
Foreign-Based Companies Investing 
in the 

U.S. Auto Industry

Office of Aerospace and Automotive Industries 
International Trade Administration 

U.S. Department of Commerce 
August 2007



Foreign-Based Companies Investing in the U.S. Auto Industry 

OVERVIEWOVERVIEW
Foreign Direct Investment continues to play an increasingly important role in the U.S. 
automotive industry.  There are now nine foreign-based motor vehicle companies 
producing vehicles in fifteen auto plants in the United States.  The list includes one 
Korean firm, six Japanese companies and two German companies.  To varying degrees 
these companies have encouraged their traditional supplier firms to co-locate new 
facilities in the United States to supply their new operations.  According to the Bureau of 
Economic Analysis, these manufacturers have investments valued at over $66 billion in 
the United States ($44.7 billion from motor vehicle producers).  Many of these firms, 
such as Toyota have announced new investments over the next few years.  In addition, 
there are new players on the horizon, including Hyundai’s subsidiary Kia, with plans to 
open U.S. plants.

The trend has been for the foreign-based companies to locate their operations in the 
southern United States, away from the traditional center of U.S. auto manufacturing in 
Michigan, and into areas without strong pro-union sentiment.  The most recent new 
plants or plant announcements, from Hyundai, Kia and Toyota are (or will be) located in 
Alabama, Georgia, Texas and Mississippi.  These foreign-based companies have proven 
to be good corporate citizens adding high paying, quality jobs to local communities.  

EMPLOYMENTEMPLOYMENT
While the past several years have shown increases in jobs at foreign-owned plants, they 
have also seen a marked decline in employment of the traditional U.S. Detroit 3 (General 
Motors, Ford and DaimlerChrysler) manufacturers.  In attempts to institute turnaround 
plans, these companies have shuttered plants and reduced employment on a massive 
scale.  However, the impact on the total U.S. automotive industry and the U.S. economy 
is less severe than it would otherwise be due to the presence of foreign-based automotive 
manufacturers in the United States.  While not completely compensating for Detroit 3 job 
losses, the foreign-based companies’ U.S. operations have mitigated the decline. 

Overall, the U.S. automotive sector lost 243,000 jobs between 2000 and 2006 (see chart 1 
and appendix A).  Recent announcements from the Detroit 3 and the continuing 
contraction of the auto parts sector show that the decline will continue, at least in the near 
future.  In 2006, 34,000 employees, or almost a third of GM’s hourly workforce, accepted 
a package to take buyouts or early retirement offers.  Ford saw a decline of 8,000 
employees in North America in 2006.  Ford also announced an additional 38,000 hourly 
positions and 10,000 salaried positions would be cut by the end of 2007.  In 2005, 
Chrysler announced plans to eliminate at least 10,000 hourly employees, plus 7 percent 
of DaimlerChrysler’s 14,000 U.S. salaried workers, or about 1,000 positions.  Over the 
past three years, DaimlerChrysler has reduced its workforce by 40,000 employees.

According to industry data and staff estimates, the foreign-based companies and their 
affiliated parts companies now employ 63,000 U.S. workers.  This number has shown a 
steady increase (up 52 % since 1995), but is far below the number of jobs already lost by 
the industry. 
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Chart 1 
Automotive Industry Employment 
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PRODUCTIONPRODUCTION
Over the last twenty years, foreign-based manufacturers have steadily added production 
capacity in the United States.  In 1986, the Detroit 3 accounted for 95.4 percent of U.S. 
passenger vehicle production.  By 2006, their share had fallen to 63.6 percent of 
production.  During this time, Detroit 3 production declined from 10.6 million units to 
only 6.8 million units.  However, due to the production of foreign-owned plants, total 
U.S. passenger vehicle production remained fairly steady.  In 1986, production equaled 
11.1 million units. After peaking in 1999 at 12.6 million units, production fell to 10.8 
million units in 2006 (see chart 2 and appendix B). 

