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I. INTRODUCTION

The most comprehensive and detailed source of information on
foreign direct investment in the United States presently available
is the United States Department of Commerce, Bureau of Eco-
nomic Analysis (BEA) benchmark survey of Foreign Direct In-
vestment in the United States, 1980.1 The survey is based on

* Dr. Suzman is Vice President and Educational Program Director at the
Southern Center for International Studies, Atlanta, Ga., and part-time associate
professor at the Georgia Institute of Technology.

** Mr. Heslin is a research assistant at the Southern Center for International
Studies and a Masters in Business candidate at Mercer University.

1. BUREAU OF ECONOMIC ANALYSIS, U.S. DEPARTMENT OF COMMERCE, FOREIGN
DIRECT INVESTMENT IN THE UNITED STATES, 1980, (1983) [hereinafter cited as
1980 SuRVEY]. It is not within the scope of this article to examine all implica-
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mandatory reporting by United States affiliates of foreign parents
under terms of the International Investment Survey Act of 1976.2

Following the previous benchmark survey in 1974,3 the South-
ern Center for International Studies obtained unpublished data
on the twelve Southeastern States" for 1977 and 1979 from the
BEA and reported on this data in an earlier article.5 For this
analysis, comparable unpublished state data again were obtained
from the BEA for 1982. More current information is compiled by
the individual states, but is unfortunately inconsistent with BEA
data and is also inconsistent between states (except perhaps for
employment) because investment values are compiled differently.
Therefore, it is not possible to use this data for comparative
purposes.

Further problems of measurement exist because the annual
BEA data generally reflect investment "position," which is the
"book value of foreign direct investors' equity in, and net out-
standing loans to, their United States affiliates." Thus, the BEA
position measures net claims of foreign direct investors on their
United States affiliates without measuring assets of the affiliates.
The benchmark surveys,7 however, report total assets as well as
gross book value of property, plant and equipment (P,P&E) with
only these latter figures reported by states. This analysis, there-
fore, examines national data in terms of position, while state data
is studied in terms of gross book value of P,P&E. Table 1 shows

tions of data presented in this survey. Figures discussed are necessary back-
ground to this article's major focus of foreign direct investment trends in the
southeastern United States.

2. 22 U.S.C. §§ 3101-3108 (1982 & Supp. 1985).
3. Data from the 1974 benchmark survey are compiled in 2 U.S. DEPARTMENT

OF COMMERCE, FOREIGN DIRECT INVESTMENT IN THE UNITED STATES (1975) [here-
inafter cited as 1974 SURVEY].

4. Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi,
North Carolina, South Carolina, Tennessee, Virginia and West Virginia.

5. Suzman, Foreign Direct Investment in the Southeast United States: A
Comparative Analysis, in INTERNATIONAL TRADE ADMImSTRATION, U.S. DEPART-
MENT OF COMMERCE, THE COSTS AND BENEFITS OF FOREIGN INVESTMENT FROM A

STATE PERSPECTIVE 1-32 (C. Suzman ed. 1982) [hereinafter cited as INT'L TRADE
ADMIN.].

6. Although national data for 1983 has been reported, it was not reported by
state. See Belli, Foreign Direct Investment in the United States in 1983, in
DEPARTMENT OF COMMERCE, SURVEY OF CURRENT BUSINESS, at 26 & n.1 (Oct.
1984).

7. See supra notes 1 and 3 and accompanying text.
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CURRENT TRENDS IN FOREIGN INVESTMENT

these three investment measures together with employment num-
bers for nonbank United States affiliates by country of ultimate
beneficial owner.

In addition to examining recent trends in foreign direct invest-
ment in the twelve Southeastern States, the final section of this
paper will discuss the further need to examine the impact of for-
eign investment after the initial investment. The 1980 benchmark
survey provides national data on sales, net income, retained earn'
ings, intercompany capital flows, fees and royalties, research and
development expenditures, as well as imports and exports. How-
ever, this information has not been analyzed adequately and is
not available at the regional or state level. In particular, it is im-
portant to examine the impact of new investments on the regional
economy. These foreign investments often encourage investment
by domestic or foreign component suppliers, generate imports
and exports of components and finished products, and generate
employment changes as well as environmental and social effects.
Ultimately, these questions can be adequately addressed only
through detailed case studies. The Southern Center for Interna-
tional Studies is currently starting such a project on a limited
basis.

II. FOREIGN DIRECT INVESTMENT IN THE UNITED
STATES, 1980-1983

There was a marked slowdown in the growth of foreign direct
investment in the United States in 1982 and 1983, with increases
of only 15 percent and 9 percent, respectively.8 This contrasts
with an average annual growth rate of about 30 percent during
the four years prior to 1982. The United States recession, which
lasted until early in 1983, was the reason for the slowdown. The
subsequent precipitous increase in the value of the dollar, which
made new investment in the United States extrbmely expensive,
also contributed to the downturn. Economic growth, attractive-
ness of the United States market, and political stability continue
to be overriding influences on foreign investors. Thus, despite the
appreciating dollar, investment surged in 1984, largely because of
the United States economic recovery. More than $22.5 billion in
new investment flowed into the United States, nearly double the
total for 1983.

