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The Honda automotive plant in 
Greensburg illustrates how the 
line between domestic and 
foreign production has blurred 
over time. Lawmakers and other 
officials, however, still mull 
over the most effective balance 
between trade regulations and 
keeping jobs in America.

T
rade. It’s a fairly simple concept, yet can be complex in its implementation. 
Bringing to the fore distinctions in economic thought among America’s libertarians, 
paleoconservatives and labor Democrats, the debate regarding the benefits and 
setbacks of free trade frequently dons the political landscape.
 The $787 billion stimulus package, which Congress passed over a year ago, 
contained language encouraging local and state governments to “Buy American.” 

While explaining its impact, a May Washington Post article relayed the town of Peru (Indiana)  
“stunned its Canadian supplier by rejecting sewage pumps made outside of Toronto.”

No, Canada
 In the November/December 2009 edition of State Legislatures magazine, Canadian Consul 
General Daniel F. Sullivan penned a scathing rebuke of the Buy American philosophy, writing, 
“While Buy America sounds patriotic, it is not; some of its unintended consequences in practice 
can work against U.S. interests. In fact, it’s a short-sighted, wrong-side-of-history approach 
that would result in economic insularity in an era of expanding free trade and integrated, open 
markets.”
 Sullivan also notes that Canada and the United States are among each other’s largest sources 
of foreign investment. In 2008, U.S direct investment in Canada was $275 billion, while 
Canadian investment in America was $291 million.
 While Butler University economics professor William Rieber supports free trade, he believes 
President Barack Obama warrants some praise for not completely disavowing the practice in the 
bills he’s put forth.
 “To Obama’s credit, he’s resisted a lot of protectionist influence from those on the left,” 
Rieber asserts.
 Rieber says that when it comes to restrictions on free trade, the precedent most critics refer to 
is the Smoot-Hawley Tariff Act of 1930, which raised U.S. tariffs on over 20,000 imported goods.
 “That really just led to retaliation,” he explains, noting many trade partners enacted similar 
tariffs to even the score.
 University of Southern Indiana economics instructor Tim Mahoney concurs, contending 
similar provisions spur other nations to respond in-kind with the question, “If they won’t buy 

from us, why buy from them?”
 He states that buying locally – or domestically – 
can be positive, to a point.
 “The idea of buying from your neighbor, say, 
things like produce, is a good idea,” Mahoney 
offers. “But doing that for all purchases limits you.”
 He reflects upon the influx of foreign 
automobiles into the United States during the 1980s 
as a boon for the American consumer.
 “Back in the 1970s, if you wanted to buy a car 
in the United States, you really just had three 
options, and – looking back – the quality wasn’t 
very good,” Mahoney suggests. “In the mid-1980s, 
we had more companies come into the market, and 
now we have between 12 and 14 producers of cars. 
And all cars now are better quality, have better 
prices and use more innovation.”
 He explains that while trade restrictions may 
be counterintuitive, sometimes politicians feel they 
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are necessary.
 “There are differences between economic goals and political 
goals,” Mahoney emphasizes. “When government borrows 
money, it’s more appealing for people to accept it if the money 
is going to stay here.” 

Who shot the tariff?
 In the past few decades, trade agreements have emerged 
as a means for countries to benefit from partnerships and 
reductions or eliminations of tariffs. And programs such as the 
North American Free Trade Agreement (NAFTA) between Canada, 
Mexico and the United States have been much discussed. 
While many tout these agreements as being beneficial avenues 
of free trade, critics label them as “managed trade,” stating the 
government then inhibits economic competition.
 Tammi Walts, senior vice president of manufacturing for 
Idemitsu Lubricants America Corporation (headquartered in 
Tokyo) in Jeffersonville, contends NAFTA has actually benefited 
her company.
 “Since we send exports to Canada and Mexico, we are 
positively impacted by NAFTA because it reduces 
the duties we pay,” she says. “Our costs to the 
customer are reduced and it makes us more 
competitive.”
 She adds that her company’s dealings with 
Asia remain unfettered, although Europe’s new 
environmental import standards have caused 
challenges. Implemented in 2007, the European 
Union’s REACH (Registration, Evaluation, 
Authorization and Restriction of Chemical 
substances) regulations require manufacturers 
and importers to gather information on the 
properties of all chemical substances in their 
products to be submitted for approval and 
registered in a continental database.
 “Many believe it’s a non-monetary tariff 
because it increases the costs of importing in the 
European Union,” Walts remarks.

Preferences, not restrictions, 
at the state level
 Upon taking office, one of Gov. Mitch Daniels’ 
first efforts was to launch the Buy Indiana Initiative. 