Looking at all of North America, Ward’s Automotive forecasts that Toyota will likely out 
produce Chrysler within five years.  This prediction is based on two factors:  Toyota 
building at least one more plant in North America (Toyota may be considering as many 
as four more) and Chrysler reducing production to match its market share.   

SALESSALES
Almost all of the global automakers follow the adage of producing where they sell, and 
the United States has the largest market in the world.  Therefore it is no surprise that the 
vast majority of vehicles sold in the United States are produced in North America.  This 
has remained true even as the Detroit 3 have lost market share to foreign auto companies.  
In fact, the trend of North American sourcing has increased.  In 1986, the Detroit 3 had 
73.3 percent of the U.S. market, and 74.2 percent of the market came from North 
American produced vehicles.  In 2006, the Detroit 3 captured only 53.5 percent of the 
U.S. market, but 77.7 percent (down from 80 percent in 2005) of the vehicles sold in the 
United States were NAFTA sourced (see appendix C). 
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NON-PLAYERS AND FAILED OPERATIONSNON-P F OLAYERS AND AILED PERATIONS
While many of the world’s major automakers have created successful production 
operations in the United States, this is certainly not true for all.  Some members of the 
world’s top 20 automakers are still relatively focused on their home markets and do not 
have U.S. sales, like China’s Shanghai Automotive Industry Corporation (SAIC) or 
Russia’s AutoVaz.  Other automakers are well known in the United States, such as 
Porsche, but do not sell in high enough volumes to warrant the investment in a U.S. 
production facility. 

The U.S. automotive market is extremely competitive.  Two automakers have invested in 
the United States but failed to maintain sufficient sales and were forced to terminate their 
investments.  Volkswagen was the first foreign automaker to open a U.S. plant and was 
also the first (and only) to close a U.S. plant.  After 11 years of operation, in 1989 
Volkswagen closed its plant in western Pennsylvania.  The plant initially produced the 
VW Rabbit hoping to follow up on the success of the VW Beetle (at its peak, U.S. sales 
topped 500,000 a year) and then moved on to produce the Jetta and the Golf.  However, 
faced with stiff competition from Japanese rivals targeting the same market segment, 
sales were a disappointment.  By 1989, total VW sales in the United States were down to 
only 152,000 vehicles. The declining sales of VW’s U.S. lineup ultimately proved unable 
to sustain the investment.  Volkswagen has supplied the U.S. market with imported 
product ever since. 

More recently after a period of faltering sales, in 2003 Isuzu quit producing vehicles at 
the plant it shared with Fuji Heavy Industries (Subaru).  In 1989, when the plant opened, 
Isuzu had U.S. sales of 129,000 vehicles.  By the time Isuzu left the partnership, the 
company’s U.S. sales had declined to only 53,000 vehicles.  Isuzu sold its equity share in 
the plant to Fuji (49 percent, for one dollar), ending a fifteen-year partnership.  However, 
the plant did not close and Fuji continued its operations. In 2007, Toyota announced that 
it would use its equity relationship with Fuji (Toyota owns 8.7 percent of Fuji) to begin 
production of the Camry at the plant to meet high U.S. demand for the vehicle. 

Isuzu has not entirely departed the U.S. manufacturing scene.  As a result of Isuzu’s 
partnership with General Motors, Isuzu-brand vehicles that share platforms with GM 
vehicles continue to be assembled on GM assembly lines in the United States.  For 
example, GM assembles the Isuzu Ascender SUV (which is based on the Chevy 
Trailblazer) and the Isuzu I-290 and I-370 pickup trucks (which are based on the Chevy 
Colorado).  GM operates similar arrangements with some of its subsidiary companies.  
For example, GM produces the Saab 9-7X SUV (which is also a variant of the Chevy 
Trailblazer) in the United States, and the Opel GT Roadster sports car (which is based on 
the Pontiac Solstice and the Saturn Sky) for export to Europe. 

