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he Returning Yave of Foreign Investment

of the broad diversification of American business

3]

interests into foreign countries is a phenomenon which become
ent early in the study of business and economic reality.

Tessons progress logically through the benefits and implications

of power in foreign trade in the development of such concevts

) Py

-rade deficits, dumping in a selected

the balance of payments, B

ariket, economic interdependence, spheres of economic influence,

the industrialized nation, the underdeveloped or emerging nation,
investments in foreign business, and diversification culminating
in international trade and world market. Generallv. the Tast two

enerations of Americans have thought of this process as a one-

vay street travelled by agressive American businesses whose

)

steps marched easily and naturally from selling goods in a foreign
markel, making an investment in or buying up a foreign business to
get closer to the foreign market, setting up an agency or distri-

to finally setting up a fac

~

bution office to improve service,

or

ory
s 31 B L S (R = 3 = i L T 1 : 1 i3s3 Jiid 4 ~
in the country to directly compete in that market. This kind of

-

1" v g > + o e 9 - al 3 i
economic invasion is attested by countless examples arising

Tos g g :
Roul Tunley, "In Svartanburg, the Accent Is on Rusiness,"
Reader's Digest, reprinted from the January 1974 issue, p. 1.

=
“Ibid,




~

{rom common exverience: Coca-Cola bottles labeled in indecioherable
languages; American-brand automobiles being made in other countries;
American oil companies drilling for oil the world over and erecting
their signs over their plants and filling stations abroad; friends
travelling overseas for a few years to work in the company's

t. TIn this process American direct capital invest-

, % s 4 s 1 o -
ments abroad have reached a total of 94 billion dollars. This is

211 familiar ground as its problematic asvects are examined in

s}

he daily news in reports of nationalization moves and anti-

Aimerican sentiment: "“Yankee, go home!"

ne hyvothesis of this study is that the economic orincipnle
involved in the foreign diversification of American business is

universal. This is of course to be expected of any valid prin-

ciple discovered in the study of business as a science. The

)

proof of this hypothesis is not the main thrust of this study,

however, since it is obvious that any country as an economic

unit can experience conditions similar to those outlined above

culminating in the establishment of its own agencies and factories

abroad. [t is a facl that, aided by dolliar devaluations, the
influx of foreign business operations into the United States is
s §

accelerating.  Examples are becoming more and more abundant.

. -

'he English are now the second largest manufacturers of newsprint

. 1t

in the Unite

foh

states. The Japanese concerns include airvplanes,

ball bearings and Thoroughbred horses. The investments of newly




have been the object of recent news revorts. The Germans have

e L Y = R e | - |
rnere €1s8e oguisliae LGermany.

As these formerly 1ittle known develooments have received
ntion they have surprised many Americans, and as in
the case of the Arab investments their reactions have not always

heen favorable, The scale of this reverse investment is stilil

1aller than the American measure. Direct capital investments
1. = Tt i o) 2% [ad ik 4 . .
Lln the United States amount to only 14 billion dollars, or arouns
D
1 . o i ~ ) R : . - 3
> per cent of the American investment abroad.
} 3 t

this study is the vractical exposition of

the hypothesis that the principle of foreign diversificati

.
1L

universal. This can be accomplished in a direct manner by going

J—

1d seeing the principle in operation in the real world, or

1 1 -

looking is with the German investments in South Carolina. This
i Y e % e ~ - % rocoare) 7 a £ 4 .\-1 1 ur e . S 4 1 v o
study is a report on researchand field work done in that area.

ne hypothesis is directed

toward the ignorance of the developments it predicts in America

Focus: Spartanburg, South Carclina

The scope of this study has been 1imited to an investigatior

O

of the German investments in South Carolina as a practical example
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-
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of the operation of the principle of foreign diversification.

mis German foreign develooment is focused in the city of

M= o

sevartanburg. This city of 45,000 peovle in the northwest corner

Sonth Carolina at the foot hills of the Blue Ridrce Mountains

has attracted more foreign business than any other city its

~

size in the United States. This has been achieved in svpite of

that OSpartanburg is a fair distance from any large

\
n

There are some 37 foreign firms from nine countries whic

B 1 h

have located around the city of Spartanbursz. Their investment

-~

includes a ten member sales and service . staff

-
(o)

4 L ~

employing 200 workers.” At the top/of the scaleris a 159

s < P : : o 3 . L
million dollar polyester-fiber plant with 3,270 workers. The

[~ aWal

international community numbers around 1,507, As a result of

this develovment the Greenville-Svartanbure Airvort was declared

an Inland Port in 1972, which means that the U, S. Customs Service

=

overates at the airport processing nassengers from jet airliners

from all over the world, It is the first port of its kind intne

=
Southeastern States.”

It is therefore appropriate that the field work in this

study is focused on the development in Spartanburg. This study

| P
Ebid.

3

“"Turopean Business People Like Carolina -- And It's Mutual,"

S. News and World Report, June 26, 1972, p. 62.

b &
“Ibid.

