise” from BEA, each
of which has a specific — and not always coin-
cident — definition.

I find that, in general, the two datasets provide
similar measures of U.S. associated party trade,
particularly for exports. The average difference
between intrafirm exports and related party ex-
ports, as a fraction of total U.S. exports, was 2.4
percent from 1992–2012 and fell to only 1.2 per-
centage points of U.S. exports from 2000–2012.

For U.S. imports, BEA intrafirm trade as a
share of total imports has drifted downward,
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while the Census related party trade share of im-
ports has remained roughly constant. The aver-
age difference between intrafirm imports and re-
lated party imports, as a fraction of total U.S. im-
ports, was 7.5 percent from 1992–2012, and the
largest gap, which occurred in 2012, was more
than 13 percent of total U.S. imports.

I am able to decompose the aggregate data
into bilateral relationships between the United
States and several major trading partners at sev-
eral points in time. I find that the bilateral asso-
ciated party trade data are also similar across the
two data sources and that the differences are sta-
ble across the 20-year period under study. In the
bilateral data, it is easy to see how differences in
the aggregate data are driven by a few large trade
relationships. In particular, the extent of the dif-
ferences in aggregate associated party trade is
determined largely by differences in measured
associated party trade with Canada, China, and
Mexico.

The differences observed in the data raise
an interesting question. To what extent does
the downward trend in intrafirm trade reflect
changes in firm behavior, conceptual differences
across the two data sources, and potential mis-
measurement? A satisfactory answer to this
question will likely require study of the confi-
dential micro data at both BEA and Census — a
task outside of this paper’s scope.

Another interesting aspect of the data is that
intrafirm trade fell much less than total trade
during the 2009 trade collapse, but related party
trade fell in proportion to total trade. Promi-
nent theories of the sharp decline in trade in
this period include the disruption of credit mar-
kets (Chor and Manova 2012) and the dynam-
ics of inventory holdings (Alessandria, Kaboski
and Midrigan 2010). The smaller response of
intrafirm trade is consistent with the hypothe-
sis that, compared to arm’s length shipments,
intrafirm shipments are less dependent on ex-
ternal credit. The extent to which inventories
are bought from within the firm rather than out-
sourced could be an important determinant of
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the differential behavior of intrafirm trade.1

I. Data Sources

In this section I briefly discuss the two sources
of U.S. associated party trade data. Further de-
tails are available in Ruhl (2013).

The first source of associated party trade data
is the intrafirm trade data collected by BEA
through two sets of surveys: a survey of U.S.
multinational enterprises and their foreign affili-
ates and a survey of U.S affiliates of foreign par-
ents.2 In the BEA methodology, in accordance
with the definition of international direct invest-
ment used for balance-of-payments statistics, a
business enterprise is considered an affiliate of
a person — here, the parent — if the person
owns at least 10 percent of the enterprise’s vot-
ing stock or its equivalent. A majority-owned af-
filiate is one in which ownership of its parent(s)
exceeds 50 percent. The surveys collect more
data from majority-owned affiliates. These sur-
veys are conducted annually, and compliance is
required under the International Investment and
Trade in Services Survey Act.

The survey of U.S. multinational enterprises
and their affiliates collects intrafirm trade data
from both the consolidated parent and each re-
porting affiliate. Large and majority-owned af-
filiates generally have to report more-detailed
intrafirm trade data, and more data is collected
during benchmark surveys. The survey of U.S.
affiliates of foreign enterprises collects data only
from U.S. affiliates. Like the other survey, it col-
lects more data from large and majority-owned
affiliates.

Using the data from these surveys, it is pos-
sible to construct total intrafirm trade flows for
1982 onward, as well as bilateral intrafirm trade
flows for several countries in benchmark years.
An analysis of U.S. intrafirm trade patterns de-
rived from these data can be found in Zeile
(1997) and Zeile (2003).

The second source of associated party trade
data is the related party trade data compiled by

1Studies such as Eaton et al. (2011) offer the sectoral com-
position of trade as an explanation for the sharp fall in aggregate
trade. On average, intrafirm trade shares don’t vary much across
sectors, although there is significant within-sector heterogeneity
(Ramondo, Rappoport and Ruhl 2011).

