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2/ Economic Globalization and 
Export Substitution Industry: 
The Growth ofJapanese 
Direct Investment in the u.S. 

The U.S. became a strong magnet for foreign direct 
investment (FDI), and Japanese direct investment (JDI) in 
particular, in the 1970s and 1980s. This signaled the culmination 
of a series of major changes in the status of the U.S. in the post
World War II international political economy. While in the 
immediate aftermath of the war the U.S. had enjoyed unchal. 
lenged world hegemony, in later years the recovery of the war
ravaged economies of Western Europe and Japan generated in
creased global competition. Simultaneously, challenges to U.S. 
domination came from the Third World, symbolized above all by 
the defeat of the U.S. in Vietnam and the oil crises of the 1970s. 
As the global influence of the u.s. waned, its domestic industries 
were transformed by the worldwide drift toward economic interna
tionalization. With the emergence of cheaper communication and 
transportation, together with new production technologies, manu
facturing firms increasingly organized their operations on a world 
scale, generating new industrialization in underdeveloped nations 
as capital migrated away from older industrial centers. 

As these developments began to take shape in the 1970s, a 
number of commentators argued that economic globalization 
would enhance the power of transnational corporations, posing 
serious problems for the domestic political economy of the U.S. 
For example, Richard J. Barnet and Ronald E. MUller warned in 
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1974 of the impending "LatinAmericanization of the United 
States." As industrial production-much of it controlled by U.S.
based multinationals-moved to the Third World, they noted, the 
U.S. was increasingly faced with the classical dilemma of under
developed nations: it was becoming more and more dependent on 
exports of primary products to maintain its balance of payments 
while increasingly importing manufactured goods. Barnet and 
MUller also pointed to the growing polarization of income 
distribution and the expanding political power of corporations in 
the U.S. as symptoms of "LatinAmericanization." In an especially 
prescient chapter, they suggested that the accelerating 
international mobility of capital was undermining the power of 
organized labor in the U.S., creating a new imperative for 
transnational forms of unionism.1 

Barnet and MUller were primarily concerned with the 
growing power of U.S.-based multinationals and their increased 
investments abroad, rather than with investment inside the U.S. by 
multinationals based elsewhere. However, foreign investment in 
the U.S. also grew rapidly in the 19705. It attracted little attention 
inside the country at that time, but commentators across the 
Atlantic took note of it as they analyzed the impact of increased 
international capital mobility on the advanced industrialized 
countries of Western Europe. While they focused primarily on the 
export of capital by European transnationals to the newly 
industrialized countries of the Third World, by the late 1970s a 
group of West German analysts was able to show that the U.S. 
was also emerging as an attractive site for direct investment by 
European firms. In their book The New International Division of 
Labour, which analyzed the causes and consequences of the new 
capital hyperrijobility, Folker Frobel and his colleagues identified 
the reasons for the U.S.'s enhanced appeal to European investors. 
North America offered various advantages they lacked at home, 
including: 

skilled and often non-trade union organised workers, good 
sites for export-oriented production, indirect and direct 
government investment assistance, 'political stability,' and, in 
addition, the great importance of the U.S. domestic market. 
. .. u.s. companies have on average relocated their produc
tion to quite a considerable extent. .. to the new sites 
abroad. This has led to the creation of chronically high open 
and hidden unemployment and stagnating or falling real 
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I1I 
1 II soared during the 1980s. By 1990 it stood at $83.5 billion, 
I 	 1'1 according to U.S. Department of Commerce figures. That was 
I 	 I" almost four times the level of U.S. direct investment in Japan and 

1;:1 nearly one-third the total level of direct investment in the U.S. 
II1I from all the nations of Western Europe combined (compared to 
I!,I less than one-tenth the European total as recently as 1980). By
III! 1990, as Table 2 shows, among individual countries with direct 

·I!II investments in the U.S., Japan ranked second (to the U.K.), while 
I III' only nine years before it had ranked seventh. If recent trends 

ill continue, Japan will soon be in first place. 
II! JDI is present in many different sectors of the U.S. economy, 

1 

from manufacturing, real estate, and banking, to wholesale and 
1: 1 retail trade. Throughout the 1980s, manufacturing accounted for 
III about 20 percent of the total, growing as rapidly as JDI in general. 