—
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I

will demonstrate what is actually happening in the returning wave
of foreign investment as seen in this sharo focus. As part of
Lthe research for this study, a field trip was made to Spartanburg
at the beginning of this year.  The opportunities for eyewitnes:
experience, for access to research material on this subject of
common knowledge, for interviews and for informatisnal
tours were rich and rewarding.

The backzround material providing the sunport for the exve-

tion to the field and for the observations drawn from the

experience proceeds in large part from another unique opportunity.
'r. Galler of the German Consulate in Atlanta, Georgia was able
direct the thrust of the research effort toward pertinent

Terman language publications and provide invaluable information

0 the individual firms of interest by way of introduction.

o
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SACKGROUND
eports Cerman Export and Investment
general discussion of the many factors which influence a
busint oncern to channel financial investment and resources
h Torm of physical plant into another country would be a
Fitti opic for a textboolk, not this paper. However, general
1d cific information of the background of German investment
the Southeastern United States can lend some 1light on the
iniversal considerations involved.
v article in Wirtschaftswoche, a German business weekly,
licat erman awareness of the 107,990 million deutschmark
balance of trade deficit, carried mainly by Britain, France, and
[taly, that the industrial natione of the West incurred in trade
witl est Germany this last fear.1 This large balance of payments
Ls considered a crisis by German industrialists who anticipate

these countries will take in response.

the market is protected

or "dumping" if goods are imvorted at a price which is

| : a
"Unpredictable Export |

Markets," The German Tribune Tconomic
Affairs Review, VII (1975), vp. 12.

o
“Thid.



>ince the economy of the Federa

than any other toward exports, such
L RECRY - S .o n 1 - L1,

plified effect as the
One-quarter of the revenue earned by
£% e ™ s 3 5w A o » ~ . o~ 1
from foreign trade; one German worker
foreign markets; close to 30 per cent

]

product is earned in foreign trade.
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rice concessions play an ever more imvortant ro

ionsS create a more- serious vroblem for

: a1 e
Lt ‘rice

the Howaldbswerke

AT e s e et nan T R o e B . Y A £
eSS Chne. Wel sfalpyaras, waere a spoKesman S':l:xlt,r‘)’ A 1ew
. A 1 vy - Y Y vyt - Y " e ST NP 1 i 7, T = e oo e -v')'
conyracuesS are navin L0 De renegoiiatea a cne moment. <0
. . | £ 1. 3. 2o noyse ) ) 0 PR, | - A Yo = . 3 - ~ -
X ) Snipyara . cne ederal ‘epublic has exverienced a

) . . \

mand so severe as to force less favorable price

LONS, faff, in Kaiserlautern, is a sewing machine

urer 71 per cent dependent on export trade. Pfaff also

P -~

as spogesmatl 1ans

O

Lticipating sharp cut?

/e are receiving more and more requests for pric

‘¢ and more countries are imposing import
otect domestic industry.:

Jolkswagen has been caught in tl
rice vressure and stiffened sales resistance.
olkswagen has bveen forced to increase prices fiv
nited States, which is its most important export
el ne perpe " rrency f
1 upward price adjustments mean

v -

'

4
rn
J

fluctuation and revaluation of

e considerations.

levies 1in order

of increasing

yince 19771

L
e Tlme

mar<ec, Ooecause

fio
(@]
(8]
e )

swagen's competitiveness with Japanese and Zuropean rivals.

h)

managing director, Rudolph Leiding. Prompted by

of renewed changes in varity between the dollar and the deutschmark

newer to the problem was conceived by the former Volkswagen

the anticipation

L

Deutsch indicates,




~

an vlanes for the construction of a plant in the United

Al

cally illustrated by the side by side appearance of two articles

my

in The "all Street Journal recently, one concerning the West

rman mar< vs. the U, S. dollar and the other concerning the

: o of the Volkswag cacility in Yew Stanto nusylvanis
G 1P o tH VolKowagen faclllty 1h Hew otantoi, rennsy'!vanlae.
ht Lrs rticle, entitled "U., 5. Dollar Weakens As Trading

ag,' credits gentle but steady upward
‘essure on the West German mark as Teaving the U. 5. dollar

B T i o = Ly i = . ¥ % ~ 1 -
ewhat weaker in the daily currency market. The a

3
ot
bde
O
-t
]

oL

to the left, entitled "VW Delays Start-Up

Date at Tls Facility In New Stanton: Parts Problems Develop,"
indicates that Chrysler's lack of parts stamping cavacity may

lead Volkswagen to make an additional dollar increase in its

21ready huge American investment by building a major metal

' AT ~

stamping plant. Nevertheless, Volkswagen officials at the formal

ceremonies marking their takeover of the former Chrysler

~ . .-

Corporation plant which is to be the nucleus of their G. S. c¢ar

making operation were optimistic that the long-vlanned American
venture would help the comvany regain its former viace in the

-

. : g
American auto market.

-

1 :
Ihaa., D15,

)

“1J.S. Dollar Weakens As Trading Returns to Normal QOverseas,"
L

The Wall Street Journal, LVI (September, 1976).