The goal of the plan was for state agencies to procure 90 cents 
of every dollar from Indiana businesses.
 “Buy Indiana was on the books in 2004, but there was 
very little definition of what it meant,” observes Rob Wynkoop, 
Indiana Department of Administration deputy commissioner. 
“What (the governor) did was create metrics about what it 
means, and we wanted to measure it.
 “The goal is more W2’s in the state of Indiana providing 
business for us,” he adds. “If the price is close, we want to do 
business with an Indiana company, which means more jobs for 
Hoosiers.”
 Companies based in Indiana, or that reach a certain 
standard of economic impact in the state, are awarded an extra 
10 to 15 points during the 100-point bidding process (see 
graphic on Page 60) for state contracts. There are five key 
measurements that can qualify a company as a Hoosier 
business: (1) headquartered in Indiana; (2) majority of its 
employees are in Indiana; (3) majority of its payroll is in 
Indiana; (4) significant capital investment in the state 
(minimum capital investment of $5 million or more, or annual 
lease payments of $2.5 million or more); or (5) it ranks in the 
top 500 companies in Indiana for payroll or withholding tax.
 “There’s been very little feedback,” Wynkoop comments, 
“but there are some large consultancies that are out of state 
and it’s been tougher for them to compete. But we just want 
the best possible services at the best possible price. We don’t 
want to limit quality and we haven’t.”
 He points out that the state has not spent more because of 
the Buy Indiana Initiative; rather it has saved money because it 
now signs larger contracts. The state recently launched the first 
statewide bid for road salt, and 161 local entity bids were 
included. All told, he says, the state saved over $8 million in 
the process.

“There are differences between 
economic goals and political 
goals. When government 
borrows money, it’s more 
appealing for people to 
accept it if the money is 
going to stay here.”

– Tim Mahoney
University of Southern Indiana economics 

 instructor on Buy America trade provisions

Indiana Department of Administration Deputy Commissioner Rob Wynkoop asserts 
that the Buy Indiana program has helped Hoosier businesses as well as saved the 
state money on government contracts, including a recent one for road salt.
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 Wynkoop also notes that the program turned the state 
toward Fishers-based Nishida Services, Inc. to perform its 
cleaning duties.
 “Nishida is doing a phenomenal job,” he reports. “We now 
have a contract for over five years with them, and it’s saved the 
state thousands of dollars.”
 He adds that, because of Buy Indiana, some of the state’s 
smaller information technology (IT) companies are getting 
opportunities to work on state projects.

On the local front
 The Fort Wayne City Council adopted a similar measure last 
summer, giving Indiana companies preference in the city’s 
requests for proposals in commodity and supply contracts. This 
ordinance, which applies to contracts of $25,000 or more, also 
provides Indiana companies a slight advantage in the bidding 
process in hopes of not only getting more work for Hoosiers, but 
also encouraging more businesses to register in the state.
 “We wanted to give Indiana companies a bump, but not an 
enormous bump,” stresses Jim Howard, purchasing director for 
the city. “It encourages our Northeast Indiana businesses to get 
registered (with the state of Indiana); that’s beneficial because it 
ultimately helps them do business statewide.”
 Howard clarifies that commodities are generally purchased in 
Indiana anyway.
 “If we’re buying concrete, that’s likely to be from Indiana, not 
Texas,” Howard shares. “But IT services can be done from anywhere.”
 Thus far, the ordinance “has only impacted a couple of bids.”

Perception matters
 While trade preferences may be controversial on an international level, economists believe 
the paradigm is different when it comes to state and local provisions, at least in terms of 
perception.
 “Obama has to answer to the world, whereas the state officials only have to answer to their 
constituents,” Rieber says. “That’s part of why it works at the state level.
 “But Daniels and (Indianapolis Mayor Greg) Ballard have been overseas promoting trade, so 
they’re definitely in favor of (free trade),” he clarifies. “Indiana’s a major exporter of agriculture 
and automotive-related items, so they’re very pro trade.”
 U.S. Department of Agriculture statistics confirm Indiana ranked ninth in 2008 out of 
America’s 50 states with agricultural exports estimated at $3.7 billion.
 Mahoney concludes, “There’s a famous old saying from (classical economist David) Ricardo 
in 1817, which states, ‘Let each of us specialize in what we are good at and trade for the fruits of 
our labor.’ ”
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Resources: Jim Howard, city of Fort Wayne, at www.cityoffortwayne.org

Tim Mahoney, University of Southern Indiana, at www.usi.edu 

William Rieber, Butler University, at www.butler.edu

Tammi Walts, Idemitsu Lubricants America Corporation, at www.ilacorp.com 

Rob Wynkoop, Indiana Department of Administration, at www.idoa.in.gov

Buy Indiana Preference
Want to do business with the state of Indiana? Being a 
Hoosier company will help. Bids are awarded based on the 
following point system:

Management Assessment/Quality 30 points

Price 25 points

Buy Indiana 25 points
(Indiana company 10 points;  
Indiana economic impact 15 points)

MWBE Requirement 20 points 
10 points each for minority and women participation

Total 100 points
Source: Indiana Dept. of Administration