8. Belli, supra note 6, at 26.

1985]
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Foreign direct investment position data indicate that more
than two-thirds of the $135.3 billion invested by the end of 1983
was accounted for by European parents. Of this foreign direct in-
vestment, $32.5 billion originated in the United Kingdom, fol-
lowed by the Netherlands ($28.8 billion) and West Germany
($10.5 billion). Japan ($11.1 billion) and Canada ($11.1 billion)
each accounted for about 8 percent of the total. Within the Latin
American countries, the Netherland Antilles and Panama ac-
counted for $13.7 billion.' Both the Netherlands Antilles and
Panama are tax havens that provide anonymity through bearer
shares. Consequently, companies registered in these countries are
often owned by private European, Latin- American, or Arab
investors.

Between 1980 and 1983, $66.6 billion in new investment flowed
into the United States.10 Slightly more than 25 percent came from
the United Kingdom, which invests primarily in manufacturing,
followed by petroleum, wholesaling, retailing, and real estate. Al-
most 24 percent came from the Netherlands, the bulk of which
came in petroleum related investment through Royal Dutch Shell,
followed by manufacturing. Japan contributed 11 percent, largely
in wholesaling through its trading companies. Interestingly, Japan
rose to third place during 1983, exceeding both Switzerland and
Germany in total United States investment.

The rapid increase in Japanese investment in the United States
becomes even more noteworthy after looking at total assets of
United States affiliates rather than position. 1 By 1980, in terms
of total assets, Japan was the largest foreign investor with $98
billion, followed by the United Kingdom ($84.9 billion) and Can-
ada ($66.1 billion).12 More than $70.3 million of Japanese assets
are in banking which far exceeds the $28.1 billion in banking in-
vestments from the United Kingdom, the second largest investor
in banking. Comparing nonbank affiliates only, Japan falls back
to fifth place among foreign investors on the basis of total assets.

Table 3 shows investment position in 1983 and capital inflows
from 1980 to 1983 by industry sector. Manufacturing accounts for

9. See Table 2 and Belli, supra note 6, at 38, table 15.
10. Id.
11. Position merely reflects the parent's equity and loan capital in the affili-

ate, not total capital. See Belli, supra note 6, at 26 n.1.
12. See Table 4. 1980 is the latest year for which data are available on total

assets by country and by industry.
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35.3 percent of all foreign investment, followed by wholesaling
(14.8 percent), petroleum (13.6 percent) and real estate (10.3 per-
cent). Within manufacturing, chemicals and allied products re-
mains the largest subsector by a large margin. In terms of new
capital inflows, between 1980-1983, manufacturing remained the
leader with 29.4 percent, but real estate edged ahead of wholesal-
ing (14.7 percent vs. 14.6 percent) and petroleum fell to 12.7
percent.

A. Regional Trends, 1974-1982

Between 1974 and 1982, $44.5 billion of foreign investment in
P,P&E flowed into the Southeast. This amount was greater than
the foreign investment in any other region of the country. How-
ever, the Rocky Mountains (101.4 percent), the Southwest (75.5
percent), and the Far West (65.3 percent), all had greater average
annual percentage increases than the Southeast (53.7 percent).13

The creation of new jobs is a primary concern to most states.
The Southeast led other regions both in total employment and
new employment during 1974-1982. More than 356,000 new jobs
were created in the Southeast. 4

The significantly lower rate of increase in employment com-
pared to capital investment is due primarily to the high rate of
inflation during 1974-1982. After allowing for inflation, which av-
eraged 6.9 percent per year during the period, 15 the real average
annual increase in P,P&E in 1974 dollars was 24.3 percent, com-
pared to the employment increase of 19.9 percent. The difference
of 4.4 percent, therefore, resulted from a continuing trend toward
greater capital intensiveness. 6

B. The Twelve Southeastern States

Within the twelve state Southeastern region, Florida and Loui-
siana showed the largest increase in P,P&E, each with almost $6.6

13. See Table 5.
14. See Table 6.
15. The GNP deflator was used to reduce the 1982 actual gross value of

P,P&E of $54,842 million to 1974 dollars. The GNP deflator was obtained from
INTERNATIONAL TRADE ADMINISTRATION, U.S. DEPARTMENT OF COMMERCE, INTER-

NATIONAL ECONOMIC INDICATORS 42 (Dec. 1983).
16. This trend was referred to in an earlier paper, see Suzman, supra note 5,

and was particularly marked during the 1974-1977 period.
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billion in growth during 1974-1982.17 Georgia, North Carolina,
South Carolina, and West Virginia each had increases of more
than $4 billion. Surprisingly, West Virginia led the states with the
largest average annual percentage increase in P,P&E of 106.8 per-
cent, followed by Florida (91.0 percent) and Georgia (89.2 per-
cent). The region's impressive growth in investment accelerated
significantly in 1981 and 1982, partly due to inflation. This
growth rate generally equaled or exceeded growth during the pre-
vious six years beginning in 1974.