II Over 9 percent of all FDI in U.S. manufacturing originated in 
III Japan in 1990, compared to 5 percent as recently as 1987.6 

The U.S. has long been the location of choice for Japanese 
direct investors, accounting for over a fifth of all JDI worldwide by 
1975, according to Japanese government data.7 As Table 3 
shows, the U.S. share has increased steadily ever since, even as JDI 
worldwide has skyrocketed. World JDI grew over 850 percent 
between 1980 and 1990, while JDI in the U.S. grew nearly 1500 
percent in the same ten-year period. The U.S. share of worldwide 
JDI expanded from 24 percent of world JDI in 1980 to 42 percent 
in 1990. The rise was even sharper in manufacturing: the North 
American proportion of worldwide manufacturing JDI grew from 
19 percent in 1980 to 49 percent in 1990.8 By 1990, Japan had 
invested $40.3 billion in North American manufacturing, more 
than twice the level of manufacturing JDI in all of Asia ($18.7 
billion, excluding Japan itself) and over three times the level in 
Europe ($12.5 billion).9 

As JDI in North American manufacturing grew, it underwent 
a radical change in composition. At the beginning of the 1970s, 
the vast bulk (78 percent) of manufacturing JDI in North America 
involved the wood products industry (lumber and pulp). As Table 
4 shows, however, a decade later JDI in North American manufac
turing had become much more diversified, with wood products 
accounting for only 13 percent of the total and electrical products 
in the lead with 24 percent. By 1990, after a dramatic twentyfold 
increase in JDI in North American manufacturing since 1979, the 
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Table 2 

Foreign Direct Investment Position in the U.S., 1980 and 1990, 
for Largest Ten Investing Countries 

Country 1980 1990 

MillioDiof 
uss 

u" of 
total 

1980 
I'IIDk 

MiIliOllB of 
US S 

u " of total 1990 
I'IIDk 

United 
KiDldom 

$14,105 I'" 2 Sl08,055 2'" I 

lipID 4,723 6 7 83,498 21 2 

Nelberlaoda 19,140 23 I 64,333 16 3 

(Well) 
Gormony" 

7,596 9 4 27,nO 7 4 

Caaoda 12,162 15 3 27,733 7 5 

Fraoce 3,731 4 8 19,550 5 6 

Switzo,luuI 5,070 6 6 17,512 4 7 

Duldl 
ADtiU.. 

6,651 8 5 11,150 3 8 

SwodeD 1,670 2 10 5,450 I 9 

Belgium I,BlS' 2 9 4,230 I 10 

All Countriea 83,046' 100" 403,735' 100"

aFor 1980, West Gennany only; for 1990, reunified Gennany. 


bIncludes Luxembourg. 


"Totals do not add to 100 percent because not all countries are shown. 


Sounrs: U.S. Dept. of Commerce, Survey o/Current Business, June 1991, p. 32; U.S. 

Dept. of Commerce, International Trade Administration, Intemational Direct Invest
ment: Global Trends and the U.S. Role (1988), p. 116. 
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Table 3 

Japanese Direct Investtnent in the U.S. and Worldwide. 

Cumulative Totals for 1975-90, Selected Years 


(in $ US million) 


Yea", 
(Cumul.

live 
ToIIIls) 

101 in 
!he u.s. 

