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Intrafirm Trade of US MNCs: Findings
and Implications for Models and
Policies Toward Trade and Investment

SUSAN E. FEINBERG and MICHAEL P. KEANE

A large literature on spillovers from foreign direct investment (FDI) uses
aggregate indicators of foreign activity in local markets to evaluate whether
FDl s beneficial to host countries. Across many different contexts, researchers
have found mixed results on whether FDI generates positive spillovers that
improve the efficiency of host country economies. We argue that the incon-
clusive results of previous econometric studies on FDI spillovers may be due
to the significant heterogeneity in MINC affiliate activity, which researchers
have largely ignored. Indeed, FDI can take many forms, including passive
foreign minority ownership, “screwdriver” plants, or research and develop-
ment labs. The degree to which FDI benefits a host country should depend
critically on the nature of the foreign activity in the local market.

We examine one source of important heterogeneity in foreign affiliate
activity—specifically, whether multinational corporations (MNCs) that are
organized to trade intrafirm in developing countries operate differently from
MNCs with little or no intrafirm trade (IFT). In a descriptive analysis of affil-
iate activity in 49 developing countries from 1983 to 1996, we find that MINC
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