In terms of employment by nonbank United States affiliates,
Georgia led the states with an increase during 1974-1982 of 56,738
employees, followed by Florida (50,655) and North Carolina
(50,434).18 North Carolina, however, still had the largest total
number employed (92,170).

Reasons for the flow of foreign investment into the Southeast
are varied. Economic growth, influx of population, good climatic
conditions and a largely nonunion work force are always men-
tioned, as are port facilities and accessibility to the rest of the
country. In recent years, the availability of adequate professional,
legal and accounting services, the presence in Atlanta of foreign
banks, consulates, trade offices and foreign-American chambers of
commerce have also been factors. In addition, the increasing
number of overseas air routes to Europe and Latin America have
played an important part in attracting foreign investors to the
region.

A significant factor, however, has been the ongoing effort by
state government officials. 19 State promotional efforts have in-
cluded aid in site selection, pretraining programs for the work
force and assistance with legal and regulatory requirements. The
twelve Southeastern States now also have twenty-one overseas of-
fices, with six in Tokyo alone. These overseas offices are often
criticized for their single-minded dedication to attracting reverse
investment which sometimes means insufficient attention to trade
promotion. As a result of these state efforts, however, foreign in-
vestors are made to feel not only welcome but also very important
to the local community.

An analysis of investment in P,P&E by country of ultimate

17. See Table 7.
18. See Table 8.
19. Such state efforts often include personal involvement of the governors as

well as frequent overseas investment-seeking missions.
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beneficial ownership shows that by the end of 1982, Canadians
had the largest investment in the Southeast region with $13.5 bil-
lion.S0 This figure marked an increase from only $959 million in
1974 and $4 billion in 1980.21 This increase means that the South-
east now accounts for more Canadian investment than any other
region of the country. Canada's largest investment was in Louisi-
ana with $2 billion, followed by West Virginia, Florida, Virginia,
Tennessee and North Carolina, each with investment of over $1
billion.

Until 1980, the Netherlands was the largest investor in the
Southeast22 and was in second place by 1982 with $9.4 billion, fol-
lowed by the United Kingdom ($7.6 billion) and Germany ($6.7
billion). 23 The Netherlands had more than $1 billion invested in
Georgia, Louisiana and West Virginia,24 while the United King-
dom had more than $1 billion in Georgia, North Carolina and
South Carolina. Germany had more than $1 billion invested in
Florida only, and no other countries (other than those mentioned
above) had more than $1 billion invested in a single Southeastern
State.

As noted above, Japanese investment has grown rapidly in re-
cent years. Between 1980 and 1982, the gross book value of Japa-
nese P,P&E in the Southeast region increased from $963 million
to $1,803 million.25 This increase was exceeded only by the Japa-
nese investment in the Far West which includes California.26

In terms of employment in nonbank United States affiliates,
North Carolina was first with 92,170, followed by Georgia (78,938)
and Florida (75,981). Canadian affiliates provided 120,425 jobs,
followed by the United Kingdom (116,737) and West Germany
(77,143).27 Clearly, the employment pattern throughout the region
is related to the type of investment located in each state. Manu-
facturing is the leading sector in all Southeastern States except

20. See Table 9.
21. 1974 SURVEY, supra note 3, at 124; 1980 SURVEY, supra note 1, at 74.
22. 1980 SURVEy, supra note 1, at 74.
23. See Table 9.
24. The Dutch investment in Louisiana and West Virginia is undisclosed,

but is deduced to be more than $1 billion from the total for the region. See id.
25. Id. (some of the figures are taken from unpublished BEA data from the

1980 benchmark survey, available with the authors).
26. The Department of Commerce includes California in the Far West

region.
27. In each case, North Carolina was the leading location. See Table 10.
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Florida, where most investment is in real estate, and Louisiana,
where most is in petroleum.28 Manufacturing also dominates in
terms of employment.2 Retailing was a strong second in all states
except Alabama, Louisiana and West Virginia. Within manufac-
turing, chemicals and allied products accounted for about one-
third of total employment.