JDJ 
World
wide 

IDIUS .. 
" of Total 
JDJ 

Manuf_ 
turinllIDI in 
North 
Ameri<;a' 

Manufacrur
inII JDJ 
Worldwide 

Mfll.IDI in 
N.Ameri<;a 

.. " of all 
MflIDI' 

FY 1951
1975 

3,418 15,943 21.5" 814 5,037 16.1 " 

FY 1951
1979 

7,394 31,804 23.2" 2,030 10,867 18.7" 

FY 1951
1980 

8,878 36,497 24.3" 2,428 12.573 19.3 " 

FY 1951
1981 

11,207 45,403 24.'" 3,408 14,853 22.9" 

FY 1951
1982 

13,970 53,131 26.3" 4,250 16,952 25.1 " 

FY 1951
1983 

16,535 61,276 27.0" 5,241 19.542 26.8" 

FY 1951
1984 

19.894 71,431 27.9" 6,483 22,048 29.4" 

FY 1951
1985 

25.290 83.649 30.2" 7.707 24,400 31.6" 

FY 1951
1986 

35,455 105,970 33.5" 9,906 28,206 35.1 " 

FY 1951
1987 

50,1S9 139,334 36.0" 14,753 36,038 40.9" 

FY 1951
1988 

71,860 186,356 38.6" 23,944 49,843 48.0" 

FY 1951
1989 

104,400 253,896 41.1" 33,529 66,127 50.7" 

FY 1951
1990 

130,529 310,808 42.0" 40,322 81.613 49.4" 

8Data in right half of table include U.S. and Canada. 

Somas: All years in left half of table and data for FY 1951-79 through FY 1951-82 
and FY 1951-90 in right half of table are from Japan Ministry of Finance, Institute 
of Fiscal and Monetary Policy, Monthly Finance Review, various issues, This 
publication does not include a breakdown by region and economic sector for the 
period before FY 1979 or for the years FY 1983-87. FY 1987 data are from Hiroki 
Sakamoto, HJapan's Outward and Inward PDI,H The Centre on Transnational Corpora
tions Reporter (United Nations, New York), no. 27 (Spring 1989), p. 65. Data for 
other years are derived from TSQshO SangyOshO SangyO Seisakukyoku Kokusai 
KigyO-ka (Mm), Waga Kuni Kigy(J no kaigai jigy(J katsuM, v. 16 (Tokyo: Keibun 
Shuppan, 1988), pp. 132-135. 
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Table 4 

Composition of Japanese Direct Investtnent in North American 
Manufacturing, FY 1951-69, FY 1951-79, and FY 1951-90 

(Cumulative totals, in SUS million) 

Period FY 1951-69 FY 1951-79 FY 1951-90 

IDdustry Amou.nt Percent" Amount Percent" AmoWlt Percent" 

Foodstuffs $U 1% $180 9% $1,831 5% 

Tutiles 3.0 2 167 8 759 2 

Lumbot & pulp 125.3 78 269 13 2,061 5 

Qemical. 9.9 6 230 11 4,824 12 

Meta1s 0.9 1 323 16 4,183 10 

Machinery 2.7 2 189 9 3,973 10 

Electrical 0.3 - 495 24 11,099 28 

equipment 

Transportation 15.0 9 71 4 5,030 12 

equipment 

Olhet 1.3 1 105 5 6,563 16 

Total $160.2 100% $2,030 100% $40,322 100" 

"Totals may not add to 100 percent due to rounding. 

Soun:cs: FY 1951-69: Charles Sebestyen, The Outward Urge: Japanese Investment 
World-Wide (London: The Economist Intelligence Unit Ltd., 1972), p. 20; FY 1951
79 and FY 1951-90: Japan Ministry of Finance, Institute of Fiscal and Monetary 
Policy, Monthly Finance Review, August 1980, p. 18, and June 1991, p. 22. 
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transportation equipment industry was in second place, but electri
cal products retained their strong lead. 