2An overview of these surveys can be found in Quijano
(1990) and Mataloni (1995).

the Census Bureau from U.S. customs documen-
tation. The U.S. customs declaration documen-
tation includes a mandatory, self-reported yes-
no question that asks if the cross-border ship-
ment is between related parties.

For U.S. exports, a related party transaction is
“[a] transaction involving trade between a U.S.
principal party in interest and an ultimate con-
signee where either party owns directly or indi-
rectly 10 percent or more of the other party.”3

For U.S. imports, a related-party transaction is
one between two parties with (among many pos-
sibilities) “any person directly or indirectly own-
ing, controlling or holding power to vote, 5 per-
cent or more of the outstanding voting stock
or shares of any organization.”4 In addition to
the related party information, the customs doc-
uments collect the value of the shipment, the
product code, and the country of import or ex-
port.5 These data are publicly available from
1991 onward, although more detail is available
after 2001.

To summarize, both datasets offer almost
complete coverage of associated party trade. In
U.S. exports, the definitions of an associated
party agree and coincide with the standard defi-
nition of a multinational enterprise. In U.S. im-
ports, the Census definition is broader and in-
cludes several ways in which trade that is not
conducted within a multinational enterprise may
be counted as a related party transaction. These
two datasets are compiled from completely dif-
ferent sources, but they measure very similar
concepts. How well do the two line up?

II. Total Associated Party Trade

I begin by comparing associated party trade
in the aggregate. In order to compare the mea-
sures of associated party trade, two adjustments
to the data are necessary. First, unlike the BEA

3Foreign Trade Regulations, 15 C.F.R. §30.1
419 U.S.C. §1401a(g)(F)
5I do not attempt to make a comparison of the datasets across

products or industries. The customs records collect detailed data
about the identity of the goods being traded and reports at the
6-digit level of the North American Industry Classification Sys-
tem. BEA, in contrast, does not collect data on the identity of the
goods being traded, but does collect information about the indus-
try of operation of the parent and affiliate. While the industry of
operation is likely related to the type of goods being traded, this
is a significant conceptual difference, and it seems prudent to not
push for a comparison along this dimension.
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data, the Census data cannot distinguish trade
between a U.S. parent and its foreign affiliate
and a U.S. affiliate and its foreign parent, so
the relevant comparison is between all U.S. in-
trafirm trade in the BEA data and the related
party trade data.

Second, beginning in 2002, BEA collected
intrafirm trade data only from majority-owned
U.S. affiliates of foreign parents; prior to 2002,
BEA collected intrafirm trade data from all re-
porting U.S. affiliates. Intrafirm trade, however,
is predominately carried out by majority-owned
affiliates. I estimate intrafirm trade for minority-
owned affiliates from 2002–2012. The estima-
tion details are available in Ruhl (2013).

In figure 1, I plot associated party exports and
imports, as shares of total exports and imports,
for 1992–2012. In the export data in panel (a),
the two measures are similar. BEA-measured
intrafirm trade is larger than that measured by
Census in the early part of the sample, but the
gap closes and remains small from 2000 on. The
average absolute difference between the two se-
ries in panel (a) is 2.4 percent (of total exports),
and the average from 2000–2012 falls to 1.2 per-
cent. The largest difference between the two is
5.7 percent, occurring in 1994.

There is a larger divergence, however, in the
two measures of associated party imports in
panel (b). Beginning in the mid-1990s, the BEA
intrafirm trade data begins a decade-long de-
cline before leveling off at about 11 percent-
age points of total imports lower than the Cen-
sus measure. The average difference between
the two measures is 7.5 percent of total imports.
The gap widens monotonically (except during
2009): The largest difference, occurring in 2012,
is more than 13 percent.