These employment statistics, however, may understate actual
employment resulting from foreign direct investment. Govern-
ment statistics on employment generated by exports report three
categories: employment directly related to exports, employment
in manufacturing supporting exports such as component and
parts suppliers, and employment in nonmanufacturing services
supporting exports.30 If this same approach were taken with re-
spect to foreign direct investment, employment figures would be
two to three times higher. In fact, one analyst estimates the mul-
tiplier to be 3.2 per foreign firm employee.3 1

III. EXPORTS AND IMPORTS OF UNITED STATES AFFILIATES

An examination of data from the 1980 benchmark survey32

reveals some interesting effects on the United States balance of
payments resulting from exports and imports of United States
nonbank affiliates. Foreign affiliates generated a deficit of $23.6
billion.3 3 Total exports shipped by affiliates were $52,199 million,
with 40 percent going to the foreign parent group and 60 percent
going to other foreigners. In the case of European investors, only
20 percent of affiliate exports went to the parent, while the Japa-
nese figure was 74 percent. Total imports shipped to United
States affiliates were $75,803 million, of which 62 percent came
from the foreign parent group. For Europe, the figure was some-
what lower at 56 percent, while it was higher for Japan (79 per-
cent) and Canada (83 percent).

Thus, there are clear differences in trade relationships between

28. See Table 11.
29. See Table 12.
30. BUREAU OF THE CENSUS, U.S. DEPARTMENT OF COMMERCE, 1981 ANNUAL

SURVEY OF MANUFACTURERS: ORIGIN OF EXPORTS OF MANUFACTURED PRODUCTS,
(1983).

31. Schaffer, The Economic Impact of Foreign Investment in Georgia, in
INT'L TRADE ADMIN., supra note 5, at 73, 77.

32. 1980 SURVEY, supra note 1, at 104, 144, 146, 149.
33. See Table 13.
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parent and affiliate for different investing countries. As noted,
Japanese and Canadian affiliates are much more closely inte-
grated into parent component and end-product networks than the
European affiliates. This difference is further highlighted in Table
14 which shows exports and imports as a percentage of affiliate
total sales. For all affiliates, exports were 12.6 percent of sales and
imports were 18.4 percent of sales. Again, there are marked differ-
ences between European and Japanese affiliates, with the Japa-
nese exporting 22.7 percent and importing 32.8 percent of sales,
compared to 9 percent and 12.8 percent for the European affili-
ates, respectively. Notably, more than 70 percent of affiliate ex-
ports and imports are in wholesaling rather than manufacturing.34

In manufacturing, Japanese affiliates had an export surplus of
$119 million out of a two-way trade of $1,403 million, while there
was a deficit of $8,627 million in wholesaling. Since 95 percent of
Japanese affiliate exports in wholesaling consisted of products
from other non-affiliate sources, the data raise questions concern-
ing the role of Japanese trading company affiliates in United
States foreign trade.

IV. AFFILIATE LINKAGE TO SUPPLIERS AND END-USERS

There is a need to examine further external economic effects
associated with foreign direct investment in a particular region.
Such a study should trace the original investment of one period
to additional investments of subsequent periods. Increased in-
vestment from one period to another is commonly referred to as
the multiplier effect. An in-depth calculation of the multiplier can
be conducted at city, state or regional level. Indeed, some analysis
has been done of this effect for Georgia using 1977 data .3 How-
ever, there are less quantitative, though equally important, effects
which also can be examined.

Albert 0. Hirschman defines a relationship known as the
"linkage effect" in his The Strategy of Economic Development.3

This process begins when a foreign manufacturer enters a domes-
tic market and begins production. Assuming that entry into this
market results from previous demand, a manufacturer can survive
only by selling his goods; any manufacturer incapable of doing so

34. See Table 15.
35. See Schaffer, supra note 31, at 61-78.
36. A. HIRSCHMAN, THE STRATEGY OF ECONOMIC DEVELOPMENT 99 (1958).

Chapter 6 discusses interdependence and industrialization. Id. at 98-119.
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will soon exit the competitive marketplace. Furthermore, Hirsch-
man contends that "important stimuli result nevertheless from
the fact that the setting up of an industry brings with it the
availability of a new, expanding market for its inputs whether or
not these inputs are supplied initially from abroad. '37

Hirschman argues that two linkage effects result from this new
industry. First is the "backward linkage" effect in which the in-
puts needed for nonprimary economic activity are supplied do-
mestically.3 8 "Forward linkage," on the other hand, may exist
when any economic activity not involved in some final demand
attempts to use its outputs as inputs in another activity. Hirsch-
man then delineates two characteristics of a linkage effect to clear
any confusion. One aspect is the importance of the effect, such as
the "net output of the new industries that might be called forth,"
and the other is the strength of the effect, such as the
"probability that these industries will actually come into being." 39

Many industries are characterized by an inverse correlation be-
tween these two variables. A "satellite" industry is one in which a
lesser value attaches to the importance of the linkage effect than
to the strength. In many cases, the satellite, which may be a small
company, opens its doors for business after the master industry is
established. The satellite operates in conjunction with this new
demand as part of the finished product. Such satellite industries
can be established through forward or backward linkage. The typ-
ical satellite industry usually has three distinct traits: (1) strong
locational advantage from proximity to the master industry; (2) it
uses as principal input an output or by-product of the master in-
dustry without elaborate transformation, or its principal output is
a relatively minor input of the master industry; and (3) minimum
economic size smaller than that of the master industry.40

An interesting relationship that recently has become quite no-
ticeable in Southeastern States is the increased linkage of master
to satellite industry. Two brief case analyses illustrate this
phenomenon.