CONCLUSIONCONCLUSION
The fact that the United States has one of the most open auto markets and open 
investment climates in the world has encouraged a large influx of FDI over the past 20 
years.  Competition has forced the indigenous manufacturers to consolidate and 
restructure as they face the increasing competitive nature of the industry head-on in their 
home market.  As foreign companies’ percentage of the U.S. market has increased, they 
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have continued to increase U.S. production (replacing sales that would have alternatively 
come from imported vehicles).  New jobs have been created by the new investments.  
However, as new jobs are created (as a result of increased sales from companies like 
Toyota and Hyundai), jobs are lost at Detroit 3 companies as they close plants in their 
efforts to have their capacity reflect their declining market share.  The new workers hired 
are not the same workers let go by the Detroit 3, and in fact are often living hundreds of 
miles away in different states.  Furthermore, given the greater efficiency of newer plants, 
the jobs gained by the U.S. economy as a whole are fewer than those lost, leading to a net 
employment loss for the country.  Still, overall foreign-based companies’ investments 
have proven beneficial for the automotive sector, have helped reduce the automotive 
trade deficit and have provided a major boost to many local economies. 
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Summaries by Company 

Honda
Honda began sales operations in the United States in 1959 with the establishment of 
American Honda Motor Co., Inc., Honda's first overseas subsidiary.  Honda began U.S. 
production operations in 1979 and produced its first U.S. built cars in 1982.  Since that 
time, Honda has invested more than $8.5 billion in its North American operations with 14 
major manufacturing plants, employment of more than 33,000 associates and the annual 
purchase of more than $16 billion in parts and materials from suppliers in North America.  
According to Honda, nearly 8 of 10 Honda and Acura cars and light trucks sold in 
America are produced in North America. 

During May 2006, Honda unveiled its “2010 Vision” for its North American automobile 
operations.  In addition to the new auto plant in Indiana (see below), Honda’s North 
American plan also includes the following corporate initiatives:  1) construction of a new 
engine plant in Canada to begin production of 4-cylinder engines in 2008 with an 
investment of $140 million and employment of 340 associates; 2) expansion of U.S. 
engine, transmission and powertrain component production in Ohio and Georgia, with 
additional investment of $125 million and additional employment of 80 associates; 3) 
introduction in the United States and Canada in 2009 of a new, more affordable, 
dedicated hybrid car; 4) introduction in the United States and Canada within the next 
three years of new 4-cylinder diesel engine technology that meets U.S. EPA Tier 2 Bin 5 
emissions standards; and, 5) establishment of a voluntary goal to improve American 
Honda's Corporate Average Fuel Economy (CAFE) by five percent over 2005 levels by 
the year 2010.

In June 2006, Honda announced it would build a new $550 million automobile 
manufacturing plant in Greensburg, Indiana.  The plant will begin mass production of 
fuel-efficient 4-cylinder vehicles in fall 2008, with an annual production capacity of 
200,000 vehicles and employment of 2,000 associates.  This new plant will help boost 
Honda's total North American auto production capacity from 1.4 million units to more 
than 1.6 million units in 2008, grow Honda's employment in North America to more than 
37,000 and increase North American capital investment to more than $9 billion. 

During 2006, Honda also expanded its research and development in North America by 
opening a new advanced design studio in Pasadena, California.  The new studio will 
focus on advanced design concepts and the creation of concept vehicles for future Honda 
and Acura products.  In March 2006, Honda broke ground on its second major California 
design center - the Acura Design Center in Torrance, located adjacent to its existing Los 
Angeles Center and the company's U.S. sales headquarters.  The new Acura Design 
Center, opening in the summer of 2007, will focus exclusively on market research and 
styling design activities for the Acura brand, while the existing Los Angeles Center will 
be responsible for market research, concept development and styling design for the 
Honda brand.  Honda’s new advanced design studio will work closely with other Honda 
advance design studios around the world - specifically in Germany, Italy and Japan - to 
provide future product and brand direction to Acura and Honda product design stylists.
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Mazda
Mazda has one plant in the United States.  Operating with Ford Motor Company (which 
owns 33 percent of Mazda) under the umbrella organization of the Auto Alliance 
International, Mazda produces the Mazda6 in Flatrock, Michigan.  Mazda purchased the 
plant from Ford and began operations in 1987.  In 1992, Ford repurchased 50 percent of 
the plant from Mazda and the two companies began joint operation under Ford 
management.  The plant has a capacity of 240,000 total units a year, including production 
of Ford Mustangs.  The plant has 3,800 employees and total investment in the plant is 
valued at $1.9 billion. 

