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Praise for

THE SELLING of
the AMERICAN
ECONOMY


“Offers a wealth of analysis explaining how foreign companies investing in the United States have long benefited America: through jobs, capital investment, and many other activities. Amidst the longest U.S. recession since the Great Depression, from which recovery will require creating good jobs at good wages, government and business leaders alike have much to learn from her insights.”

—MATTHEW J. SLAUGHTER, Signal Companies Professor of Management and associate dean, Tuck School of Business at Dartmouth




“A solidly reported, lucidly written book that completely debunks the conventional wisdom of American economic exceptionalism. Clearly demonstrating that now, as always, this country is strengthened by foreign faith in our markets, Micheline Maynard shows that ‘Buy American!’ was and is excellent and beneficial advice—for foreign companies. It turns out we’re all fortunate they followed it.”

—PETER SAGAL, host, NPR’s Wait Wait … Don’t Tell Me!
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Introduction

It comes as no surprise upon meeting Amy Lindsey to learn that she once worked for Estée Lauder, the giant cosmetics company known for brands such as Clinique, MAC, and Bobbi Brown that are worn by millions of women all over the world. Five foot three, perky, with brown hair and blond highlights, she arrived for the interview wearing blue eyeliner that coordinated nicely with her stylish outfit, blue earrings, and matching necklace. Although her management position with the cosmetics company fit with her sense of fashion, Lindsey, then a single mother of a grade-school daughter, left in search of a new position with more regular hours, a better salary, and the opportunity for advancement.

She found it in Princeton, Indiana, at the Toyota plant.

Friends thought she was kidding when Lindsey, a graduate of Eastern Illinois University with a degree in speech communications, first applied for her position at the factory where Toyota makes the Sienna minivan and the Highlander, a crossover vehicle like an SUV. Hardly a car buff, with no experience in manufacturing or engineering, Lindsey spends much of her day behind the wheel of a delivery cart, bringing bins of parts to the assembly line. “We can see it now,” her best friend joked, “the lipstick hard hat on a fork truck.” That’s exactly what she is, Lindsey said, unapologetically. “I’m not going to change who I am because I’m going to work in a factory.”

One thing has changed, however. Instead of the cosmetician’s smock she wore behind a counter selling Estée Lauder in Orlando, Florida, she now dons a uniform consisting of a blue shirt with her first name stitched on the chest next to the Toyota logo, protective covers over her sleeves, and khaki pants with steel-toed boots. It is quite literally blue-collar attire and nothing anyone else might see as glamorous, but she still considers herself a fashion plate. “Look at how cute the uniforms are,” she said, standing up to provide a good look.

Lindsey, who grew up in Mount Carmel, Illinois, about twenty miles from the plant, considers herself lucky to have her job at Toyota, which allowed her to move back up north from Florida to be closer to her family. And she is not alone. Lindsey is one of more than five million Americans, or roughly 10 per cent of the country’s industrial workforce, employed by companies based overseas. At a time when American-owned companies are hemorrhaging jobs, closing plants, and slashing pensions and benefits, foreign companies have become a lifeline for workers like Lindsey and her colleagues.

Foreign companies often touch a nerve in American society and are still the objects of fear and distrust among many, who view foreign investment as a threat not just to the American worker but to the American way of life. But this xenophobic attitude couldn’t be further from the truth. Because, in fact, foreign investment is not simply about allowing workers like Lindsey to pick up a weekly paycheck. Foreign companies that invest in our economy are having a significant—and largely positive—impact on not only the lives of workers but on the health of the American economy and society as a whole.

In today’s flattened world, foreign companies are playing a larger and larger role not only in our national economy but in our states, towns, and communities—by hiring American workers where few other employment opportunities exist; pumping money into state, regional, and local economies; contributing money to schools, parks, and towns; and teaching Americans new ways to live and work. Investments by big car companies such as Toyota, Honda, Nissan, and Mercedes-Benz have received the greatest share of attention over the past few years, simply because their factories cost so much money to build—usually at least $1 billion apiece—and because each one provides one thousand jobs or more at a single location. In other words, those numbers talk, not to just the media and the political pundits but to state lawmakers, community leaders, governors, and mayors, and to workers who see a chance at a new future.