37. Id. (emphasis original).
38. Id. at 100.
39. Id. at 100-01.
40. Id. at 102.

[VOL 18.247
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A. Nissan Motor Manufacturing Corp., U.S.A., Smyrna,
Tennessee

The most noticeable trend of master to satellite linkage is de-
picted in the relationship between a foreign manufacturer and its
parts suppliers. Such a relationship is found in the Southeast be-
tween Nissan Motor Manufacturing Corp., U.S.A. and its various
parts suppliers. Holder/Kennedy, Nissan's public relations firm in
Nashville, Tennessee, states that the Nissan operation is the larg-
est automotive facility ever built by a foreign manufacturer in the
United States. The plant is located on a 782 acre site in Smyrna,
Tennessee, about 15 miles southeast of Nashville. Nissan's $660
million investment represents the largest investment by a Japa-
nese company in the United States. Truck production started in
mid-1983 and the first "Sentra" passenger car was completed on
March 26, 1985. Plans call for plant capacity to increase to
100,000 passenger cars and 140,000 trucks annually. Projections
estimate that more than 3,000 persons will be employed by
Nissan.4'

Nissan's company objectives are to promote the Japanese just-
in-time inventory method which alleviates the need for expensive
warehouse facilities. Nissan judges the products of all supplier
candidates by the following criteria: (1) cost must be the same as,
or less than, that of the current product used; (2) quality must be
as good as, or better than, the current product used; and (3) a
supplier must demonstrate an ability for on-time delivery; and
just-in-time, if possible.42

Nissan agreed to use suppliers coordinated with the production
process in-exchange for a guarantee of one-day delivery. The im-
portance of flawless service from parts suppliers is obvious in a
production process in which one late delivery can shut down a
whole plant. Holder/Kennedy reports that a supplier has never
failed to meet its delivery agreement.

Trucks manufactured at Nissan have a domestic content of be-
tween 50 and 55 percent, and parts manufacturers are of both
domestic and foreign origin. To fulfill Nissan's three supplier cri-
teria, companies such as Hoover Universal have located strategi-
cally to lower transport costs. Hoover, a truck seat manufacturer,

41. Holder/Kennedy, Nissan Motor Manufacturing Company Plant Brochure
(available with the authors).

42. Id.
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258 VANDERBILT JOURNAL OF TRANSNATIONAL LAW

has no problem shipping their product since the Nissan delivery
acceptance dock is only five miles away. Another satellite, Topy
Industries, chose to locate in Frankfort, Kentucky. Topy an-
nounced in December 1984 that it would provide automotive
wheels to both Nissan in Tennessee and Honda in Ohio from its
midpoint location. The bulk of the parts suppliers, however, are
located within a sixty-mile range of the Smyrna plant and all
were established as a result of the Nissan plant.

In keeping with the Japanese "group method" of doing busi-
ness, Nissan has a strong vested interest in many of its parts sup-
pliers. Calsonics, of Shelbyville, Tennessee, a division of Nihon
Radiator Company, is located 45 miles from Smyrna. Nissan di-
rectly owns 40.8 percent of Calsonics. Another example, Clarion
Corporation of America in Nashville, presently has a warehouse
distribution facility and is considering a plant to manufacture its
radios. Nissan is Clarion's largest stockholder, with 12.9 percent
ownership. Kanto-Seiki Company, an affiliate of the Kantus Cor-
poration, Japan, is a plastic parts manufacturer located in Lewis-
burg, Tennessee, 57 miles from Nissan. While no published per-
centage of ownership by Nissan could be found in this case, this
figure is believed to be somewhere less than 50 percent, thus al-
lowing industrial revenue bond financing.

B. Coilplus, Inc.

Another example of a satellite system is the manufacturing net-
work being planned around Coilplus, Incorporated of Athens, Al-
abama, a wholly-owned subsidiary of Mitsubishi. Coilplus has
built a steel processing plant which started production in March
1985. Coilplus receives 20-ton coils of steel from both foreign and
domestic producers to be "slit" or "blanked." The processed steel
is then shipped to another user that "stamps" the metal into a
usable product. Coilplus has the latest high technology processing
equipment. The company's service is much quicker and cheaper
than if performed on site by a steel manufacturer or ultimate
user. The company's objective is to give prompt service and meet
their customers' just-in-time inventory controls.