Explaining the Growth of JDI 

What explains the spectacular rise in the export of capital to 
the U.S. from Japan in the 198051 The success of export-oriented 
industrialization in Japan in the 19605 and 1970s generated 
enormous amounts of capital, which made extensive direct 
investment abroad possible. As the largest single market for 
Japanese products, the U.S. became an especially attractive site for 
JDI. The growing trade frictions between the U.S. and Japan 
played a critical role here, for JDI served as a preemptive strike 
against prcttectionism. When the U.S. attempted to alleviate its 
trade deficit by manipulating the value of the dollar in the mid
1980s, the result was a dramatic cheapening of production costs 
and of U.S. assets generally for foreign investors, further 
accelerating the growth of JDI. In addition, labor conditions in 
the U.S. made it attractive to foreign investors. By the late 1980s, 
wages were only slighdy higher than in Japan, unionization rates 
were low by any standard, and labor appeared generally more 
tractable than in other nations with developed economies. 

Trade Friction and the Fear of Protectionism. The initial 
growth of JDI took place in the context of the broader internation
alization ofproduction. New production technologies and cheaper 
transportation and communication accelerated the flow of capital 
across national borders in the 19705 and 19805. Indeed, at the 
same time that foreign capital was penetrating the U.S. at an 
unprecedented rate, domestic capital was leaving the country in 
search of new markets and lower production costs. In this period, 
capital flows into the U.S. accelerated rapidly, coming not only 
from Japan but also from Europe and even from the newly indus
trializing countries of the Third World. to (See Table 1.) Japan's 
export-led growth in the 19605 and 19705 had established vast 
demand inside the U.S. for Japanese consumer goods, especially 
automobiles and electronics, so that JDI in the U.S. grew especially 
rapidly. 

Nations with large internal markets have always been attrac
tive sites for FOI, especially in the manufacturing sector. For this 
reason FDI tends to be disproportionately concentrated in 
advanced or developed nations, even though its effects in the 
Third World often receive more attention. The U.S., with the 
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world's largest domestic market, proved to be a natural magnet for 
the Japanese capital that accumulated so rapidly in the 19705 and 
19805. The longstanding prestige of the U.S. as a market for 
Japanese goods, dating back to the American victory over Japan 
in the second World War and the U.S.'s unquestioned economic 
supremacy in the immediate postwar period, reinforced the 
attractiveness of the U.S. In the 19605, when Japanese exports to 
the U.S. began their rapid growth, the mark of success and 
prestige for a Japanese flIlIl was to be able to sell its products to 
consumers in the U.S. on a large scale. By the 1970s and 1980s, 
when Japanese investors were expanding their holdings around 
the world, the U.S. quickly emerged as the most prestigious site 
for JDI. Since by then Japanese manufactured goods were already 
being sold in vast quantities in the U.S. market, the new 
investment involved relatively low risks. 

As the U.S.-Japan trade deficit widened in the 19705 and 
19805, the specter of protectionism posed an increasingly serious 
problem for which JDI quickly emerged as an acceptable solution. 
Much of the new JDI, especially in manufacturing, was essentially 
export substitution, whereby Japanese flIlIlS transferred production 
to the U.S. of goods that were formerly made in Japan and 
exported to the U.S. In contrast to the import substitution 
industry that developed in the Third World in earlier decades, here 
it was the investing country rather than the host that took the 
initiative in making the switch from exports to direct investment. 
JDI was designed on the Japanese side as a means of undercutting 
potential protectionism; unlike import restraints, it was not 
explicidy demanded by the U.S. Nevertheless, the shift from trade 
to JDI garnered widespread political support in the U.S. Although 
there was ongoing American concern about the trade deficit, and 
continuing pressure to restrict imports, there was no significant 
opposition to the growth of JDI; on the contrary, it was widely 
embraced as a welcome solution to the nation's trade problems. 