But the scope of foreign companies doing business in the United States is by no means confined to the auto industry. There are also tens of thousands of Americans working at such companies as India’s Tata Group, which operates the Pierre Hotel in New York and makes Eight O’Clock Coffee; the European Aeronautic Defence and Space Company (EADS), the Franco-German aircraft consortium that builds helicopters in Mississippi and is vying for a contract to build refueling planes for the U.S. Air Force in Alabama; and Haier, the Chinese appliance maker, with a refrigerator plant in South Carolina and an impressive headquarters housed in a landmark building in midtown Manhattan. Among dozens of others, there is also the Swiss food company Nestlé, which employs hundreds of American workers to make Nesquik and Coffee-Mate in Indiana, and InBev, the Belgian beverage maker, which now owns one of the most American of brand names, Anheuser-Busch.

While foreign companies often get the most attention for the number of workers they employ, the economic power they wield extends far beyond the jobs they directly create. When a foreign company opens a plant or factory, or buys a business in a region, it not only employs its own workers, it also stimulates local commerce and creates a demand for more homes, shops, schools, and restaurants. What’s more, it lures companies from other sectors—suppliers, consultants, technicians, and so forth—who then provide countless more jobs by opening up satellite factories in the area. That is why these companies are so often courted by governors, mayors, and economic development officials eager to bring these benefits of this investment to their states and communities.

Lindsey recalled the excitement in her area in the mid-1990s when word came that Toyota would build a plant in southern Indiana, a short drive from Evansville and a few hours away from St. Louis, Missouri, and Louisville, Kentucky. “It just had a huge impact. People had the vision to know it was going to change communities,” she said. For proof, local residents merely had to look three hours east to Georgetown, Kentucky, the home of Toyota’s first freestanding car factory in the United States.

Once a hamlet that housed just a college and a few downtown cafés, Georgetown has tripled in size in the two decades since Toyota arrived, with new schools, roads, freeway exits, and dozens of expensive homes, many of which were built—either directly or indirectly—because of Toyota. Even Fort Branch, Indiana, where Lindsey’s family lives, has seen the benefits conferred by her employer. In the past few years, it built two new parks through contributions from Toyota, while her daughter’s grade school, Holy Cross, recently received six thousand dollars’ worth of computers from the company.

Getting a job at a foreign company isn’t always easy; standards are high, competition is fierce, and the hiring process can be arduous. For Lindsey, who is in her early forties, getting hired at Toyota was no simple matter. After being invited to come in for an initial job interview, she spent three eight-hour days on a simulated assembly line, taking part in a test meant to see whether she had the aptitude for repetitive work. Only then was she permitted to fill out a formal application for an assembly line position. When she did so, Lindsey specified the more-desirable first shift, which runs from dawn to early afternoon, so she could be home when her daughter, Ellie, returned from school.

That proved to be a mistake. There were far more qualified workers than there were positions available, and many got priority because they were willing to take shifts anytime during the day or night. Ultimately, Lindsey’s application was rejected; to make matters worse, under Toyota’s rules (adopted so that the company could work through thousands of applicants), Lindsey had to wait two years before she could apply again. The next time, she was better prepared. Before she submitted her new application, her family members promised that they could help look after Ellie in the hours she was not home, giving her the flexibility to tell Toyota she was willing to work either the day or night shift, thus increasing her chances.

