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ABSTRACT

Robert ‘Lawrence, in his paper, ''Efficient or Exclusionist?
The Import Behavior of Japanese Corporate Groubs,” presents a
regression analysis of imports-to-sales, exports-to-sales, and
market shares of keiretsu group firms in 37 manufacturing indus-
tries in Japan. He concluded that (1)the vertical type of keiret-
su brings about a decline in the import ratio but an increase in
the export ratio, and thereby serves to restrict imports but
expand exports through improvements in efficiency, and (2)the
horizontal type of keiretsu also restricts imports, yet has
little effect on exports. '

When looking more carefully at his paper, however, the re-
sults of his analysis seem questionable because there are errors
in all of the models, data and calculations.

Japan’'s ’'keiretsu’’ have become a hot topic of interest
recently in the United States. It seems though, that the debate
on keiretsu is based on the assumption that the keiretsu is a
closed system. However, in regards to the six major corporate
groupings, the ratio of inter-group transactions stands below 10
percent, and this ratio itself has been on the decline. Japanese
firms give first priority to quality, pricing, and reliability of
supply, and it is not of great importance whether or not business
partners are in the same corporate group. Thus, even imports have
room to enter the Japanese market if they are well made and
competitively priced. This being the case, keiretsu are in fact,
not closed and do not act as an impediment to imports.

Japan’'s ratio of finished goods to imports has risen dramat-
ically recently, but it is still lower than those in the United
States and Europe. Why? First, the figures merely reflect
Japan’s comparative advantage in the trade of finished goods. The
second reason is that Japan historically has had no influential
industrialized neighbors whose income, technology levels, culture
and social customs are similar to those of Japan. Thirdly, U.S.




and European firms have not understood what products and services
are needed to satisfy Japanese consumers and corporations.

Japan must increase imports further as a matter of political
and economic priority. But to draw the conclusion that Japan’s
markets are closed is very misreading when ’’keiretsu’’ are
discussed on the basis of a gross misunderstanding and inaccurate
analysis. '