The Devaluation of the Dollar. In the 19805, which opened 
with the most severe recession since the Great Depression and 
which then brought unprecedented trade and budget deficits, more 
"and more Americans began to realize that the U.S. faced serious 
problems in relation to the international economy. In the middle 
of the decade, the Reagan administration turned to a strategy of 
manipulating currency values to attack the trade deficit, hoping 
that by depressing the value of the U.S. dollar on world markets 
it would make imports more expensive and exports cheaper. In 
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the mid-19805, therefore, the U.S. government deliberately 
devaluated the dollar, halving its value in relation to the yen and 
reducing it against most other major currencies as well in a few 
short years, as Table 5 shows. While it did help boost U.S. exports 
to some degree, as a strategy to resolve the import problem, the 
devaluation was a dismal failure. The dollar had already declined 
in value in relation to the Japanese yen and the German mark 
during the 19705, yet the U.S.'s historical trade surplus had been 
replaced by a trade deficit in that very decade. By the time the 
government devaluated the dollar in the mid-19805, many popular 
imported products-such as videocassette recorders and other 
consumer electronics-were not even manufactured in the U.S. 
and thus continued to be imported regardless of price. Besides, 
many firms exporting to the U.S. (especially the Japanese) 
adjusted their prices downward to help compensate for the decline 
in the dollar's value, successfully retaining their U.S. markets. 
Thus imports continued to increase despite the devaluation. 

In addition, the devaluation of the dollar had another crucial 
(though almost surely unintended) effect on the economic position 
of the U.S. The cost of direct investment in the U.S. was literally 
cut in half for the Japanese (and Germans) between 1984 and 
1987, accelerating the existing trend toward growth of JDI and 
inward investment more generally. Foreign investors moved in 
rapidly in the late 1980s, acquiring existing firms, purchasing real 
estate, and setting up entirely new operations-all at bargain 
prices. The Japanese increased their holdings especially rapidly, 
spurred by the fear of protectionism as well as the reduced costs 
of doing business in North America. Indeed, as the New York Times 
put it in a recent front-page story, "the United States, long derided 
as an industrial has-been, has become one of the world's low-cost 
manufacturers."II 

Labor Costs and Labor Climate. Labor and compensation 
costs-that is, wages and benefits-in the U.S., although still 
high by world standards, rose less rapidly than did those in many 
other developed countries in the 1970s and 19805. As a result, 
while in the 1960s U.S. workers were better compensated than 
those in virtually all other nations, by 1988, workers in West 

I Germany, Belgium, the Netherlands, and all of Scandinavia had 
higher compensation rates than those in the U.S. 12 Even in those 
developed countries where compensation levels remain lower than 

I in the U.S., they have generally increased faster than in the U.S. 

I 
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Table 5 


Exchange Rates, 1965-90, Selected Years 

Mid-point (Average of Buying and Selling Rates) at Year-end 

Year Yen per 
U.S. Dollar 

Pounds per 
U.S. Dollar 

D-Marks per 
U.S. Dollar 

1965 i 361 £.36 4.01 DM 

1970 358 .42 3.65 

1975 305 .49 2.62 

1980 203 .42 1.96 

1981 220 .52 2.26 

1982 235 .62 2.38 

1983 232 .69 2.72 

1984 251 .87 3.15 

1985 201 .69 2.46 

1986 159 .68 1.94 

1987 124 .53 1.58 

1988 126 .55 1.78 

1989 143 .62 1.70 
, 

1990 134 .52 1.49 

Soun:es: United Nations, Statistical Yearbook, and United Nations, Monthly Bulletin 
0/ Statistics, various issues. 
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Europe (where vacations and other leaves are customarily far 
longer), and are exceeded only in Japan itself.16 While unem
ployment is low in the U.S. compared to Western Europe, the 
official figures shown in Table 6 do not include "discouraged 
workers"; even excluding them, unemployment in the U.S. is twice 
the Japanese level. The available supply of labor for manufac
turing industry is further amplified by surging immigration 
combined with the decline of domestic manufacturing. 

Another major attraction of the U.S., from the viewpoint of 
foreign investors, is the low, and rapidly declining, rate of union 
membership. For many decades, the U.S. had lower union density 
than most other developed nations, but in the 1970s and 1980s its 
already low unionization rate declined dramatically, both in 
absolute terms and relative to the worldwide deunionization of the 
1980s. The aggregate figures shown in Table 6 conceal an even 
steeper decline in private sector unionization, which had fallen to 
12 percent (for nonfarm wage and salary workers) by 1990. In 
manufacturing, the rate remains higher than for U.S. workers 
generally, with 21 percent unionized in 1990, but this is still a low 
figure by international standards.17 The U.S. also compares 
favorably-from an investor's perspective-to many other coun
tries in regard to time lost to work stoppages: of the countries 
shown in Table 6, only West Germany and Japan lost fewer hours 
per worker. 