Even after Toyota accepted her second application, it took another full year until she was hired. Eventually, however, a call came saying she had been chosen for a job at the plant. “It was very exciting—scary and exciting at the same time,” she said. Lindsey went to work in May 2002, and in her first eleven months, she was assigned to the night shift, leaving little time available to spend with her daughter. It was a difficult adjustment. Many nights, she got home at 1 a.m. and was awake until 2:45 a.m., unable to unwind from her new routine. She also wasn’t used to being active for such a long stretch, and after she started the job she found herself with sore muscles for weeks.

But this difficult period didn’t last long, and for the past seven years, she has worked the daytime hours she originally requested. And because she was assigned to the minivan assembly line, Lindsey has worked steadily throughout the toughest time the automobile industry has seen in years, even remaining on the job when the plant’s other assembly line was shut down in 2008 and early 2009 after the plant eliminated production of pickup trucks and shifted over to build the Highlander.

Her routine begins at dawn. Once she arrives at the plant, an imposing structure painted light gray and cream that sits back from a busy four-lane highway, she starts her day by reading through the plant newspaper, then performs a series of stretches to limber up for her job on the factory floor. Workers have learned to continue the exercises whenever they get the chance during the day, in order to reduce the stress on their legs, back, and arms. The exercises are surprisingly effective, Lindsey said. Now, the only strain she usually feels are “a few tweaks here and there.”

Toyota officials had warned her of the physical nature of her new job before she joined the plant, but Lindsey, who stocked shelves during her time behind the Estée Lauder counter, was not daunted by such an active workday. She was more apprehensive that the position at a Japanese company might not sit well with her late father, Robert C. Fearheiley, a disabled veteran of World War II.

“I asked him, ‘Are you okay with the fact that I would be working there?’” Lindsey said. Fearheiley answered, “I am so proud of you and so proud of the idea. I don’t see GM and Ford coming down here and offering jobs.”

This attitude toward foreign companies, while not shared by all, is gaining some traction in American society, thanks in part to efforts companies such as Toyota are making to ingratiate themselves with American consumers. Because of Lindsey’s position, for example, her parents began driving a Toyota Avalon sedan (built at the plant in Kentucky), which they purchased under a Toyota program that offers a discount to employees’ family members. But that was a modest perk compared with the real payoff from her Toyota job. “I make almost three times what I made” at Estée Lauder, she said, where she earned $31,000 a year after being promoted to counter manager, and where there were no retirement benefits, not even a 401(k) plan.

“Here, I have a pension fully funded by Toyota,” she said, not to mention a much higher salary, of about $65,000 a year, plus an annual bonus whose size depends on whether the plant achieves certain goals.

In addition to greater professional autonomy, a higher salary, and superior benefits, companies such as Toyota also offer their workers more job security than their American counterparts. This is partially a cultural thing—in Japan, where people tend to switch jobs far less often throughout their lifetimes than in America, employees feel more loyalty to their companies, and their companies are more loyal to them in return.

In 2008, for example, after a slump in big truck sales (caused by a spike in gas prices) forced Toyota to suspend production of pickup trucks at the Princeton plant and move pickup work to its plant in San Antonio, no full-time staff member was permanently laid off. Instead, during the time the pickup line was idle, workers were paid to conduct maintenance projects inside the factory, take part in job-training sessions, and come up with ways to improve the use of machinery on the assembly line. When it came time in 2009 for Toyota to consider cutting jobs, it still did not let any permanent workers go. Instead, it offered them voluntary buyouts that included ten weeks’ pay, two weeks in additional pay for every year they had worked at the plant, and another $20,000 on top of that. There were few takers, however; in such an uncertain economy, workers were not anxious to give up jobs at a company whose future was not in doubt.

