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accounted for 1.1% of total company funded R&D in the U.S. in that year.* In general, the
U.S. affiliates of foreign companies are, on average, virtually indistinguishable from the
domestic operations of U.S.-owned companies in terms of value added per worker,
compensation per worker and R&D per worker.®® Moreover, survey evidence suggests that
the main Japanese motivations are to develop products for the U.S. market and to tap into
the U.S. basic science base.® Also, current bilateral science policies attempt to increase
U.S. researchers’ access to Japanese corporate laboratories.

Conversely, U.S. firms operating in Japan' employ 5,200 scientists and engineers and
spend more than US$500 million annually on R&D operations in Japan. These firms do not
appear to have encountered significant barriers to making R&D investments in Japan, and a
large majority express the belief that the investments are worthwhile and intend to expand
them in the next five years. Survey responses indicate that the main motivations of U.S.
firms doing R&D in Japan are to develop new products for Asian markets and to play a more
aggressive role in assimilating Japanese manufacturing and product technology, transferring
this expertise back the U.S.*¥” In light of these motivations, it is unlikely that R&D activities
in Japan substitute for investment that would otherwise have taken place in the U.S..

In sum, high technology activities in Japan and the U.S. tend to be characterized by a
complementary pattern of specialization. Therefore, a case for cooperation between the two
trading partners rather than bashing the Japanese seems more rational and appropriate.

4.3  The Reemergence of Competitiveness: "Re-Engineering" Flexible Corporatioﬁs

We now take it for granted that manufactured goods are made from interchangeable
parts. But 150 years ago, people reacted with astonishment and disbelief to the suggestion
that goods could be made this way. At that time, the craft system required the custom
design and engineering work for each good. The skilled fitters gave products their final
shape in a time consuming process. Mass production changed the craft mode of production h
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