’TPerry P. Brown, "VW Delays Start-Up Date at Its Facility In
New Stanton: Parts Problems Develop,'" The Wall Street Journal,

LVI (September, 1976).




The articles make the point that currency fluctuations and
rising German manufacturing costs had pushed the automaker's
U. 5. pPrices up sharply 'is contributed to a more than 50
per cent drop in sales from the record 1970 lewel of U. S.

sales and the loss of Volkswagen's leading position among imported
- b, [ = et ) R - srre v - . = % 4 Y gt
n e United States. With the cars produced at the New
Yo = = T2 4 4 1a g o~ O - - 2 . - ~as
nto facility the company hopes to regain at least five per

cent of the total U. &. market. Volkswapgen:indicates bthat it

1 = foLe =y - YEp - = oo = - I | T -~ - B e~ ¥ R Fad
71711 til1l be importing dnto the U. S. a substantial number of
Anhdprnleas 3 addd #< Aan Fr 2 se nroduced =t Yawn s A LR !
2 11L G LEs 1.1 3aad1Ltion to Lil()o: proaugcea at eW LanLO «

- | < 1

y1xswagen officials maintain that by producing in the United

tates they can lower manufacturing costs, neutralize the ef

of international currency changes, and attain greater flexibility
1 directly supplying the American dealers. A spokesman, Toni
> Fu::ﬁcrr Volkswagen's management board chairman, noted that,

¢ e a chance to lower manufacturing costs by ten per cent
here. I'm not saying how that might translate.into lower retail

1 T . o~ 3

costs, but we wouldn't be coming to the U, 5. if we didn't think

15 e ¥ ¢ i s 5

ve would be more competitive. r. Schmucker gave an. indication

of the magnitude of effort required for such an undertaking in

1 . -

xxplanation of the extra three months it took to complete the

3.
i

arrangement to buy the plant: "The tremendous negotiations with
the state altered our timetable and with the problem we stil?

n
i

face it would be difficult for us to start much before then [79?”

]Tbid.

2 :
Tibnid .

:
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©



Cerman sectors have already been put out of world

1

market competition by this price trend. An aspect of the problem

of particular interest in this study lies in the former German

strength, Tabor. "Labor costs in the Federal Republic are no

Tonger comvetitive in broad areas of the cloth

3
&

ng- 1l

=

o b < 11
Un»r_’,

[

according to Gert Seidenstuker, a shirt manufacturer in Rielefeld.
He has already diversified his operations to include vlants in

s Portugal, Spain, and Switzerland where production costs

allow him to be more competitive even in the face of certain
>
political 185k8s

A |

tile firms have tried their fortunes

vbroad in an attempt to avoid taxation and higher costs. One
' ~ ) . A 7 3o tt ur . BN <
of the first to do this was Al fons Muller-Wiovperfurth who

—

o 1

relocated most of his production works in Ttaly and Tunisia.”

It turns out that a number of the German plants in Svartanburg,

e-related concerns, oroducing either

‘tiles or machinery involved in the textile production »rocess.

The advantages of labor productivity and taxation were two of

the commonly given reasons for their presence in the area.

.

No other country in the worléd has seen such increases

A
(e
3

¥
—y

wages as the Tederal Republic. They have been in the order of

"

s

110 per cent since 1967," observed Otto Wol{ff von Amerongen.

his was the reason he gave for the imminent necessity of transferring

"Unpredictable Export Markets," p. 13.




o

individual areas of

develoving countries,

12

vroduction to foreign locations and esvecially

The marnitude of these developments and

the import they hold for Germany is indicated in another von

Amerongen

observation:

/

"T hovoe

same realization

Club I almost got a good

that my colleasues in

and accept it. en T

bject three years ago in the Dusseldor?

1

thrashing from my colleagues."

Opvortunities For Investments In the Southeastern United States
G insight as to the realization and accevntance of the

olin | Otto Molff von Amerongen raises is found in an official

et of &l German Federal Republic Office of Tnformation on
o icture for German investments and plant location in the
outheastern United States. The report is titled "Investments in
the Southeastern United States™ and is only available in German.
The information reported below proceeds in a large vart from
that report translated as vart of the research for this inde-
pendent study.

report begins with

sSoutheastern United States

Florida, Georegia,

essee. In the past ten

expanded faster than in the

| A
TeRnics

““Investitionen in den

der Bundesstelle fur

a general economic description of the

and defines rea as the states of

North Carolina, South Carolina, and

years, the economy in this area has

s
other bparts of bthe Hnited States.

Sudoststaaten der USA," ¥itteilungen
Aussenhandelsinformation, YXTV (May 197L)

s 3




he increasing vovulation as reflected in the growinge cities,
the influx of single persons and families, the rising employment,
e greater selection of building alternatives, and the booming

1

(ttraction of new industry are noted as factors Favorable o

Sl

ternational undertakines.