The preliminaries over, Lindsey sets off for a busy shift as a parts coordinator. Her tasks include sorting parts into yellow plastic bins, loading the bins onto carts used to deliver the parts to workers at their stations, driving the convoy to spots where the parts are needed on the assembly line, and unloading the bins onto racks. That might sound mundane, but her job involves more than just transporting parts. At Toyota, all employees, from the assembly line workers on up, are encouraged to play an active role in spotting and solving problems, and Lindsey said she is constantly watching the assembly line for signs that production has slowed or become interrupted. If she spots a slowdown, her first move is to find a team leader, easily identifiable by the stripe on his or her hard hat and the handheld radio that is always nearby. Should she see that workers are running low on parts but are too busy to request more, she has the authority to automatically add an extra bin or two to her next delivery. “I won’t wait for them to call and say, ‘Hey, we’re down three parts, could somebody run some out?’” Lindsey said.

To some, a job in a factory delivering parts might sound like a step down for a college graduate, and might pale in comparison to a more glamorous job at a cosmetics company. The job has not been without its difficult moments, such as her sleepless nights and aches and pains. But to Lindsey, it’s well worth it; her position at Toyota offers opportunities for personal growth and advancement she didn’t have at Estée Lauder. In fact, it is something she can see doing for the rest of her working career. And she is certain that she will not spend another quarter century delivering plastic bins of parts on an assembly line. Looking around the factory, where employees have risen from jobs on the assembly line to senior management positions, she knows there will be plenty of opportunities for her to do other kinds of work along the way. “I will” retire from the plant, she says.

Lindsey is just one among millions of Americans working at factories, hotels, shops, engineering centers, and other businesses and facilities opened or owned by foreign companies in the United States. She and those like her provide a lens through which to look at an increasingly important and often overlooked part of the American economy and society.

Despite its powerful and far-reaching impact, the role of foreign investment in America has not been completely understood, until now. While much has been written about certain aspects of globalization—off-shoring, outsourcing, and sending American investment overseas—this book tells the unique, unexamined stories on the flip side of that coin. Of all the hundreds of companies that could have fit this bill, I’ve chosen to focus primarily on four major foreign players, Toyota, EADS, Tata, and Haier, for two specific reasons. First, they represent the major regions, industries, and business centers of the world. (Although Canada is the single biggest country that trades with the United States, few Canadian companies have equivalent stature worldwide.) Second, their various sizes, levels of visibility, and degrees of involvement in our society offer a complete and colorful portrait of foreign investment in the United States.

Without question, Toyota is one of the best-known foreign companies in the United States, and perhaps the world. But more than just a case study, Toyota is a symbol of the far-reaching impact a foreign company can have on a country. Toyota’s actions represent those not only of its company but also of the globalization model itself, just as General Motors stood for unfettered capitalism a generation ago. As a journalist who has covered Toyota for much of her adult life, I know the Toyota story very well, and I believe that it speaks volumes about the nature and impact of foreign investment in America.

I chose EADS, the owner of Airbus, not only because it is one of Europe’s most influential companies, with roots in its three most important economies, Britain, France, and Germany, but also because, since Airbus is the only challenger to Boeing in the global aviation field (EADS’s other companies are key players in the global military equipment market), its American investments receive a huge amount of attention and generate considerable controversy. Through my work at the New York Times, I’ve watched EADS and Airbus become increasingly prominent in their fields. (It was an Airbus jet, after all, that was involved in the “Miracle on the Hudson,” in which 150 passengers owed their lives to the smart thinking of Captain Chesley Sullenberger.) I was also privy to much of what has gone on behind the scenes as the company has struggled against the public and political resistance against its U.S. presence.

EADS has ambitions to become to aviation and military equipment what Toyota has become to the American automobile market: a rival doing business on its own turf. Unlike Toyota, however, it has not shied from debate, and it can expect even more in years to come. In taking on the American icon Boeing, EADS, to put it bluntly, has proved itself to be a gutsy company, with big ambitions. It is an organization that Americans should keep their eyes on.