In an arrangement to help maximize capacity utilization, Ford produces the Mazda B-
Series pickup truck (which shares a platform with the Ford Ranger) at its Twin Cities 
plant in St. Paul Minnesota, and the Mazda Tribute (which shares a platform with the 
Ford Escape) at its Kansas City, Missouri plant.

Mitsubishi
“Mitsubishi Motors North America, Inc. (MMNA) Manufacturing Division began as 
Diamond-Star Motors in a 50/50 joint venture between Mitsubishi Motors Corporation 
(MMC), Japan, and Chrysler Corporation (now DaimlerChrysler), in the fall of 1985. In 
1991, MMC purchased Chrysler’s 50 percent share and the plant became a wholly-owned 
American subsidiary of MMC.  In 2001, DaimlerChrysler (DC) acquired 37 percent of 
MMC.   In January 2001, all North American operations of Mitsubishi Motors were 
consolidated into Mitsubishi Motors North America (MMNA).  The Manufacturing 
Division in Normal, IL represents Mitsubishi Motors’ only passenger car assembly plant 
in North America.” (source: Mitsubishi web page) 

Mitsubishi’s investment in its plant in Normal, Illinois is valued at $1.7 billion.  The plant 
employs 1,750 people.  While the plant has the capacity to produce 220,000 units a year, 
2006 production was only 92,569 units. 

Nissan
Nissan has two U.S. plants, one in Tennessee opened in 1982 and a second plant added 
later in Mississippi.  Co-located with the Tennessee plant, Nissan has facilities to produce 
engines and transaxles.  Total investment at the two facilities is valued at $4.2 billion.  
Combined, there are over 12,000 employees at the two facilities. 

In a move to consolidate its North American operations, Nissan moved its headquarters 
from Southern California to Nashville, Tennessee.  Construction of the $70 million 
Franklin headquarters will be completed by 2008.   

Subaru
Subaru has one U.S. plant, now operated in conjunction with Toyota.  Originally, the 
plant was opened as a joint venture between Fuji Heavy (Subaru) and Isuzu.  However, 
due to declining sales, Isuzu was forced to sell its share of the plant to Fuji Heavy in 
2003.  When GM sold its equity ownership shares in Fuji Heavy to Toyota, Toyota took 
advantage of the excess capacity at the plant created by the departure of Isuzu to further 
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expand its North American production (see Toyota section below).  The plant, located in 
Lafayette, Indiana employs 1,230 workers, and has a total investment of $1.2 billion. 

Toyota
Toyota has been growing its U.S. production capacity to keep pace with its growing share 
of the U.S. market.  The company is the most thoroughly entrenched foreign-based auto 
company in the United States and currently operates R&D operations, 13 vehicle 
manufacturing, powertrain, and components facilities in North America, and has plans for 
more.  In order to keep pace with growing demand, Toyota intends to continue further 
plant investments in North America, and has many prospects and locations under review.  
Several states are queuing-up to compete for these possible future sites and investments.  
In fact, Toyota’s annual production capacity in North America is expected to reach 2.02 
million vehicles (current capacity is 1.75 million vehicles) by 2008 as a result of the 
increased production capacity at several existing and potential new North American 
production sites. 