Tor the first time in the history of the Southeastern States
serious industrialization has become a fact. Although industri-

L

L1zation was late in starting, its develooment was rapid and

A

sSWeeving. 'he employment in agriculfure diminished by almost

-

per cent each year after 1930 while manufacturine employment

-

increased by about the same vpercentarse,

leginning industry was concentrated around the raw materials

Ty

rhich formed its support. us

T
L

-he textile industry was established

around the cotton growing agricultural base, and the paper industry

orests. Agriculture gave rise
industry, and a mother vein of iron ore vrovided
heginning of the steel industry. The chemical industry
developed as it was made necessary by the needs of the basic
industries 1ike textiles, paper, and food vprocessing. Other

Ly

industries which followed were the transvortation lines, electrical

power production, and metal production. A1l of this followed
rapidly from the time when textiles were the sinegle major industry

+

1M the areg. "
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The fact that industrial develovment in the Southeast is

ively young offers both advantages and disadvantasges. Many

the problems of the older industrial states such as obsolescence
enviornmental damage can be avoided. But stil? the greatest
P B whhirrh e 1ndiictry a1 ~oan b : L s ¥ ayy P £ -y~ 1 o
O Wiilc the landuscirial S5ecuior 1n the oouctheast laces 18
e need for a broader economic base. Textiles are still the most
vortant industrial products in Georpgia, North Carelina and South
A1 4 na Ty Part Fhyp A o En S Fant that it b oot -
a. In fact this area is so important. that it contains
to 50 per cent of all the textile plants constructed in the tlast
i n i
"™e structure of the economy of the Southeast is dealt with
t. The report notes that except for Alabama the growth rate

cross economic product for each of these states has been

gher than the national average in each of the last 15 years.

p3

er

|

lable industrial sectors. The sectors chosen as favorable are

rale

~

the vper cavpita income of the Southeast has remained below

e S« averagce which indicates the 30 year backlog in wage

- o

parity. PRy 1680 this situation should be normalized and per

-a income in the Southeast will equal or survass the national

Favorable possibilities exist for foreign investments in

ones clearly needed and which complement exvansion of the

established industry. For example, fisgures for 1972 for the

1

Ibid.
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The textiles industry in the Southeast is a productive,
established, basic sector in the economy. Therefore textile con-

he Southeast need modern automatic equivment. Businesses
1ich produce for other industrial sectors are not firmly

established in the economic region, so the opvortunities for

capital investment in this area are knocking at the door, and as

the field research will show, have been answered., The chemical

industry will need to be greatly expanded, and is by its nature a

onstantly expanding sector. Tourism offers inexhaustible resources.
is noted in conclusion that a favorable situation for foreign

1 b | o

ments is aided by the vpopularity of the Southeast as a

-

cation and recreational area, by the constantly increasing income,
and by the imvroving vroceeds of trade.
]

e revort takes up the interaction of the prospective

westing company with the state and federal governments. The
First item of note is that there is no individual state regulation
of foreign trade. Legal requirements are found in regulations
published by the federal government. The publications are
supplied by the International Trade Division of the United States
Commerce, Washington, . C.
Most of the Southeastern S s have similar regulations and
controls over the business sector. HMost of these controls over

)

trade and industrial development in the individual states of the

Southeast area are concerned with local labor, environmental
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ection, taxes, and financial! considerations. Of varticular

rest are the new laws which the 3outheastern States and the

i

2ral government have passed within the last five to ten vears

the air, water and land from the sort of contamination

oy the older industrialized areas in the northern

tes. The intent and enforcement of these repulations still is

worked out in the daily relationships of covernment and

iness, but it is observed that the more sbtrongly established

strial sectors, such as the metal industry, have been able to

ut more favorable standards for their continued overation

L 5 : i .
rength of the established labor unions. On the

r hand, the textile industry now overates under less favorable

In regard.to ‘the further promotion of trade, it is common

ianagerial associations, branches of city government, and

& : 9

ustrial organizations to aect together to develop the economic

astructure of an area. The prime example of such cooperation

o

ne many chambers of commerce, one of which will be shown to

(1

played a leading role in th

1

dy. A public service office, the Public Service Commission, and

region wide trade board, the U. S. Interstate Commerce Com-

-

ion, exist to aid in finding answers to problems that businesses

2
encounter.”

a

| .
Thiid .

2
"Ibid.