Like EADS, Haier of China has also chosen a bold approach with its American investments. It makes an interesting case study, primarily because its very presence in the United States in the first place is so puzzling. Why would a Chinese company, with access to so much inexpensive labor, an economy that is expanding at an amazing rate, and the safety net of government backing, seek to make inroads in the American market? It would seem to be simpler just to stay home. Furthermore, in entering this market, Haier, unlike other foreign companies, did not send its own executives and managers to do the work. It chose to let Americans set up its operations, fostering an exchange of talents, ideas, and innovation that global companies rarely display at the outset of their investments. Through Haier, we can gain a better understanding of the potential of Chinese companies in the United States, which seems to have evaded the attention of most business journalists, who focus much of the discussion and debate on American companies doing business in China.

Lastly, Tata of India is worth studying because, despite the ubiquity of its many and varied products and holdings in the United States, it remains a mystery to many Americans. Yet its experience here is instructive, demonstrating the obstacles many foreign entities must surmount in order to be accepted by the American public. I first came across Tata’s products when I visited the Geneva Motor Show several years ago on an assignment for Fortune magazine. I was intrigued by the idea of what Indian cars looked like and went out of my way to seek out their tiny display. The Tata associates on the scene seemed happy for the attention, and I still have the box of Tata Tea that I was given as a souvenir. Ever since then, I have followed the company in all its guises. Tata is ready for prime time.

I have also selected these particular examples because in order to understand the full impact of foreign investment on our economy and society, one must also understand how it is experienced and perceived. Too often, foreign companies are depicted as something to be feared. Some critics contend that welcoming—in some cases, courting—investments by companies such as Toyota, Tata, EADS, and Haier is somehow unpatriotic or even dangerous. To them, it amounts to selling our economy to the highest bidder. But if foreign investment is growing our economy, transforming our communities, enriching our culture, and making us more competitive in the global marketplace, then is “selling” pieces of the economy really such a bad thing?

That’s a question I will raise in this book. I hope you will come away with a new understanding of how foreign investment is transforming the American Dream. At a time when the country is at a crossroads, and there is so much uncertainty about how we can recover from one of the most difficult periods of our history, the role of foreign investment in our economy and our society is simply too crucial to ignore.




Chapter One

THE
SELLING of
the AMERICAN
ECONOMY


Above and beyond the question of how to grow the economy, there is a legitimate concern about how to grow the quality of our lives.

—PAUL WELLSTONE



Americans would like to think of this country as the most self-sufficient place on earth, able to feed, clothe, employ, and educate its citizens—and those in need elsewhere—with no help from anyone else. To the most patriotic, there is no country on a par in any way with the United States, no matter the economic traumas it may encounter. “I do believe in American Exceptionalism,” Senator John McCain said in September 2008, even as our credit system had collapsed, some of our biggest investment banks had fallen, and unemployment had reached a new high. If there was ever a time foreign investment was needed, it is now. Today, when the business world has lost its borders and companies are no longer bound by the nations in which they were founded, no one nation—no matter how exceptional—can sustain itself through homegrown investment alone.

In our increasingly interconnected world, one thing has become strikingly clear. Foreign investment is a necessary and positive force in the American economy, as long as those companies act responsibly, give back to American communities, and provide Americans with stable jobs for which they are fairly compensated. At a time when American companies have closed plants, laid off millions of workers, and ventured abroad in search of profits, foreign companies offer an attractive alternative—in some cases, the only one.

Many believe that foreign investment in the United States is a relatively new phenomenon, one that gained attention on the national stage as recently as the 1980s, when Japanese automakers opened their first American factories and when other Japanese investors went on a real estate buying spree. But in reality, foreign investment is older than our nation itself, dating back to the 1600s, when English and Dutch traders crossed the Atlantic seeking opportunities on our shores. In fact, the Jamestown colony, the first colony formed in the New World, was founded by British entrepreneurs from the Virginia Company. They manufactured soap, pitch, glass, and wood building supplies—some of the very first American-made products to be exported to Europe.