On March 13, 2006, Indiana Governor Mitch Daniels announced that the Toyota Camry 
would be built at Subaru of Indiana Automotive, Inc. (SIA), directly creating about 1,000 
jobs.  The news was part of a collaborative agreement announced between SIA parent 
Fuji Heavy Industries Ltd. (FHI) and TMC, a FHI stakeholder.  Approximately $230 
million will be invested to install Camry manufacturing processes in an existing SIA line 
capable of producing about 100,000 vehicles annually.  Toyota also reportedly plans to 
add robotic welding technology to SIA plant called the Global Body Line, which allows 
it to produce various types of vehicles on the same assembly line; however, Toyota 
declined to identify other candidate vehicles.  Camry production at SIA begins in Spring 
2007.  Camry production in Indiana replaces imports of the car.  Toyota Motor 
Manufacturing, Kentucky, which builds the Camry, will support SIA by providing 
training on Camry processes.  Parts and materials for the Indiana-built Camry will be 
sourced and procured by Toyota.

In April 2006, Toyota launched the consolidated R&D and manufacturing North 
American operations.  By strengthening the link between Toyota's North American R&D 
and production activities, Toyota Motor Engineering and Manufacturing North America 
(TEMA) is expected to increase operation efficiency and flexibility by reducing lead 
times for all related processes.  Set up with an aim toward allowing a flexible response to 
changes in the marketplace, Toyota expects TEMA to open the door for greater 
localization.  In launching TEMA, the functions previously handled by Toyota Motor 
Manufacturing North America, Inc. (TMMNA), the headquarters for Toyota's 
manufacturing activities in North America, and its R&D unit, Toyota Technical Center 
U.S.A. Inc. (TTC), are integrated.

In September 2006, Toyota held a groundbreaking ceremony in Yorktown, Michigan, to 
mark the expansion of TTC, a division of TEMA.  To promote localization of research 
and development aimed at strengthening Toyota’s North American line-up, TCC-
Yorktown will supplement the Ann Arbor, Michigan, campus.  TCC-Yorktown is 
expected to be completed by mid-2008, and will feature an engineering design facility 
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and a safety test facility, at an investment of $187 million, with a total of 400 new jobs to 
be added in scheduled phases by 2010. 

In October 2006, Toyota began its first hybrid vehicle production in North America with 
the Camry at its Georgetown, Kentucky plant.  Toyota invested approximately $10 
million towards production of this vehicle, and capacity currently stands at 48,000 units.
Given demand, this will reportedly increase to 60,000 vehicles a year.

Toyota also continues to localize parts production.  For example, during 2006, Toyota 
began gear production (which was previously only done at a Toyota facility in Japan) at 
its Buffalo, West Virginia engine plant.  This required a plant expansion for the fifth 
time, and added 150 positions through a $120 million investment.  The engine and 
transmission plant will build an additional 240,000 automatic transmissions a year 
starting in 2007.  Total automatic transmission capacity will rise to 600,000 annually.  
With the additional investment, Toyota will have spent $920 million at the Buffalo plant.  
Toyota also expanded its Huntsville, Alabama engine plant to boost V-8 output, bringing 
total engine capacity to 400,000 units.  Employment is more than 500 workers, and the 
expansion created more than 300 additional jobs.    

The Alabama plant supplies engines to Toyota’s California and Mexico-built Tacoma 
compact pickup trucks, as well as the next generation Tundra full-size pickup, built in 
Princeton, Indiana and San Antonio, Texas.  This plant already produces the V-8s for the 
current generation Tundra and Sequoia full-size SUV, both built in Princeton.  It has the 
capacity to produce 130,000 V-6s annually, as well as 120,000 V-8s.

In November 2006, Toyota began production of its Tundra full-size pickup truck at its 
San Antonio, Texas plant.  Total plant investment is approximately $1.28 billion, and it 
has a capacity of 200,000 vehicles, and employs 2,000 workers.   

Following closely on the heels of the start of production in Texas, Toyota announced in 
February 2007 that it will build a $1.3 billion manufacturing plant near Tupelo, 
Mississippi, where it will produce 150,000 Highlander SUVs annually beginning in 2010.
That plant will create 2,000 new jobs. 

Toyota continues to collaborate extensively with other manufacturers.  For example, the 
Toyota and General Motors joint venture factory, New United Motor Manufacturing Inc. 
(NUMMI), will receive a $143 million upgrade, focusing on improvements in its paint 
and assembly lines.    