“Thid.

case under consideration in this
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recent government survey of over 2,500 companies indicated

thal transportation along with labor are the most important factors
in locating a site for a new factorw.} Promoters attemptineg to
convince business concerns to invest their resources in the
voutheast can point to well developed transvort systems as 2
necessary and valuable asset. The Joutheast has the airport with
fic in the United 3tates in the

iam B. Hartsfield Airport in Atlanta, Georgia. The world's
'argest Toading crane for containers is operated by the nort
authority in Savannah, Georgia. A1l six southeastern states have
or similar large capacity transvortation for land, sea

air freight. Deep water ports are found at Miami, Jacksonvilie,
nd Tampa in Florida, at Mobile in Alabama, at Charleston in

s

f=de

oouth Carolina, and at Savannah in Georgia. The greatest ra

J\
m

A
serving the area is the Southern.

sach mode of transport carries its advantages and will,

therefore, continue to play a part in the foreseeable growth of

the region. Railways still carry more heavy bulk freight than

L} -t’
~t
>
{
o
o
(&)
g

any other conveyance. Trucking has the advantage o

a well developed interstate highway system and as a result can

deliver most goods to loading docks anywhere in the Southeast

within one day. Air freight is constantly increasing; many of the

airvorts in the Southeast now dispatch air freight. Shipoine

]HVQFied Transportation In Area, State Helps Attract Industry,™

The Spartanburg Herald-Journal Business & Tndustrial Review, March
1, 1975esnsaBh s

T
UoA,

" -

2 : %
“"Tnvestitionen in den Sudoststaaten der Tha 12




stil? holds its v»lace against air freight with the help of lower
SR 1 : L "
COD LS anc ,.’7.51..-‘71‘;’ Q0T bSQ

Yhen attention is drawn to the total transportation network

~

in the state and city which serve as the focus for this study,

m

zasons for the movement of industry into the area become apparent.
South Carolina has a network of five interstate highways
whicn connect it with the Southeast,

the Deep South,

Atlantic, the Northeast, and

Y X the Midwest. Using the system of
roads and nighways are more than 25 intrastate and 75 interstate
truck l1ines which can provide overnight service to cities as far

ay as Baltimore, Maryland, and Portsmouth, Ohio.
Trucks are the basic means of freight transvortation
industry in South Carolina. Although 9% perscent 10F sthencs;
communities in South Carolina do not have rail service, most of

these communities are no further than 39 nmiles from an interstate

i

highway. This proximity to the interstate system is apparently

more important than railway access, since such communities have

been very successful in attracting new and exvanded industry.

Such new industries handle about &7 per cent of their traf

wrat

=3y

e by

-

z
trucke. lLocations near an interstate are in demand.-

t of the growth of such industry, trucking is

A - N
As a resul

o

exvanding. There are nearly 257 freight terminals in the state

serving industry, with major terminal distribution centers within

Tibhaid.

~
A 4

““Yaried Transportation In Area, State Helps Attract Industry,”
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glate at Aiken, Anderson, Charleston, Columbia, F

Greenville Greer, and Spartanburg.

f.
1

Rail freight is carried by two major lines, the Seaboard

Coast ine and The Southern Coast ,ine, and by thirteen indevendent

.

and affiliated railroads. There are 3,150 miles of railroad in

1

operation in South Carolina, which equates to 1.1 railroad miles

er ten square miles of area, one of the highest ratios of serwvice

the South. Containerized freight is fast becoming vprevalent
as it cilitates the interface between railway and steamship.

Charleston is the thirteenth largest port in the United States

1d the Teading port on the South Atlantic in containerized freight.

leston is an ideal port for industries serving an international

of its location and facilities. It is geographically

closer to £1.3 per cent of the U, 5. population and 87.6 per

cent ) I Tt S ARG area conan 18 HeWw 10I'K LU1lTY. Lnariescon’'s

evival as a great port is due to the railroad lines and .efforts
of the state legislature and the State Ports Authority which
wwvested millions of dollars modernizing the facilities.
The State Ports Authority owns and operates two other sea-
5 <

ports at Georgetown and Port Royal. But the key is the Port
Charleston which is the major interface between steamship tra
H

rstem of rail lines radiating from Charleston.

i i, A 1

crane operated by the Port Authority is a 400 ton monster.

]Ibiﬂ.
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Another advantage is the

MY 11 X . o

ne three major airports of Columbia,

Spartanburg and the five secondary airvorts are

major passenger airlines and several air cargo
72 other airports serving communities in
Gcreenviile-Spartanburg Airport serves as
fl1ights and handles some seaborne shipment

1arieston with a resultant saving of time and

operated by the South Carolina State Ports
nanéle cargo from most commercial aircraft,
=
( o up to 159,070 pounds.
L.abor conditions are a prime considera

southeast.

101 i the Southea has been lower than in
Unitet ates, unskilled laborers and skilled
ber are xsier to obtain. 'ne employment
such services as the Department of Industry and
listings of the available community skills in
clasel fiec 5 to distance radius from the communit
skills, untrained and trained crafts, and
T Tawful working conditions as defined b
the weekly work time, vacation time, overtime,

work compensation, and child labor are reasonably

1Ibido

>

“ttPjedmont Inla
published by the South

Treenville-
Ports

Port:
Carolina

“tInvestitionen in den 3udoststaaten der

system of airporte

Charleston and

the state.
an Inland

proce

Aaehorityl talt

including

other b

many

educational levels.-

y safety

Spartanburg,’
Authority,

Usa,
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in South Carolina.
Oreenvilile-

served by five

lines. There are

The

Port for overseas

ssing instead of

money. It is also

can

conbtainerized

unemployment

the

rte of

Trade comvputerized

state es,

Y, sex, industrial

directives,

Sunday and holi
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similar in the