To sum up, there are several reasons for the U.S.'s recent 
emergence as a key site for Japanese export substitution industry. 
First and foremost is the vast North American internal market and 
the desire of Japanese firms to preempt potential protectionism. 
The declining value of the dollar in relation to the yen further 
enhanced the appeal of the U.S. to Japanese investors. Finally, the 
relative decline in labor costs and other characteristics of the labor 
climate-indeed the very factors Frobel et al. pointed out in the 
extract quoted earlier-also helped stimulate the rapid growth of 
JDI in the past decade. 

The Open Door: Public Attitudes and State Policy on JDI 

Because of the enormous economic strength of the U.S. in 
past years, the possibility that direct investment could pose a 
threat to the economic integrity or national security of the U.S. 
simply did not occur to most of its policymakers until quite 
recently. Even the recognition that the U.S. had declined 
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economically relative to other nations came belatedly. Clyde 
Prestowitz, Jr., a leading trade negotiator for the U.S. during the 
Reagan administration, recalls that when he began his assignment 
ill 1981, the Japanese were well aware of the relative decline of 
the U.S. economy, but "what was clear in Tokyo was less so in 
washington. The first task was to convince anyone there might 
be a problem."18 The arrogance of U.S. elites, rooted in decades 
of past hegemony, made the nation unusually vulnerable in the 
face of rapidly changing economic circumstances. 

Among the wider popUlation, however, awareness of the 
deterioration of the international economic position of the U.S. 
and of the growth of JDI has been growing rapidly. An August 
1989 Business Week poll found that 64 percent of the adults 
surveyed believe that the U.S. economy will be "dominated by 
foreign companies· by the end of the century. 19 In a survey 
conducted earlier that year by the Washington Post, 54 percent of 
those interviewed named Japan as "the strongest economic power 
in the world today," while only 29 percent named the U.S.20 
Similarly, when asked by the Wall Street Journal in early 1990 
whether Japan, the U.S., or Germany had the strongest overall 
economy, 69 percent of the American voters polled chose Japan, 
17 percent the U.S., and 9 percent Germany. (In contrast, SO 
percent of Japanese respondents chose the U.S., 43 percent Japan, 
and 2 percent Germany.)21 

These polls also expose the growing public concern about the 
recent growth of foreign investment in the U.S. and about JDI in 
particular. Among the American voters polled by the Wall Street 
Journal in 1990,69 percent felt that Japan invests "too much" in 
the U.S.22 Similarly, a New York Times poll conducted the same 
year found widespread public hostility toward JDI: 64 percent of 
respondents said that Japanese investment is "a threat to American 
economic independence." Significantly, however, only SO percent 
felt this way about investment from the Middle East, and only 37 
percent about European investment.23 The polls themselves offer 
no clue as to whether the particularly negative quality of attitudes 
toward JDI is due to racism, or, alternatively, simply reflects the 
more extensive media coverage of Japanese investment relative to 
that from other areas of the world. 

A more detailed set of public opinion data on JDI was col
lected in a 1988 poll of California, Michigan and Tennessee (all 
states with substantial amounts of JDI) sponsored by the Japan 
Society. Three groups were surveyed: the general public, 

http:investment.23
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"community leaders" (mostly from business, government, the 
media and academia), and employees of Japanese-owned firmS.24 
Table 7 summarizes some of the findings, revealing considerable 
public ambivalence toward JDI. More than half (60 percent) of 
the respondents in the public sample who expressed an opinion 
saw JDI as "good for the American economy"; yet almost three
quarters (72 percent) of those with an opinion saw it as causing 
"the U.S. to lose its economic independence." Despite such 
apparently contradictory sentiments, like the other polls cited, this 
one suggests that by the late 1980s there was substantial public 
discomfort with the growth of JDI. This poll is also of interest for 
the systematic differences it found among the three groups 
surveyed. The employees of Japanese-owned firms were the least 
critical of JOI, perhaps because it is tied so directly to their 
personal economic interests. The community leaders were also 
much more favorably disposed toward JDI than the general public, 
especially on the question of whether it should be restricted in the 
future. 

