VAN 5.5 BMW in South Carolina—A Case Study FOCUS 5 — Economics

5.5 BMW IN SOUTH CAROLINA—A CASE STUDY

Why would a foreign company, such as BMW of Germany, decide

to invest billions in a manufacturing facility in the United States?

C3 Framework Indicator D2.Ec0.1.9-12. Analyze how incentives influence choices that may result in policies with
a range of costs and benefits for different groups.

D2.Eco0.8.9-12. Describe the possible consequences, both intended and unintended of
government policies to improve market outcomes.

D2.Ec0.15.9-12. Explain how current globalization trends and policies affect economic
growth, labor markets, rights of citizens, the environment, and resource and income
distribution in different nations.

D2.Geo.2.9-12. Use maps, satellite images, photographs, and other representations to
explain relationships between the locations of places and regions and their political,
cultural, and economic dynamics.

Staging the Compelling Question Students will consider factors that led BMW to invest in a facility in South Carolina.
Students will examine how aluminum and steel tariffs threaten BMW's ability to remain
competitive in its South Carolina location.

Supporting Question 1 Supporting Question 2 Supporting Question 3

What economic factors led BMW to select What are the economic benefits for South How will the proposed steel and

Greer, SC, for their manufacturing facility? Carolina as a result of BMW's decision to aluminum tariffs affect BMW's ability to
invest in Plant Spartanburg? produce vehicles in South Carolina?
Formative Performance Task Formative Performance Task Formative Performance Task
Students will use known background Students will create a chart listing the Students should determine the impact of
information to rank the factors listed current and future benefits of BMW Plant the proposed tariffs, and then create a web
in order of importance to BMW in their Spartanburg. graphic organizer to show the potential
decision-making process for a new impact on the livelihood of people in
location. Spartanburg and on the economy of

South Carolina.
Featured Sources Featured Sources Featured Sources
Source A: Location and Economic Source A: University of South Carolina Source A: The New York Times
Requirements (Handout 5.5.1) Source B: Merriam-Webster

Summative Performance Task Argument: Construct an argument (e.g., detailed outline, poster, essay) that addresses
the compelling question using specific claims and relevant evidence from historical or
contemporary sources while acknowledging competing views.

Extension: Students will consider the scenarios on the handout, and predict the
outcome in each case.

Taking Informed Action Understand: Foreign corporations have opened facilities in communities across the
United States and Canada.

Assess: Which foreign country has invested the most in your state/province?

Act: Assess the impact those facilities have on your community, or on your state’s, or
province's economy.
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€ COMPELLING QUESTION

« Why would a foreign company, such as BMW of Germany, decide to invest billions in a manufacturing facility in the
United States?

INQUIRY OVERVIEW

Students will consider factors that led BMW, a leading German luxury vehicle manufacturer, to invest in a facility in South
Carolina. Students will also examine how recently implemented aluminum and steel tariffs threaten BMW's ability to remain
competitive in its South Carolina location. Students will analyze whether these issues might disrupt the manufacturing process
and supply-chain network.

After completing this inquiry, students will be able to list factors that led BMW to build a plant in South Carolina, share how
foreign direct investment affects American workers, and explain tariffs’ potential impact on free trade.

TEACHER BACKGROUND

In September 1994, BMW manufactured its first vehicle at the
newly opened Plant Spartanburg facility in Greer, South Car-
olina. The Greer facility was BMW's first manufacturing facility
outside of Germany and was the result of a global search to
find a location that would be most beneficial for the compa-
ny's plan to expand production and capitalize on favorable
incentives that would enhance profitability. BMW's invest-
ment has been directly and indirectly responsible for creating
thousands of highly-skilled jobs in and around South Carolina
while boosting the economic fortunes of many thousands of
U.S. workers.

Plant Spartanburg has now expanded to more than 7 million

square feet and represents a $10 billion direct investment by

the German automaker. With a daily average output of around 1,400 vehicles, this facility has seen more than 4 million cars and
SUVs produced since 1994. More than 11,000 people are currently employed at Plant Spartanburg, and the facility is serviced
by more than 300 U.S.-based suppliers, including 40 from South Carolina alone’.

BMW's decision to locate a manufacturing facility in Greer, South Carolina, was based on numerous factors that include a skilled
and flexible labor pool, access to quality transportation and logistics infrastructure, an existing market for its products, and a
pro-business fiscal environment.

1 “Production Overview.BMW Group Plant Spartanburg, 2019, https://www.bmwusfactory.com/manufacturing/production-over-
view/?r=15671108806214#stats
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@ TIME: 2-3 45 minute periods

CONCEPTS LIST

o Tariffs « Existing Markets « Skilled/Flexible Workforce
« Foreign Direct Investment + Cost of Labor « Logistics/Transportation
+ International Trade + Costof Land Infrastructure

« Workforce Readiness + Access to Suppliers

INSTRUCTIONAL RESOURCES

« Location and Economic Requirements (Handout 5.5.1)
o Tariff Winners and Losers (Handout 5.5.2)

All handout
 "Perfect Sense! YouTube, Uploaded by BMW USA, 26 June 2017, https://www.youtube.com/ ancotts
can be found at
watch?v=Xy_BeToWs40. www.goethe.de/

« “BMW's Impact in South Carolina: Two Decades of Economic Development!” University of germanyinfocus
South Carolina, Darla Moore School of Business, PDF download, December 2014, https://
sc.edu/study/colleges_schools/moore/documents/division_of_research/bmw.pdf.