The state of Alabama is working with Coilplus to locate a parts
manufacturing network near the Athens processing plant. While
plans are still being finalized, the proposed site will consist of a
92-acre complex composed of an association of independent parts
manufacturers. The facility will be organized to promote econo-
mies of scale. It will also include common utility services for addi-

[VoL 18.247
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tional cost-sharing benefits. Eventually, the area may seek to be-
come a manufacturers' sub-zone for customs purposes.

While this concept may be unique in the United States, Coil-
plus is currently operating in Japan under an identical arrange-
ment. It will be interesting to compare the success of the Ala-
bama project with its counterpart in Japan. Cofilplus also
apparently plans to locate Japanese parts suppliers in the Ala-
bama complex. Thus, it would be useful to differentiate between
the linkages of foreign manufacturers to foreign suppliers and for-
eign manufacturers to domestic suppliers. Also, if Coilplus suc-
ceeds in its plans to sell services to nearby Nissan, then United
States steel mills may follow this pattern of location to improve
their own service efficiency.

V. CONCLUSION

Direct investment in the United States by foreigners exceeded
direct investment abroad by Americans for the first time in 1981.
This development continued in subsequent years. The inflow of
capital has clearly resulted in economic growth and added em-
ployment. Moreover, the inflow of foreign investment capital has
supplemented comparatively low levels of United States savings"'
and helped increase investment in new plant and equip-
ment-essential for future productivity growth.

The inflow can be expected to continue at high rates as long as
the United States economy continues to grow. A real crisis of con-
fidence in the dollar may prove to be a short term deterrent. A
fall in the value of the dollar, however, will make investments rel-
atively cheaper, and therefore act as a further stimulus to invest-
ment. Ultimately, two factors will continue to attract foreign di-
rect investment into this country. First is the confidence in the
United States as a "safe haven" for capital. Second is the realiza-
tion by foreign multinationals that access to the United States
market is an essential component of a successful global strategy.

In the past, the United States has relied on dividend, interest,
royalty and fee income from investments overseas to partially off-
set the growing trade deficit. These incomes may be outweighed
in the future by the ever increasing outflow of dividends, interest,
royalties and fees to the foreign parents of United States

43. The savings rate in the United States was only 6% of GNP in 1984, com-
pared with over 20% for Japan and 12-15% for Europe.
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affiliates.
More work needs to be done on examining capital flows and the

imports and exports generated by foreign owned affiliates; and
whether there are significant differences between affiliates of dif-
ferent home country parents. Also, it is unclear what impact the
increasing number of satellite parts suppliers around major in-
vestments will have on the United States trade balance, or on the
overall world competitive position of United States companies. As
Japanese automobile manufacturers invest in the United States
and take an increasing share of the automobile market, it is likely
that United States parts suppliers also will suffer. A recent Econ-
omist survey of the world's motor industry commented on the in-
vestment by Japanese companies in production facilities in the
United States, stating:

In the short term this is welcomed by the Americans as a way of
providing new jobs but, in the longer term, the result will be to
contribute to creeping colonisation, especially if Japanese compo-
nent suppliers increasingly establish themselves alongside the new
assembly plants."

It is evident that these policy issues will need closer analysis in
the future.

44. Another Turn of the Wheel: A Survey of the World's Motor Industry,
THE ECONOMIST, March 2, 1985, at 54.
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CURRENT TRENDS IN FOREIGN INVESTMENT

Table 1

Selected Measures of Foreign Direct Investment in Nonbank U.S.
Affiliates by Country of Ultimate Beneficial Owner, 1982

Gross Book
Value of

Numbers of Prpty, Plant
Employees Total Assets & Equipment Position

Country (thousands) ($ millions) ($ millions) ($ millions)

All Countries 2,435 473.0 223.3 115.7
Canada 458 91.8 57.0 10.9
Europe 1,627 259.2 136.3 77.9
France 191 33.1 15.0 5.3
Germany 351 38.0 19.9 9.5
Netherlands 223 47.9 39.0 24.6
U.K. 536 79.7 42.1 26.2
Non-EEC Europe 244 49.0 13.6 17.0

Japan 139 35.6 8.7 8.4
Ar/Pacific 69 47.0 5.9 1.2
Latin America 80 14.5 7.2 13.4
Middle East 29 17.6 7.1 8.6
OPEC 24 16.3 6.9 3.8

Source: N. Howenstine, U.S. Affiliates of Foreign Companies: Operations in 1982, U.S.
DEPARTMENT OF COMMERCE, SURVEY OF CURRENT BusNEss, at 33, table 8 (Dec.
1984) and R. Belli, Foreign Direct Investment in the United States in 1983, U.S.
DEPARTMENT OF COMMERCE, SURVEY OF CURRENT BusINEss, at 38, table 14 (Oct.
1984).
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Table 2