. Other survey data confirm the impression this poll suggests, 
namely that elites view foreign investment more positively than 
the general public does. A Gallup poll conducted for Times Mirror 
in January-February 1989 found that while 70 percent of the 
general public sampled felt that foreign ownership of companies 
in the U.S. was "a bad thing," only 26 percent of the "opinion 
leaders" surveyed in the same poll had this view.2S An extensive 
study of elite and mass opinion conducted by Smick-Medley 
International drew similar conclusions. Forty-five percent of the 
"mass" sample said they thought foreign investment in American 
manufacturing companies was "bad," but only 5 percent of the 
elite sample agreed. This same study found that 78 percent of the 
mass sample favored legal limitations on foreign investment and 
40 percent favored a complete ban on further foreign investment. 
In contrast, only 13 percent of the elite sample were favorably 
disposed toward the general idea of limiting foreign investment, 
and only 1 percent supported a complete ban.26 Similarly, a 
1987 survey of corporate chief executive officers conducted by 
Yankelovich, Clancy, and Shulman, found that only 15 percent of 
those polled thought that Congress should limit foreign investment 
in American companies.27 

U.S. government policy toward foreign investment within the 
nation's borders reflects the views of elites rather than those of the 
wider population. The popular discomfort with FDI has yet to 
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Table 7 

Public Opinion on Japanese Direct Investment in California, 
Michigan, and Tennessee, Selected Results, 1988 

• 	 "1apanese direct investment causes the U.S. to lose its economic independence." 

Public Leaders Employees 


Agree 
 45.0% 39.9% 26.6% 


Disagree 
 29.4 38.2 51.9 

• "The U.S. should make it more difficult for the 1apanese to make direct investments 
in this country in the future. " 

Public Leaders Employees 


Agree 
 35.8% 26.9% . 19.7% 


Disagree 
 31.7 49.1 55.7 

• 	 "1apanese direct investment should be slowed down." 

Public Employees 


Agree 


Leaders 

41.6% 33.7% 20.9% 


Disagree 
 20.6 36.731.3 

• 	 "1apanese direct investment is good for the American economy." 

Public Leaders Employees 


Agree 
 44.1% 53.6% 68.4% 


Disagree 
 17.1 16.4 

Nok:: Totals do not add to 100 percent because respondents who were neutral or 
bad no opinion on the statements are not shown. 

Soun:e: Duane Kujawa and Daniel Bob, American Public Opinion on Japanese Direct 
Investment (New York: The Japan Society, July 1988), pp. 15, 21, 34. 
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Salaried and Machine and Furniture Workers OUE) in his recent 
Congressional testimony regarding government-sponsored research 
on high-defmition television: 

American workers and their unions would prefer that foreign
owned firms with a commitment to creating Americanjobs be 
allowed to participate in these government programs, rather 
than American-owned firms without such a commitment. 
Many so-called 'U.S. firms' haw already moved much of their 
production and jobs to their Mexican maquiladoras or 
elsewhere in the Third World where their workers are paid 
slave wages or lower.034 