Mercedes
Mercedes has one U.S. plant, located in Alabama.  The plant, first opened in 1997 now 
produces almost 400,000 vehicles a year.  This comes after a $600 million investment in 
2000 doubled the size of the plant to take advantage of the global popularity of the M-
Class.  According to the corporate web page, Mercedes is now Alabama’s largest 
exporter, with exports of over $1 billion a year.  The plant employs over 4,000 workers. 
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BMW
The BMW plant near Spartanburg in South Carolina began producing BMW automobiles 
for the world market in 1994.  This plant is the sole source of the X5 Sports Activity 
Vehicle, Z4 Roadster, M Roadster, Z4 Coupe and M Coupe.  Due to the success of these 
automobiles, the Spartanburg plant has had to be substantially enlarged.  Its output has 
been expanded by adding additional shifts, introducing flexible working hour models, 
and hiring new employees.  Today, the Spartanburg plant is open six days a week, 
producing automobiles approximately 110 hours a week.  It currently employs 4,700 
workers, and can manufacture over 500 vehicles daily.

During 2006, BMW demolished the two-line assembly system and converted it to a 
single-line system, which allows for additional flexibility to handle seasonal fluctuation 
of models, as well as the introduction of new models to markets in a shorter lead-time, 
and constructed a new high-speed manufacturing testing facility.  By March 2006, BMW 
had produced its 1 millionth vehicle at the Spartanburg facility.   

In August 2006, BMW announced it would invest about $50 million in the LSP 
Automotive Systems sheet metal stamping facility located in Commerce Park in Union, 
South Carolina.   LSP will manufacture the molds of a new vehicle that will be produced 
at BMW Manufacturing beginning in 2008.  The molds will be used to produce sheet 
metal stampings for the exterior of the vehicle.  The $50 million will be used to buy the 
molds, which will be owned by BMW.  LSP will invest $96 million in its equipment and 
facility. The LSP investment is expected to generate 130 new jobs in Union County and 
will make BMW and LSP the county's largest taxpayer, paying an estimated $2 million 
per year beginning in 2008, according to county officials. 

Hyundai/Kia
Hyundai’s Montgomery, Alabama plant opened in mid-2005 and its total investment to-
date is $1.1 billion.  At full capacity (expected by 2007) the plant will employ 2,500 
workers.  This plant initially produced the Sonata sedan and added-on the Santa Fe CUV 
during 2006. 

The co-located Hyundai Mobis plant supplies an array of parts and modules needed in 
producing the vehicles, to include:  front and rear chassis modules; cockpit modules; 
airbag systems; bumper systems; and, door-trim packages.  Beyond this, Hyundai is 
reportedly considering a full-size pickup for the U.S. market.  In addition, Hyundai has 
confirmed that it will introduce a hybrid model for the U.S. market before the end of the 
decade.

In March 2006, Korean manufacturer Kia, (Hyundai has controlling interest in Kia) 
announced it would invest $1.2 billion in its first U.S. production plant, which will be 
located in West Point, Georgia, on the border with Alabama.  It is reportedly considering 
both fullsize pickups and sporty convertible segments for production.  Looking for ways 
to brand differentiate, Hyundai will reportedly focus more on unibody frames while Kia 
will focus more on body-on-frame vehicles.  The plant, which is to open in 2009, will 
employ 2,500 workers, and be capable of producing 300,000 vehicles a year.  Kia said it 
has invested more than $300 million in the United States over the last four years. 
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Hyundai’s Ann Arbor, Michigan Tech Center opened during 2005 and represents a $117 
million investment over two phases, $56 million of which is dedicated towards 
construction.  Officials say that it provided 85 new job positions during the first year, and 
potentially 750 more down the road.  This facility replaced an older facility built in 1986 
that was dedicated to emissions work on U.S. products.   

Primary sources for background:  manufacturer web pages, Ward’s Automotive, and 
Japan Automobile Manufacturers Association’s brochure, “Japanese Automakers in 
America, New Plants, New Jobs, New Vehicles” 
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