From the beginning of the republic until well into the late 1800s, much of the foreign investment that took place in the United States was from Britain, which is no surprise, since, of course, this nation began as a series of British colonies. But other countries—France, Germany, and Spain among them—soon sought their own investments in the United States, in some cases helping to create entire industries. During the Civil War, after President Lincoln ordered the blockade of Southern ports, crafty British blockade runners, operating in small, fast ships, helped sustain the economy in the South by bringing in goods from Bermuda, the Bahamas, and Cuba, sending illegal shipments of cotton and tobacco there in return. In Gone with the Wind, Rhett Butler made his fortune doing business with these foreign traders, earning the enmity of the proper citizens of Atlanta.

In more modern terms, foreign companies have been investing in America in earnest since the nineteenth century, when companies such as England’s Lever soap company, the forerunner of the Anglo-Dutch Unilever subsidiary Lever Brothers, opened plants in Massachusetts and Mississippi. We can attribute a good portion of our nation’s early infrastructure to foreign dollars; in the 1870s, foreign investors, particularly Dutch capitalists, bankrolled the expansion of the nation’s railroad system. In fact, foreign players had a hand in just about every corner of our industrial economy during the nineteenth century, buying stakes in everything from the Pennsylvania steel mills to the copper mines in northern Michigan to the gold mines of Alaska and the West.

By the early 1900s, as the nation’s immigrant population boomed, foreign investment became as integral to the U.S. economy as the coal and oil powering the plants and factories; while most new arrivals were poor, a number of deep-pocketed immigrants such as John Jacob Astor and Andrew Carnegie quickly joined the ranks of the most influential business tycoons of the era.

But Americans’ reaction to foreign investment has always peaked and crested with political sentiment, and after 1914, the welcome mat was yanked away from the door. Once World War I broke out, German companies became, almost overnight, a target for angry Americans, who linked their presence here to the hostilities raging in Europe. Some German investors were accused of spying, and many even saw their American assets taken over by the government—an inherent risk for any company that invests abroad at a time of political conflict. It wasn’t until the boom times of the 1920s, when the specter of the war had receded and investments from around the world flooded into Wall Street, that foreign investment resumed its prominent role in the American economy.

The flood of foreign money continued throughout the 1930s and ’40s, as English, German, and Japanese auto companies began to build factories across the United States. Japanese factories in the United States are widely thought to be a product of the 1970s, but, in reality, Japanese and other Asian companies had begun to build plants in the United States before World War II, just as Detroit automobile companies had already begun to build factories in Japan—GM in Osaka, and Ford in Yokohama. After WWII, of course, this flood of capital came to a screeching, if temporary, halt, as our defeated opponents were forced to focus on rebuilding their own economies from the ravages of the war. Once they recovered, however, old grudges were forgotten, and investment, particularly from Asia, soon resumed, picking up in the 1970s when a confluence of events in the United States—the oil crisis and subsequent rise in demand for smaller, more fuel-efficient vehicles, as well as new protectionist policies limiting Japanese imports—compelled Japanese automakers and other producers to shift production to our shores.

During the past quarter century, foreign investment has become increasingly more prominent and more powerful in our economy and society, as countless companies from abroad have taken on the roles that once belonged only to homegrown players: creating American jobs, helping bolster American school systems, rescuing struggling companies, reviving stagnating towns, transforming states, and restoring vigor to entire regions of the country. The critical involvement of global companies and economies in our own has never been so evident as when the financial crisis shook the country in 2008.

Despite a $700 billion congressional bailout and drastic measures by the Treasury Department and the Federal Reserve, after the banking system collapsed that September, it became almost immediately clear that America could not solve its problems alone. It took a coalition of global efforts to stem the market crash that threatened not only the American economy but also banks and businesses abroad, as European countries, Japan, China, and other nations were forced to step in with their own rescue plans, hoping to ease a crisis that could take years to resolve.

