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1/ Introduction 

One of my American friends recently said to me, • Aldo, I 
bought an American 1V rather than a Japanese 1V because we 
have a terrible trade deficit. I found out later that the Ameri-
can set was made in Taiwan, and the Sony set that I decided 
I wouldn't buy was made in the United States." 

- Aldo Morita, chief executive of Sonyl 

Social circles being what they are, Mr. Morita's friend was 
probably not a trade unionist. Nonetheless, this anecdote captures 
the dilemma that the globalization of production presents for the 
U.S. labor movement in the last years of the twentieth century. 
Traditionally a strong supporter of protectionist trade policies and 
of "buying American,· organized labor has an ambiguous stance 
toward many recent international economic developments, and in 
particular toward the growth of direct foreign investment inside 
the U.S: Unionists who are opposed to imports might well boy-

'Direct investment and indirect (or portfolio) investment are the two 
basic types of foreign investment. Indirect investment involves foreign 
ownership of bank accounts, securities, or bonds of firms or governments. 
In contrast, direct investment involves foreign ownership of a controlling 
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cott Sony (or RCA) television sets produced abroad, but what if 
the Sony product is "Made in the U.S.A." by American workers? 
While frequently expressing concern about the export of jobs by 
American multinational corporations through the transfer of 
production operations to other countries, U.S. unions have been 
much more reticent about the rapidly growing presence of foreign 
capital inside this country. The tacit assumption seems to be that 
direct foreign investment in the U.S. has potentially positive 
effects. It can help to reduce the trade deficit, insofar as it 
involves production inside the U.S. of goods that would otherwise 
be imported; and it can help to offset the negative employment 
effect of direct investment abroad by U.S. flI111s, creating or 
preserving jobs in the domestic economy that otherwise might not 
exist. 

American labor's contradictory outlook toward international 
capital mobility-opposing outward but welcoming inward invest-
ment-reflects the fact that, in an age when capital is increasing-
ly organized on a transnational basis, labor itself remains funda-
mentally national in orientation. At the same time, the legacy of 
U.S. economic domination ofthe world economy in the recent past 
makes it difficult for many Americans (whether or not they have 
links to organized labor) to contemplate the possibility that the 
growth of foreign investment inside this country might signal 
national economic vulnerability-a common concern among 
citizens of other nations whose domestic economies depend 
extensively on foreign capital. Indeed, not only the labor move-
ment but also policymakers at all levels of government have 
welcomed the influx of investment from abroad with open arms. 
Far from exhibiting wariness, states and localities routinely 
compete to attract such investment, offering generous tax breaks 
and other incentives to the flI111S involved. Even some domestical-
ly owned flI111S have expressed a preference for direct investment 
in the U.S. over imports, since their foreign competitors producing 
within this country share a "level playing field" with similar 
production costs and similar workforces. 

Direct foreign investment in the U.S. economy has a long 
history, but its importance has grown dramatically in recent years, 

interest in a domestically based finn (which can come about through 
acquisition of a controlling interest in an existing firm, or creation of a 
new finn), or in a parcel of real estate. 
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rising 1458 percent between 1975 and 1990, when it exceeded 
$400 billion. In the same period, U.S. direct investment abroad, 
which totaled $421 billion in 1990, rose only 339 percent.2 In 
the 1980s, Japanese direct investment (JDI) in the U.S. increased 
particularly rapidly. (The even greater volume of Japanese 
portfolio investment, which is not examined in detail here, also 
skyrocketed in this In 1990, the last year for which data 
are available, Japan's cumulative U.S. direct investment holdings 
of $83.5 billion were second only to those of the United Kingdom 
($108.0 billion).4 And measured by the sales of their U.S. affili-
ates, the Japanese are already ahead of all other nations with 
direct investments in the U.S.s 

JDI assumes several distinct forms. Japanese investors have 
accumulated extensive holdings in U.S. real estate in recent years, 
especially prestige commercial properties in major cities. In 
addition, Japanese investors have acquired controlling interests in 
many existing U.S. firms (including such giants as entertainment 
conglomerate MeA, CBS Records, and Firestone Tire and Rubber) 
that were previously owned by domestic capital." Finally, many 
Japanese firms have set up sales, service, and manufacturing 
operations inside the U.S. as part of an "export substitution 

stimulated by shifts in the dollar-yen exchange rate and 
by the political repercussions of the trade imbalance between the 
U.S. and Japan. 

The growth of JDI, like the broader internationalization of 
the economy of which it is a part, poses new problems for the 
labor movement. So far, however, these problems have attracted 
relatively little attention. Perhaps one reason for this is that, 
despite the widespread expectation that JDI would generate job 
growth, the number of U.S. residents who are directly employed 
by Japanese-owned companies remains surprisingly small-just 
over 500,000 people in 1989, the most recent year for which data 
are available. Firms based in the United Kingdom and in Canada 
both employ more people in this country than do firms based in 
Japan. But jobs in foreign-owned firms from all countries account 

"The U.S. goveII11tJ.ent data (cited in the preceding paragraph and 
later in this study) include as part of JDI any U.S. business enterprise in 
Which a Japanese person or firm, or the Japanese government, holds a 10 
percent interest or greater. In most cases, however, the interest held is 
much larger than 10 percent. 