« Kitroeff, Natalie. “Tariffs Imperil a Hometown Business in South Carolina: BMW. The New York Times, 19 July 2018, https://
www.nytimes.com/2018/07/19/business/economy/tariffs-south-carolina-bmw.html.

o “Tariff’ Merriam-Webster, 2019, https://www.merriam-webster.com/dictionary/tariff.

+ World Map

INTRODUCTORY ACTIVITY

What do your students know about BMW? Do they know where BMW's largest manufacturing facility in the world is? As a class
watch the “Perfect Sense”video, then locate Munich, Germany, and Greer, SC, on a map.

Most students will know they make luxury cars, but they may not know BMW is a German company. Explain that BMW was
founded in 1916 in Munich, Germany, and is one of the world’s leading luxury automakers. BMW's largest manufacturing facility
in the world is Plant Spartanburg in Greer, South Carolina.

Project a world map or use Google Maps to show the distance between the BMW headquarters in Munich, Germany, and Greer,
South Carolina, where BMW has its largest manufacturing facility. (approximately 4,600 miles)

» Resources

+ “Perfect Sense, YouTube, Uploaded by BMW USA, 26 June 2017, https://www.youtube.com/
watch?v=Xy_BeToW840.

@ SUPPORTING QUESTION #1

What economic factors led BMW to select Greer, SC, for their manufacturing facility?

» Formative Performance Task

Students should consider the factors listed on Handout 5.5.1 “Location and Economic Requirements”. They will use any back-
ground information they know to rank the factors listed in order of importance to BMW in their decision-making process for a
new location. Compare and discuss rankings and justifications as a class.

Share with students that each of the seven factors listed were critically important to BMW executives in the early 1990s when
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they were deciding where to build a manufacturing facility. Explain that we often assume that manufacturers look for the low-
est wages, but that is just one factor in the decision.

BMW's decision to invest in a manufacturing facility in South Carolina is an example of “foreign direct investment," which is an
investment made by a firm or individual in one country into business interests located in another country. Prompt students
to share examples of other well-known companies that engage in “foreign direct investment” (Examples: Volkswagen built a
facility in Chattanooga, Tennessee; UK-based company BP has its U.S. headquarters in Houston, Texas, Coca-Cola has a bottling
plant in Bucharest, Romania; Adidas runs a retail store in Kyoto, Japan.)

» Resources

+ Location and Economic Requirements (Handout 5.5.1)

@ SUPPORTING QUESTION #2

What are the economic benefits for South Carolina as a result of BMW!'s decision to invest in Plant
Spartanburg?

» Formative Performance Task

Ask students to create a chart listing the current and future benefits of BMW Plant Spartanburg using the Executive Summary
section of the University of South Carolina report. Then discuss how an increase in workers in an area affects the demand for
other goods and services in a community.

Discuss benefits South Carolina has received, jobs created in South Carolina, and other benefits students suggest. With an
increase in workers, demand may increase for restaurant workers, supplier companies for the plant, construction workers, etc.)

» Resources

« “BMW's Impact in South Carolina: Two Decades of Economic Development!” University of South Carolina, Darla
Moore School of Business, PDF download, December 2014, https://sc.edu/study/colleges_schools/moore/
documents/division_of_research/bmw.pdf.

€ SUPPORTING QUESTION #3

How will the proposed steel and aluminum tariffs affect BMW's ability to produce vehicles in South
Carolina?

» Formative Performance Task

Discuss the meaning of the word “tariff! In small groups, students will glean information from the New York Times article below.
They should determine the impact of the proposed tariffs, and then create a web graphic organizer to show the potential im-
pact on the livelihood of people in Spartanburg and on the economy of South Carolina.

"

Merriam-Webster definition: ‘a schedule of duties (taxes) imposed by a government on imported or in some countries exported goods

» Resources

« Kitroeff, Natalie. “Tariffs Imperil a Hometown Business in South Carolina: BMW!. The New York Times, 19 July 2018,
https://www.nytimes.com/2018/07/19/business/economy/tariffs-south-carolina-bmw.html.

o "Tariff’ Merriam-Webster, 2019, https://www.merriam-webster.com/dictionary/tariff.
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SUMMATIVE PERFORMANCE TASK
Why would a foreign company, such as BMW of Germany, decide to invest billions in a manufacturing
facility in the United States?

Construct an argument (e.g., detailed outline, poster, essay) that addresses the compelling question using specific claims and
relevant evidence from historical or contemporary sources while acknowledging competing views.

@ EXTENSION (OPTIONAL) TASK

People and businesses will be affected in different ways by tariffs on steel and aluminum. Consider the scenarios on Handout
5.5.2 “Tariff Winners and Losers—Assignment”. Students should predict the outcome in each case, and explain why they be-
lieve that person or business will “win"or “lose.”

» Modification

Identify one side of the room as “Winners from Tariffs"and the other side as “Losers from Tariffs Have students start out in the
middle. Read each scenario on Handout 5.5.2 “Tariff Winners and Losers—Activity”, and have students move to the side of the
room they believe best represents the result of each scenario. Have students on both sides explain their thinking, then share
the impact as noted on the handout.

» Resources

« Tariff Winners and Losers (Assignment and Activity) (Handout 5.5.2)

¢ TAKING INFORMED ACTION

UNDERSTAND Foreign corporations have opened facilities in communities across the United States and Canada.

ASSESS Research companies in your community or state/province to find out which ones are owned by a foreign
company. Which foreign country has invested the most in your state/province?

ACT Assess the impact those facilities have on your community, or on your state’s, or province’s economy.

This inquiry is based on a lesson by 2007 TOP Fellow Mike Raymer.
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