Yet, despite the many benefits of a global economy—brought into even sharper focus during times of turmoil—foreign investment in the United States is often a trigger for resentment, fear, or, at the least, ambiguity about the role that outsiders should play. This is not a feeling held singularly by Americans, of course. The populaces of other nations, including Britain, have found themselves reeling when foreign companies purchased their icons, and protectionist sentiment continues to resound worldwide as companies from growing economic powers such as China, India, and Russia begin to expand farther and farther beyond their borders. But in spite of the visceral reaction so many of us have when foreign companies break ground or buy up companies on our shores, the fact remains that the global economy envelops us all.

To be sure, the presence of foreign investors in the United States today is formidable. Foreign direct investment, defined as spending by a foreign-owned company on company-owned ventures or investments in American enterprises, comprises 15 percent of the gross domestic product (GDP), according to the Treasury Department. More than 5.3 million workers are employed by foreign companies in the United States, akin to five companies the size of Walmart. What’s more, those jobs have led to 4.6 million jobs in other parts of the economy, for a total of nearly 10 million people who owe their livelihoods to companies based abroad.

Think of it this way: If all those jobs disappeared and the people who hold them were not able to find work, the unemployment rate in the United States would stand at more than 13 percent, instead of more than 9 percent in 2009. The loss of jobs on such a scale would be a huge blow, sending ripple effects across the economy. Not only that, but the economy simply cannot sustain itself in the absence of foreign investment. Over the past twenty years, foreign companies have invested more than $2 trillion in the American economy, according to a report by Matthew Slaughter, a professor and associate dean at the Tuck School of Business at Dartmouth. In 2007 alone, those companies opened or expanded nearly 760 American factories, creating 52,000 new American jobs and $35.5 billion in capital spending. “The establishment and expansion of foreign companies in the United States has forced people to think harder about who we are economically,” Professor Slaughter said.

[image: ] JOBS ARE JOBS

In researching this book, I asked countless public officials, economists, and executives why investment from overseas is such a necessary part of the American economy. Each time, I received the exact same answer: jobs. Samuel Adcock, the senior vice president of government affairs for EADS, said, “You can argue about the name above the door… [but] at some point, new American jobs are American jobs.”

This very sentiment—that jobs are jobs—is how Michigan’s governor, Jennifer M. Granholm, firmly defended the half dozen foreign trade missions she has made since taking office in 2003, all aimed at bringing investments in research and technology to her beleaguered state. “I’ll go anywhere and do anything to bring jobs to Michigan,” she told me, even as she fervently pleaded in Washington for a bailout for her state’s carmakers. Donald Grimes, an economist with the Institute for Labor and Industrial Relations at the University of Michigan, one of the country’s top economic forecasters, completely endorses this line of reasoning. Grimes, who is well known to listeners of National Public Radio and viewers of The NewsHour with Jim Lehrer on PBS, regularly compiles data that is used by the governors and legislatures of a number of states, including Michigan. Resistance to foreign investment “goes against the fundamental idea that the world is a more integrated place” he said. “Look at these jobs—there are lots of jobs here.”

Those jobs are everywhere—not just in traditional manufacturing centers such as Detroit or the Rust Belt. Foreign companies employ Americans everywhere from Alaska to Florida; there are foreign-owned companies employing American workers in every one of the fifty states. In Indiana alone, for example, one out of every seven manufacturing jobs comes from a company based outside the United States. And the payoff has been invaluable. Without foreign investment, said Mitch Daniels, the Republican governor of Indiana, “We’d be a dust bowl.”

Foreign investment has been the single most important economic factor that has helped lift the Deep South out of the past and into a high-tech future. It is a collective strategy that could be seen as the South’s economic revenge on the North, some 150 years after the end of the Civil War. Governors from South Carolina to Texas, from Kentucky to Georgia have relentlessly courted foreign companies, using the lures of tax breaks, laws that make it difficult for unions to organize, and their courtly hospitality. In short, they want foreign investment and will do whatever it takes to get it.

With good reason: Few states have reaped the benefits of foreign investment more
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