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The flood of Japanese assembly plants in
America antd Europe is openly welcomed as a
positive new force.

They promise new jobs, access to Japan’s
legendary management skills, help with
reindustrialising the West and improvement
of our trade balances with Japan. These
benefits have considerable merit and fall on
the sympathetic ears of Western politicians,
industrialists and labour. Best of all, they
leave a warm feeling, actively fuelled by
Japanese public relations, that something
positive is finally happening to the West’s
relationship with Japan.

All this has deflected a critical analysis of the
growing shift of Japan’s productive capacity
to America and Europe. Trojan Horse, the
first book to address this complex and
controversial issue, reveals the reality that
‘what you see is not what you get’.

Trojan Horse shows that Japan is the only
winner. Using Japanese-made equipment to
assemble components created, designed,
developed and manufactured in Japan with
low-skilled low-cost Western labour,
Japanese firms can evade increasing
protectionism and the high Yen value and still
have access to the West’s consumers.

Japan’s Trojan Horse assembly plants in their
present form are a timebomb ticking away at
the heart of America and Europe’s industrial
competitiveness. . . and time is running out.
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INTRODUCTION

‘Most Japanese products are distributed through companies with such
proud names as Thomson-Brandt, Telefunken, Saba, Blaupunkt, to name
just a few. They are the Trojan Horses of the Japanese industry. — Dr. Max
Grundig, 1984

Twelve years from now it is quite possible that the world’s fourth and
fifth largest industrial powers behind the US, Japan and the EEC will
not be Russia and China, but Japanese industry in the US and in the
EEC.

Déjd vu? The similarity with Jean-Jacques Servan-Schreiber’s
opening sentence in his best-seller The American Challenge is deliberate.
Exactly twenty years ago Servan-Schreiber warned that the growing
US industrial presence in Europe was a major threat to the social,
economic, political and technological future of Europe.

Europe was ‘colonized’ by US multinationals, but the effect of US
manufacturing investments over the last twenty years has been more
positive than negative. US firms came to terms with European sensi-
tivities, not least as a result of the controversy created by The American
Challenge and adopted a responsive attitude to their investments, busi-
ness policies and practices. They were also quick to spot the advantages
of ‘Europeanizing’ their presence. By creating fully integrated manu-
facturing, developing local suppliers, building R&D facilities, using
Europe as an export base for Africa, Eastern Europe and the Middle
East and by transferring both managerial skills and technology, they
helped to accelerate the post-war development of European industry
and made a net contribution to Europe’s economy.

Twenty years later Europe and the US face a similar challenge:
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Japanese manufacturing investments in both continents. Ironically
those very conditions which provided the US with its comparative
advantage making it such a formidable competitor to Europe in the
1960s — access to large amounts of low-cost capital, a strong currency,
new technology and the ability to transform raw science into low-cost
and high-quality marketable products through superior managerial
and organizational skills — have been, or are in the process of being,
transferred to Japan. Today the prime movers in global business are
Japan’s financial, technological and managerial muscle and the US
and the EEC are wallowing in the wake of Japan’s industrial
slipstream.

Japanese investments in the West have been growing through the
last decade. Initially much of this was in real estate and government
and corporate bonds and buying into banking, insurance and other
financial services. In a volte-face Japanese investment in the mid-
1980s shifted rapidly towards building up productive capacity in the
form of assembly plants in the US and in the EEC.

Trojan Horse focuses on the many problems created by these
assembly plants and on ways that the West can channel these
investments into more productive contributions to its reindustria-
lization.

The book is divided into seven parts. Parts 1 and 2 identify the
decline in the value of the dollar and increasing protectionism in the
West as the key forces driving Japan’s move away from exporting
finished products to ‘localizing’ imports through assembly plants in the
West.

Part 3 shows how these driving forces fit into Japan’s shift in
industrial strategy as it moves to become the globalized player in the
world economy. It examines the changing role of manufacturing
investments, the emphasis on technology, the development of global
supply networks and the changes going on in managerial style as
Japan moves downstream from an export to a global manufacturing
economy.

Part 4 examines the many and complex implications of Japanese
assembly plants in the West from the Japanese and Western perspec-
tives. It looks at their effects on the transfer of managerial and labour
skills and technology, at the quality and quantity of employment that
they create, and their effects on the trade balance and on Western
economic structures and competitiveness.

Part 5 focuses attention on the crisis in Western competitiveness. It
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INTRODUCTION

shows not only how government policy, or non-policy, has contri-
buted to the decline but also the seminal effect of mediocre manage-
ment on the erosion of Western competitiveness.

Part 6 builds on the previous chapters, identifies the convenient
excuses being used to avoid confronting the issue and presents a series
of approaches which can be used to channel Japanese investments into
patterns which make real economic and social contributions to the
West.

Part 7 concludes Trojan Horse. It describes why forceful approaches
are not being taken and raises issues which go far beyond the short
term and question the very future of an industrialized West, which
continues to ignore the Trojan Horse effect of Japanese low value-
added assembly plants.

Trojan Horse is not written as a stereotype exercise in Japan ‘bashing’
but to place Japanese inward investments in assembly plants in per-
spective and identify the few benefits and many problems they create.
Trojan Horse is designed to sensitize decision-makers in the West to the
risks of ignoring the threats of unconditionally embracing the current
low-value-added content of Japanese assembly plants and to stimulate
a new dialogue both within the West and with Japan to improve the
quality of inward investment.
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