The decrease in the importance of intrafirm
trade in the BEA data raises several questions.
The most obvious is: To what extent is this dif-
ference the result of systematic differences in
measurement or of conceptual issues in the con-
struction of the two datasets? One factor may be
the more inclusive definition of a related party
in the Census data. Besides the lower ownership
threshold (5 percent for Census imports versus
10 percent in the BEA surveys) related parties
may also be partners, employer and employee,
family members, and “[t]wo or more persons di-
rectly or indirectly controlling, controlled by, or

under common control with, any person.”6

Another possibility is systematic underreport-
ing or overreporting of associated party trade.
In the BEA data, smaller affiliates are required
to report less data, and the definition of a small
affiliate has been increasing over the sample pe-
riod.7 The quantitative importance of this pos-
sibility would depend on the extent to which
small affiliates increase their importance as trad-
ing partners within the multinational enterprise.
In the Census data, a potential issue is the mis-
coding of shipments — indicating that they oc-
curred between related parties when they did
not. Shipments to a U.S. firm from a foreign
contract manufacturer, for example, may be la-
beled as a related party transaction when neither
firm has an ownership stake in the other. The
rise in contract manufacturing over this period
is suggestive, but a study of the micro data that
underlie both of these datasets is needed.8

The behavior of the two measures during the
collapse of international trade in 2009 is also
potentially instructive. In 2009, total U.S. ex-
ports fell by 18 percent and total U.S. imports
fell by 24 percent. The growth rates of related
party trade were almost identical to the aggre-
gate growth rates, leaving the related party share
of trade mostly unchanged. Intrafirm trade,
however, fell by only 7 percent for exports and
13 percent for imports, generating the spikes in
figure 1. Why did intrafirm trade fall half as
much as related party trade during this period?
That the spike is common to both the export and
import data suggests that differences in owner-
ship cutoff levels is not likely to be the underly-
ing cause.

III. Bilateral Associated Party Trade

Differences in the measures of total associ-
ated party trade reflect differences in measure-
ment at the level of the country pair. In this sec-
tion, I consider how well associated party trade

619 U.S.C. §1401a(g)(G)
7In the 2012 benchmark, for example, a majority-owned for-

eign affiliate of a U.S. parent reported intrafirm trade if its total
assets, sales, or net income (or loss) were greater than 60 mil-
lion dollars (U.S. Bureau of Economic Analysis 2014). In the
1999 benchmark, this threshold was 7 million dollars (U.S. Bu-
reau of Economic Analysis 2004).

8Contract manufacturing, and the “factoryless goods pro-
ducer,” are difficult concepts to measure in the existing data. See
Kamal, Moulton and Ribarsky (2013) for more on this subject.
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(a) Total exports
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(b) Total imports

Figure 1. : Intrafirm trade and related party trade, as a share of total trade.

Note: The Census data are total related party trade, and the BEA data are total trade between U.S. parents and their foreign affiliates,
plus total trade between U.S. affiliates and their foreign parents. The series are expressed as shares of total U.S. exports and imports.
For a further description of these data, see Ruhl (2013).

is measured in U.S. bilateral trade with its ma-
jor trading partners. In addition to analyzing
the differences in measurement at the bilateral
level, I observe the stability of the two measures
over the sample. The full set of Census data is
available only after 2001; for the period prior
to 2001, I use the data reported in the Census
press releases. These earlier press releases re-
ported related party trade for only a limited sub-
set of trading partners, which restricts this analy-
sis to Canada, China, Europe (aggregate), Japan,
Mexico, South Korea, and Taiwan.

In the BEA data, the analysis is limited by the
availability of trade between the U.S. affiliates
of foreign parents: Intrafirm trade reported by
transacting countries is available only for bench-
mark years. This restricts my analysis to the
years 1992, 1997, 2002, and 2007. As in the ag-
gregate case, the intrafirm trade for affiliates that
are not majority-owned must be estimated. The
estimation details are available in Ruhl (2013).

For each country and year, I compute the share
of associated party trade as a fraction of the
bilateral pair’s total trade. The results are re-
ported in figure 2, where I have also plotted
the 45-degree line. Points that lie below the
45-degree line are country-year observations in
which the Census data measure a larger associ-
ated party share than is measured in the BEA
data. Take, for example, associated party ex-
ports from the United States to Mexico, the point

marked MEX97 in panel (a). As a share of to-
tal U.S. exports to Mexico, Census related party
trade is 0.44, while the BEA intrafirm trade
share is 0.30. The Census-measured share is
larger, but the two measures are similar.