The automobile industry, where JDI has had a particularlY 
extensive impact, offers an interesting example of the evolution of 
union attitudes toward international investment flows beyond this 
basic starting point. Back in the mid-1970s, when car imports 
were first beginning to seriously erode the domestic automakers' 
market share, the United Auto Workers' union (UAW) actively 
urged the Japanese to build auto assembly plants in the U.S. The 
hope was to maximize the number of auto industry jobs in this 
country, jobs that the UAW assumed-wrongly, as it turned 
out-would be held exclusively by its members.3s With the 
rapid expansion of Japanese-owned auto manufacturing in the U.S. 
during the 1980s, however, the union began to lose its fonner 
enthusiasm for JDI. Because of the greater efficiency of Japanese
owned auto assembly plants and because they import more parts 
and components than U.S. automakers do, the union claims that 
JDI has actually resulted in a net loss ofjobs in the domestic auto 
industry.36 The UAW therefore has pressed for "domestic 
content" legislation requiring that both the Japanese-owned and 
the domestic auto firms increase the proportion of U.S.-made 
components in their automobiles.31 And against the background 
of the failure of its recent efforts to unionize the Japanese-owned 
auto "transplants" in Ohio and Tennessee, the UAW has come full 
circle, explicitly criticizing the very JDI it had actively promoted in 
the 1970s as "an unprecedented assault on our nation's industrial 
core," and calling for government intervention to protect the 
domestic industry.38 

The apparent anti-unionism of many foreign-owned fll1l1s 
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1988 convention, the Industrial Union Department OUD) of the 
AFL-CIO passed a resolution on "The Role of Foreign Investments 
in U.S. Economic and Political Life" which endorsed POI as 
economically beneficial to u.s. workers, but at the same time 
pointed to the dangers it poses for the labor movement: 

The inflow of foreign investment dollars can supplement 
domestic investment and create U.S. productive capacity to 
replace imports and utilize new technology. Increased 
employment at good wages can result. 

But the foreigners may be getting more from their invest
ments in the U.S. than is wise for us to give....The first 
concern of workers about foreign-owned companies is that 
they can undermine American social standards-particularly 
by fighting workers' efforts to organize a union. . . . 

American citizens have a right to demand that foreign 
companies not undermine American social and workplace 
standards, whether environmental standards, equal oppor
tunity, or consumer protection. American workers in parti
cular have a right to demand that foreign-owned companies 
meet the highest-not the lowest--6tandards of corporate 
behavior in respecting workers' rights.39 

Both the IUD and the AFL·CIO as a whole have pressed for 
legislation requiring greater disclosure and monitoring of foreign 
investment holdings in the U.S., although they have not endorsed 
outright restrictions on such inward flows.<40 As a IUD discussion 
paper explains, disclosure requirements can be very important in 
the context of union organizing efforts. 

There have been some foreign-owned corporations which haw 
followed the worst practices of the most anti-union and anti
social domestic companies.... If these were domestic 
corporations, workers and their unions could take whatever 
steps were possible within the law to win collective bargaining 
and improve their conditions. In the case of foreign-owned 
corporations, however, some of these steps are difficult if not 
impossible. In many cases, basic policy decisions are made in 
the home countIy, and trying to influence U.S. based manage
ment can be futile. Also, foreign-owned companies are not 
required to provide the same extent of information as domestic 
companies ... and as a result strategic planning is made more 
difficult.... It is important to have sufficient information and 
the proper contacts so that management cannot avoid respon
sibility and accountability.41 

operating in the U.S. has emerged as a central concern not only In short, organized labor seems prepared to accept increased 
for the UAW but for organized labor more generally. Thus at its FDI provided that disclosure requirements are increased and the 

~ ;,';)".. 


http:accountability.41
http:rights.39
http:industry.38
http:automobiles.31
http:industry.36
http:members.3s


34 Japan's Califomia Factories 

flnns involved respect existing U.S. labor laws. The general public 
is far more concerned than most unions appear to be about the 
overall economic effects of POI; labor's concern focuses 
instead-as one might expect-on the impact of POI on the 
quantity and quality of jobs for the nation's workers. Yet the fact 
that the UAW, which represents workers in the unionized industry 
most affected by JDI (autos), has changed from an advocate to a 
critic of the phenomenon, suggests that as POI continues to grow, 
organized labor may have second thoughts about its implications 
for workers, for unions, and for the nation's economy. 
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