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Abstract

In this study, we will analyze the political economy of Japanese foreign direct
investment (JFDI) in the United States during the period through 1985 to 1993
from the perspective of International Political Economy (IPE) . The core question
asked in this dissertation is why and how the United States managed the entry of
Japanese FDI during the above period. Specifically, we attempt to center on
U. S. investment policy change which was a tesult from the entry of JFDI The
petiod covered in this dissertation is the most important development stage in
U. S. investment policy during the past four decades. In this case, the United
States was the largest economy in that time, while the Japan was the second
largest economy. To examine the impact of JFDI and U. S. policy adjustment, the
unitary actor model in traditional International Relations is not sufficient to grasp
the complex dynamics of the problem. Furthermore, U. S.investment policy
adjustment is essentially a political process and therefore requites a political
economy approach.

To accomplish this objective, we construct a more detailed analytical framework
help us specify the relationship between JFDI and U.S. policy adjustment. This
framework was a slightly revised one provided by the second generation of IPE
scholars in the new century. It emphasizes that interest and institution are two
crucial variables to examine policy adjustment. In this framework, unitary actor
assumption is only a special case. Based on rational choice institutionalism, the
logic is that the incentives rooted in economic interest strongly compel individuals,
societal groups and states act. At the same time, whether the policy demand that

these actors asked would be realized partly depend on the policy supply framed by
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institution. As a result, what needs to b\e clarified is which kind of interest created
by JFDI and under what institution circumstance?

This dissertation argues that U. S. policy adjustment is partly due to the nature of
JFDI, and partly depends on the institution background. At the national level, if
the U. S. industries that JFDI entered would create national economic gap between
the United States and Japan, U. S. government will strongly oppose this kind of
FDI. Although thete ate debates on the policy to JFDI during the executive, inter-
executive branches, and Congress, they acted as if a unitary actor in the name of
national security or most accurate national economic secutity. At this level, the
demand and supply of policy are managed by the federal government.

At the states level, most of the states welcome the entry of JFDI Most of the
JFDI in the United States provides revenue and jobs, and helps local governments
to promote economic growth. To states in the United States, the national
economic security is not the most important problem confronted during this
period. At the same time, the U. S. Constitution and unique federalism institution
design does not allocate power clearly on regulating FDIL In the United States,
“the war of the states” in attracting JFDI was a big problem in this period. Some
issues, such as tax system reform, states role in international economic affairs,
and local advantage in globalization are examined.

At the international level, the mutual interest resulted from the mobility of
JFDI lead to the creation of international investment institution. The unique
complementary effects feature of JFDI on trade creates linkage politics and leads to
multilateral solving way. It was in the Uruguay Round of General Agreements on
Tatiffs and Trade (GATT) (1986 - 1993) that investment issues were successfully
integrated into GATT trading system. This dissertation argues that the cooperation
between U. S. government and Japanese government to help establish the Trade-
Related Investment Measures (TRIMs) in GATT framewotk. Moteover, without
the mutual interest which existed between JFDI and U. S. multinational
corporations, this kind of international investment institution building could not
be achieved in this period.

In summary, U.S.investment policies to JFDI are located between free

investment and protectionism. The diversity of policy adjustment is determined by
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the nature of JFDI as well as multilevel institution arrangements in the United State
on this issue area. A relative theoretical inspiration from this study is that the
impacts of globalization to developed countries are more complexity than
conventional wisdom considered- The mobility of transnational economic factors
between national states and in the national state created very different distribution
of benefits and costs. To cope with this kind of challenge, institution design and

compatibility between national, domestic, and international levels are crucial.
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