Foreign Direct Investment Position, 1983, and Capital Inflows
by Country, 1980-1983

(millions of dollars and percentages)

Country

Canada
Europe

France
Germany
Netherlands
United Kingdom
Non-EEC Europe

Japan
Aust., N. Zeal., S. Afr.
Latin America
Middle East
Other
OPEC

TOTAL

Position, 1983 Capital Inflows 1980-1983
$ %$%

11,115 8.2 3,726 5.6
92,481 68.3 44,205 66.4
6,045 4.5 2,514 3.8

10,482 7.8 3,080 4.6
28,817 21.3 15,745 23.6
32,512 24.0 16,782 25.2
10,264 7.6 3,853 5.8
11,145 8.2 7,335 11.0

945 0.7 661 1.0
14,379 10.6 6,077 9.1
4,435 3.3 3,728 5.6

814 0.6 650 1.0
4,058 3.0 3,654 5.0

135,313 100 66,602 100

Source: R. Belli, supra note 6, at 38-40, tables 15-19.
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Table 3

Foreign Direct Investment Position, 1983, and Capital Inflows by Industry
Sector, 1980-1983

(millions of dollars and percentages)

Industry

Mining
Petroleum
Manufacturing

Food
Chemicals
Metals
Machinery
Other

Wholesaling
Retail Trade
Banking
Finance
Insurance

.Real Estate
Other

TOTAL

Position, 1983 Capital Inflows 1980-1983
$ %$

1,910 1.4 -65 -0.1
18,458 13.6 8,464 12.7
47,803 35.3 19,556 29.4
7,361 5.4 4,794 7.2

16,101 11.9 6,370 9.6
5,424 4.0 1,491 2.2
8,488 6.3 2,401 3.6

10,429 7.7 4,499 6.8
20,006 14.8 9,721 14.6
5,052 3.7 2,784 4.2
8,801 6.5 5,304 8.0
2,388 1.8 1,590 2.4
8,310 6.1 3,548 5.3

13,946 10.3 9,779 14.7
8,639 6.4 5,922 8.9

135,313 100 66,602 100

Source: R. Belli, supra Table 1, at 38-40, tables 15-19.
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CURRENT TRENDS IN FOREIGN INVESTMENT

Table 5

Gross Book Value of Property, Plant and Equipment of Nonbank U.S.
Affiliates by Region, 1974, 1980 and 1982

(millions of dollars)

Increase Av. Annual
1974 1980 1982 1974-82 % Increase

New England (6) $1,701 3,847 6,576 4,875 35.8
Mideast (6) 7,385 16,373 28,512 21,127 35.8
Great Lakes (5) 6,448 15,591 21,825 15,377 29.8
Plains (7) 2,622 6,506 10,003 7,381 35.2
Southeast (12) 10,360 30,578 54,842 44,482 53.7

Southwest (4) 5,208 17,771 36,666 31,458 75.5
Rocky Mountains (5) 1,156 3,912 10,530 9,374 101.4
Far West (4) 4,758 17,622 29,606 24,848 65.3
Alaska, Hawaii,

Other 5,817 14,739 12,273(D) 6,456 13.9

TOTAL $45,454 127,838 223,265 177,811 48.9

(D) Some data undisclosed.
Source: 1974 data - U.S. DEPARTMENT OF COMMERCE, FOREIGN DIREcr INVESTMENT IN THE

UNITED STATES, (April 1976), at 124, table J-1.
1980 data - FOREIGN DIREcT INVESTZENT IN THE UNITED STATES, 1980, supra Table
4, at 74, table D-14.
1982 data - Preliminary data supplied to the Southern Center for International
Studies by the Bureau of Economic Analysis, U.S. Department of Commerce
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Table 6

Employment of Nonbank U.S. Affiliates by Region, 1982
(number of employees)

Increase Av. Annual
1974 1980 1982 1974-82 % Increase

New England 61,503 122,860 145,690 84,187 17.1
Mideast 305,603 466,323 557,259 251,656 10.3
Great Lakes 206,720 368,054 405,842 199,122 12.0
Plains 43,118 103,196 112,891 69,773 20.2
Southeast 224,397 465,120 580,878 356,481 19.9

Southwest 64,703 176,979 245,689 180,986 35.0
Rocky Mountains 18,246 37,921 52,775 34,529 23.7
Far West 140,524 255,576 296,864 156,340 13.9
Alaska, Hawaii,

Other 18,617 37,903 35,071 16,454 11.1

TOTAL 1,083,431 2,033,932 2,435,143 1,351,712 15.6

Source: 1974 data - FOREIGN DIRECT INVESTMENT IN THE UNITED STATES, supra Table 5, at
150, table L-7.
1980 data - FOREIGN DIRECT INVESTMENT IN THE UNITED STATES, 1980, supra Table
4, at 119, table F-8
1982 data - Preliminary data supplied to the Southern Center for International
Studies by the Bureau of Economic Analysis, U.S. Department of Commerce.
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Table 7