T OO0

1 9/ S
& il De

e n




m

states. ovic

and equal opvortunity law

One of the facbtors ¢
technical

the various vocational sc
time i

response Gt

8 0f interest in this area are child

8; [federal suverior

has
ontrivuting to the

training given in the high sc

hools supvorted by the states. These

nstruction, evening classes, special

0 the wishes of prosvective employers

off some short courses. The Spartanburg Tecnnical College is
specific example of the great influence these institutions and
- T
el raduates can have.,
b0 nions have not been very widesvread in the Southeast
s shown by the figures in the table below:
™ ]
FTABLE 4
LABOR UNION MEMBERSHIP
/ s L 1 o .
% Of Work Force

ct
{

In Unions

31 v'_,'ti){',i ma
Florida
Georgia
North
South

Tennessees

Caroli

e (.
]“l (]

1NA I
- <

Carolina Fe
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1is fact is couvpled with the

ates as provide

.~::.. ;18:;’ "ECL. nﬂ *|Fhf(‘ LO

b

employers. Generally these laws
3

)L be reguired as condition of

1ion dues be required., These
tad
- L
indicated by Mr. Schmucker

emern board chairman i

“he ited States face a challengin
¥y regulations governing business
laws. : problem is complicated b}
\ levy taxes through the federal g
corporat territories, counties,
townshipse. As many political aspir
ere is no uniform tax structure,
individuals or corporate entities.
lition some territories and states
levying of individual taxes, while

-
In general, a German enterpris
theastern States becomes subject

cumulat

.
"8 comments as

1g task in

39
N

"Right to YWork" laws passed

d under the

wrovide

3 1
i

vrovide that! union membership

employment nor can the vpayment

provisions are constantlvy

Volkswagen

to the negotiations required

ne a direct investment in

complying with

overations, notably the tax

v L
] > Ne

extension of the power
overnment to the states

cities, municipalities,

ants in the Bnited' Stask

no comnlete system governing

In recognition of the con-

restrict themselves to the

. b

have no individua®! income

e which does husiness in the

to the following income taxes

ive:

%
.
i
Ll

S
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RUSINESS TAXES IN THE SOUTHEASTERN STATES
~ faal 1
erman Tax Statutes
Toeder 1 Mavwv D TRICE &
“ J e ae i LA A ’\e“‘u 11'_].0[‘8
. ey and 1T ~ - 2y A . < . . 3
erman and U. 5. federal tax regulations limiting double
a 1abllity through diplomatic agreement between the
APTHEY Rodor: I tat Wi ur i - e S :
erman Federal Republic and the United States.
ma . . . . ' - - e
| € laws in the individual states where profits are
G g inctucding:
. Property Tax
« Intangible Property Tax
C. Corporate Tax
. sales and HUse Tax
« Unemployment Insurance
B, YTorkmen's Compensation
. Corporate License Tax
5 corporation Registration Tax
Zwiisions exist i e Tve the tawvation ntliects whict
) S10nS ex1s8t GO FeSsSalve e taxaltlion contiletsS whnlck
uncertakings may encounter devnending uvon the nature of
1y ¢ =] my - oaeral 1 o S - 17 = o well aa atagt
DUS1LNess. jnere eqera raXes avo s G as srauve
e C 3 Favec > ey o v i + o The indiv 1112l o T T
vIls Le caxes ca 0 € crealced. §8 > naoi 1 1a cate
and use taxes are deductible from the federal and state

axes., 4 major concession exists in the German-American

1

taxation agreement on the profits of a vermanent commerci

ishment in the United States. Such profits are

rmy

excess profits taxes. ne

e

age here of course lies in the fact that tax rates in the

States are lower than the ral

a7
A

et
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~t g - 5% m R y
r ympanies h Facilities In Spartanburg. 5.C.

G ield research phase of this study was the most interesting

! > most difficult part of the vaver. The first step was
written vo Mr. Harry Galler, consul for the German

[ ic in At] a, seorgia. \n interview with him
v r e ned s e B Y S
( 1 y ! 3 Lie o1Lrnc o 1l CO 3 C I OX ne 1I1e ks
’ ' NCE FamBe AiEtai o e St ree e S
> e L i . 1 =10 deart =1 Tuelet as consul 111C 1Ge0 1880r11

1 Y - ) r
fie German goveri-

ity vas able to provide much background information as well

suggest leads for the pursuit of the research. The letter
o A et AY imelnded 9n Annendiwy T T tihide edbaides areaer Bl 9 e es s o
G eTiILON. Anciuvade nsabbenalx I QO TNniLsS stu b Vo L LiloL "W
¢ L Par econtact with the individual CGCerma omDAanies 1in
O Cconvea i WISTENSICIe . 1V VGRS Jerman companies in
. 1 1 m

;partanburg. An unexpected opportunity came when Mr. Tukey, one

of the main characters in this Spartanburg story, came in early

J

3 ST o - L

o his office in the Chamber of Commerce for an interview before

0}

C

v

>d for a business triv.

ne acdeparte

m

he third institutional element in the Spartanburg Formu
L

are the area colleges. Tours of Woffard, Converse, and the

-

Spartanburg Technical College were informative but exceot for the

~

direct interaction between the technical college and the Svartan-

burg industry, a discussion of the merits or American education

are beyond this study.