Overall, as in the aggregate trade data, the
two measures of bilateral associated party trade
are similar. In the export data, the outlier is
Japan: The associated party trade share in U.S.
exports to Japan is almost twice as large in the
BEA-measured data compared to the Census-
measured data. Averaging across the observa-
tions per country pair, the differences between
the two measures for Canada and Taiwan are less
than 1 percent of their respective total trade flow;
for China, Europe, Korea, and Mexico, the dif-
ferences are less than 11 percent, while the dif-
ference for Japan is 28 percent of total exports
to Japan.

In the import data, the difference between the
two measures is, on average, less than 11 percent
for all of the bilateral flows, except for China (13
percent) and Mexico (27 percent).

For both imports and exports, the differences
in measurement are stable across time: A coun-
try’s associated party trade tends to either be al-
ways larger by one measure or clustered around
the 45-degree line.

Differences in measurement at the country
level are most important for the aggregate mea-
sures in figure 1 when these differences occur in
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Figure 2. : Intrafirm trade and related party trade, as a share of bilateral trade.

Note: The Census data are total related party trade, and the BEA data are total trade between U.S. parents and their foreign affiliates,
plus total trade between U.S. affiliates and their foreign parents. The series are expressed as shares of total U.S. exports and imports,
and the data points are reports for the years 1992, 1997, 2002, and 2007. For a further description of these data, see Ruhl (2013)

large trade flows. For U.S. imports, which dis-
play the largest differences in the aggregate, the
two trade flows with the greatest country-level
discrepancies are also some of the largest: U.S.
imports from China and Mexico. The timing is
suggestive as well: Much of the divergence in
associated party trade in imports occurred dur-
ing 1996–2006, the years in which Mexico and
China became important import sources for the
United States.

In order to analyze the bilateral trade mea-
sures further, I focus on 2002 — a year in which
both datasets report enough data — and ex-
pand the set of countries to include the United
States’ top 20 trading partners.9 These 20
countries account for 83 percent of total (im-
ports plus exports) U.S. trade in 2002. For ex-
ports, the 20 countries make up 89 percent of
BEA-measured intrafirm trade and 80 percent of
Census-measured related party trade. For im-
ports, the top 20 countries account for 98 per-
cent of intrafirm trade and 87 percent of related
party trade. Apparently, in the BEA data, asso-
ciated party trade is more concentrated in large
trade relationships.

9The countries are (in order of importance): Canada, Mex-
ico, Japan, China, Germany, United Kingdom, South Korea,
Taiwan, France, Malaysia, Italy, Singapore, Ireland, Nether-
lands, Brazil, Belgium, Hong Kong, Thailand, Australia, and
Venezuela. Data for Ireland are missing for U.S. exports, and
data for Venezuela are missing for U.S. imports.

In this extended group of countries, the ba-
sic intuition from before holds: Measuring the
largest trade relationships is most important for
measurements in the aggregate. Further, there
does not appear to be a systematic relationship
between the importance of a country in U.S.
trade and the difference in the two measures.
The correlation coefficient between a country’s
share of total U.S. exports and the difference be-
tween BEA and Census measures of associated
party export trade is –0.19; for U.S. imports, the
correlation coefficient is –0.07. The correlation
coefficient of the country’s share of exports and
the absolute value of the difference in measure-
ment is –0.25 and –0.11 for imports.

IV. Concluding Remarks

Multinational enterprises are, and will likely
continue to be, extremely important parts of the
global economy, and understanding how these
firms operate is an important research agenda.

The U.S. data present a unique ability to ex-
amine the measurement of associated party trade
using two independent data sources: measures
of associated party trade drawn from the related
party trade dataset complied by the U.S. Census
Bureau; and the intrafirm trade data compiled by
the Bureau of Economic Analysis. Comparing
the two, I find that they are in general agree-
ment. The differences that do exist suggest that
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further analysis of the micro data that underlie
these datasets is needed.
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