Gross Book Value of Property Plant and Equipment of Nonbank U.S.
Affiliates by State, 1974, 1980 and 1982

(millions of dollars)

Increase Av.'Annual
1974 1980 1982 1974-82 % Increase

Alabama
Arkansas
Florida
Georgia
Kentucky

645
163
904
639
427

Louisiana 2,616
Mississippi 330
North Carolina 1,297
South Carolina 1,437
Tennessee 736
Virginia 637
West Virginia 528

TOTAL SOUTHEAST 10,360

1,851
415

4,432
3,359
1,196
6,188

975
2,746
3,869
2,208
1,423
1,915

3,064
829

7,486
5,197
2,379
9,165
1,732
6,143
5,729
4,504
3,574
5,040

2,419
666

6,582
4,558
1,952
6,549
1,402
4,846
4,292
3,768
2,937
4,512

30,578 54,842 44,482

SOURCE: See supra Table 5.

Table 8

Employment of Nonbank U.S. Affiliates by State, 1974, 1980 and 1982
(number of employees)

Increase Av. Annual
1974 1980 1982 1974-82 % Increase

Alabama
Arkansas
Florida
Georgia
Kentucky
Louisiana
Mississippi
North Carolina
South Carolina
Tennessee
Virginia
West Virginia

TOTAL

11,519
10,565
25,326
22,200
13,627
19,102
4,765

41,736
23,318
21,713
21,107
9,419

22,698
4,780

65,923
67,410
23,203
39,556

9,542
67,522
54,239
54,063
37,206
18,978

27,247
17,348
75,981
78,938
25,011
45,884
12,935
92,170
60,914
58,709
52,240
35,501

15,728
6,783

50,655
56,738
11,384
26,782

8,170
50,434
37,596
36,996
31,133
26,082

224,397 465,120 580,878 356,481

SOURCE: See supra Table 6.

46.9
51.1
91.0
89.2
57.1
31.3
53.1
46.7
37.3
64.0
57.6
106.8

53.7

17.1
8.0

25.0
31.9
10.4
17.5
21.4
15.1
20.2
21.3
18.4
34.6

19.9
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Table 13

Exports and Imports of U.S. Nonbank Affiliates
Region or Country of Ultimate Beneficial Owner by Transactor, 1980

(millions of dollars and percentages)

TOTAL

Canada

Europe

Japan

Latin America

Exports Shipped by Imports Shipped to
Affiliates I Affiliates

Total To the To Other Total- By the By Other
Foreign Foreigners Foreign Foreigners
Parent Parent
Group Group

52,199 20,983 31,216 75,803 74,010 28,793
100 40 60 100 62 38

1,792 953 840 5,553 4,599 954
100 53 47 100 83 17

23,345 4,591 18,754 I 33,274 18,776 14,499
100 20 80 100 56 44

19,136 14,167 4,969 27,653 21,920 5,733
100 74 26 100 79 21

1,241 446 776 1,196 395 800
100 37 63 100% 33 67

SOURCE: FOREIGN DIRECT INVESTMENT IN THE UNITED STATES, 1980, supra Table 4, at 144,
table G-4.

Table 14

Exports and Imports by U.S. Nonbank Affiliates as a
Percentage of Affiliate Sales by Region or Country, 1980

(millions of dollars and percentages)

Total
Canada
Europe
Japan
Latin America

Affiliate Sales Export % Import %
,of Sales of Sales

$412,705 12.6 18.4
35,456 5.1 15.7

259,414 9.0 12.8
84,207 22.7 32.8
8,153 15.2 14.7

SOURCE: FOREIGN DIRECT INVESTMENT IN THE UNITED STATES, 1980, supra Table 4, at
104, table E-6 and at 144, table G-4.
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Table 15

Exports and Imports by U.S. Nonbank Affiliates by

TOTAL $

Canada $

Europe $

Japan $

Latin Am. $

Sector and Region or Country, 1980
(millions of dollars and percentages)

Exports Imports

All Mfg. Whole- All Mfg. Whole-
Sectors saling Sectors saling

52,199 9,045 40,662 75,803 10,413 54,016
100 17.3 77.8 100 13.7 71.0

1,792 995 376 5,553 2,809 2,059
100 55.5 21 100 50.6 37.1

23,345 6,399 15,167 33,274 6,516 16,627
100 35 65 100 19.6 50

19,136 761 18,270 27,653 642 26,897
100 4.0 95.5 100 2.3 97.3

1,241 661 551 1,196 216 870
100 53.3 44.4 100 18.1 72.7

SOURCE: FOREIGN DmxEcr INVESTMENT IN THE UNITED STATES, 1980, supra Table 4, at 146,
table G-6, and at 149, table G-9.
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