20
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Accordines

o 'atest report there are now %7 foreign companies

representing nine countries located in the focal area of this

study. The Tirst such firm to settle in Spartanburs was Reiter

Machine Works, 4., a Swiss company. They were followed by 1
nother Swiss combany, Sulzer RBrothers, Ltd. The third foreign
comvany and the first German company in Spartanburgz was Menzel
ine Yorks. Ten other German companies now have operations in
candurg area.
wiete 1ist of the international firms revpresented in
partanburg is provided in Avppendix II. A l1ist of the German

Ial

operating elsewhere in South Carolina is siven in Apvendix

1icluded below are three brief comvany histories of German

irms which have faeilities:in-Spartanburg.

vroy 0 T84L7 hv LY o

'ne Fergeth Firm KG was founded on November 8, 1947 by
r oores i y1onh H oe 23 anada hig & 1S ‘erhert and 'd«‘TV\'.I
engineer A0 1LPpn rergecn, I'ey 211G N1S SO0NS nercoert ana sao!pn

1
L

Hergeth in Dulmen, This company is the continuation of the former

factory owned by Adolph Hergeth, Sr. in Ketten, which was the
\dolph Hergeth and Company Machine Worksand Iron Foundary. The

new company engaged exclusively in the development and production

/

-

~

: i 5 . c
of textile machinery.

Tonley . e sds.

? " . -
“tTragende Saule der heimisc
T T Q2

Leben, No. 218 (September 20,

Knlturelles

en Wirtschaft,
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e old factory was lost after the war and the Hergeth family
to start over 1n an old barracks building with a saw, an old

lathe, and a drill prees. The first textile machinery was built

largel Yy Ry nand, Later the (i_eﬂ,r(a,W_o;w;;gent vrogram was exnanded to
icliuce cotton fiber processing machinery. Through eguipment

her research efforts, the comvany grew by

eaps and bounds, JSynthetic {ibers offered further vossibilities.

: |

ten years after the founding of the firm, a third of the

\chines produced were being consigned to export. Implements

.

auced vy fergeth in Dulmen were being used in South America,

istan, Pakistan, South Africa, Egypt

3

?

and in the neighboring Turopean countries.

T

In 1967 it bhecame necessary Hergeth overations to

y to expand

~ < 1 . -

tory in Billerbeck. Another plant was established in

NS A F)
1. 36 C

h owners in recognition

Terge

O the importance of the United States market decided to establish

a Sales office in the U. S. to ensure-its market shares At ~that

N L gl o

vu
time Hergeth machinery was sold through this office from Dulmen

nd as vroduced under license by Cromvpton & Knowles in the U. S.

he office in Spartanburg also handled machinery produced by the

2T ~
171

ara Iron Vorks and Torigoe Spinning Machine Manufacturing

~ s

Company in Osaka, Japan. The plant constructed in Spartanburg

-~

is now a vproduction facility employing about 42 workers. It

]-.. ~ ) L4 = L] M - b 1 178 - - TL s s
'Am Anfang stand eine alte Baracke," Kulturelles Leben,
2z i g '

No. 218 (September 20, 1975), D. 3.

-~
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is an independent overation for manufacture, sales, and
service.
Today Fergeth machinery is sold all over the world, and

cie company has its representatives in almost every country.

e A ey Y T“H
LI = L nNa U 1, L .

lo-America 18 a subsidiary of Mahlo KG of S5all-Donau,
'est Germany. It is one of the leading producers of electronic

ntrols and measuring devices for the world textile industry.

company first erected facildities in Spartanburg in 1969. In

it ovened a new office and service complex in the guadrant

o)

[

the Interstate interchange and a surface roa

(oM

TE ANt T Ty TN
FLUNTIO L [ y] > s

AL b 2 1
2513
;AN L L

| h | =) -
shed along

¢ s T o= =3 -1 ~ < 13! (X . o « eyt 1ra I 3 : A
' is a subsidiary of West Germany's Farbwerke Hoechst A

world's largest chemical companies. Hoechst Fibers is now a

20N million dollar plant that has grown to become the fourth
reest producer of polyester fiber in the United States.”
The vlant is still expanding. Recently 60 million dollars
vas under way at the Svartanburg sit Much of this
of expansion was under way at the Spartanburg site. Kuct this

investment is toward the suvvort of the production of the polyester

"Hergeth," Company brochure, 1375, p. 9.
f“ i "
"8300,000 Office, Service Unit Completed by Mahlo,

The Svartanburg Herald-Journal Business & Industrial! Review,

1975

March. 1, 1975, pe DLG;

“Phanliey pplras
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o

Tre ‘a' and toward the expansion of pollution abatement
1
C ies.
ns s !

comvany employs nearly 2,000 workers in the Spartanburg
1 - 1 ‘ - ' ’(\ L | .> -
rea which makes it one of the area's largest emvloyers. Hoechs

-
|

rresident Gerald P. Tlder had a different and successul

for dealing with the textile production cutbacks that

he country's pgeneral economic recession:

/e suffered severely during November, December
nd January but reacted to the decline in business
ctivity not by a mass lay-off of our people, but ‘
rather by reducing work hours providing everyone with |

ast some financial stability during these difficult

csonal Interviews with Company Executives

ey y (T v T T oA arr et e T
G 0 2 ,'I: Iite :“-...—3‘.'.‘, al HARD
YTy~ T v
‘}4.'.:,._', Liive
1
o an Amoerinran £ " ) M hapleen no H hane ey
° Lrara s -ansamerical QL frencn AaCKEITrournda., e as oeen

with Hergeih for fifteen years. He introduced thie Tine of textile

>ry into the United States fifteen years ago. Hergeth has

srown from a small company to 700 people in 50 years' time. Mhis

pid growth is one reason Hergeth moved to the United Sta

Juestion: How did the Hergeth plant here in Spartanburg get started?
lr. Girard: Ve went from my home to this building five years ago.

ur operation here is under contract with the company in
Germanvy. Both companies are owned by the THergeth brothers.

0%

""New Construction Work Continues At Gro
Piant," The Spartanburg Herald-Journal Busine

T e Q7= v N 5
: ‘;l(,-'}‘ ", 1 il De ‘_u]/‘.

ing Hoechet Fibers
5 Industrial Review,

"Turopean Business People Like Carolina--And It's Mutual,"

“1"llew Construction Work Continues At Growineg Tipechst

Plant ;Masmnt (GLE.
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o stakt

ma

4T ey L
SUureest

e textile industry is here.

a

he Tieutenant governor at the time had the foresight fto

that

& ~ 3 Ty e
Carolinae.

the program of encouraging companies te come

1. It is the center of the textile industry.
2. The climate is favorable.
5. The people already living here are an asset.
L. Unions are a disadvantape in other areas.
5. Feonle to hire were here--neople who knew textiles.
mwestion: Fow did this promotion operate?
Mr. Girard: South Carolina encourased compmanies to invest. Nr.
Richard Tukey, of the Chamber of Commerce, was involved with
4
u t

Carolina.

my. 3 =t N Ny 4 § . re . ~ " L . |
hat is to say, Hergeth in Germany does not own this company
30| he Hergeth brothers do.
uestion ‘hat does your operation here involve?
« Gdrart e import and sell machinery from Germany. Our
narket position is at the very becinning of the textile ;
rocess. Ve take the fiber from bales and bring it to the
ire semblance of yarn. Other companies produce the i
ma inery to reduce the fiber to smaller yarn. There are in
117 207 processes for the fiber to go through.
lestior ™o then are your customers?
|
(e Lrard: ie sell to the carpet industry, the non-woven field ;
! the short staple industry, which is the svinning industry. 5
on: Yow do you reach these customers?
& B als 8 111 of the international companies operate under .
‘encies. The only way to move is to have someone in the f
countr to represent them since:
1., The agent speaks the language.
2 Tocal man can move with the peovle. Ve can under-
stand the volitics and business c¢limate and he can
establish the roads to businesses in the communitye.
- . - . [ ] -~ . . s
In many companies throughout the world this is not ‘
the case.
Question: at territory does your company cover? .
re Girard: We serve the North American continent out .of here.
1estion: Why did you locate your plant in Spartanburg?
r. Girard:  First it asswhere Teliived Secondly, the center of
mi.

.
nird, we needad

program

0oy o v
rive years ago

reverse investment in the United States.

the reverse investment be started in South
There are several convincing reasons:

(.

’
Q



uestion: asn!i

e airard: Yes. Eergeth imports

machinery they had formerly
we are producing t
hire some more }

ther 1 ding andhire more

uestion: How widespread are your
"% irard: cur company here has

some other Central American ¢
or apvroximately #100,000

: Yasn't this plant expanded from your

three diflleren
hat i1s the expansion cycle: you sell,

machinery and with the profits
this building which they now use to build very simnle
been importing. At this time

1.
-

- b - 3 -~ -
macnines.
ot 3 W, e " o s
manufacture, and

people. The overhead goes up, so you buil

peovle,

comvany onrerations?

agents in Vexico, Canada, and
ountries. Our machines sell
s 80 calls are not ‘thatr freguent,.

Herpeth worldwide has two more companies in Japan.

iere are the

ion: How do your internation
: Oz "Z"_.f;‘f.l’.i.'ﬂ l‘v]e ‘(\in_t} _:3_.1 1“14:‘344-;
plant goes other places? You

hast, Northn and South America,

- .-

at transactlons worx rave

where your machinery from this
mentioned a Furopean marketlt...

'« Girard: There is the possibility of competition with the

narent company. This competi
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