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abstract

Recently;there are some opinions in the United States which argue that
competition law has been enforced less stringently in Japan that in US and tﬁét.,
as a result, U.S. business is placed at an unfair disadvantage to Japanese business in
Japan. This sort of view is frequently aired, however, without adequate knowledge
or understanding either of the competition law of Japan and the United States or

of actual business circumstances in Japan.

The present papevr looks at the way inter-corporate business is carried out
in Japan’s motor vehicle industry, which is taken to be representative of Japanese
industry as a whole, and asks how the realities of Japanese production and
distribution systeni might be evaluated on the basis of U.S. antitrust laws.
Special attention has been paid to the question of whether the vertical relationships
common in the Japanese motor vehicle industry actually infringe the provisions of

those parts of U.S. anti-trust law that deal with exclusive dealing practices.

It would, however, be difficult to prove that there has been agreement within
the motor vehicle industry to make use of exclusive dealing arrangements. And again,
even if we assume that the industry does in fact make use of exclusive dealing
practices, this sort of behavior cannot automatically be defined as an infringement
of U.S. anti-trust law and can only be judged in accordance with the rule of reason.
In practice, neither U.S. anti-trust law nor the related guidelines drawn up by the
Department of Justice provide the clear standards that would be required to make this
sort of judgment. Fufchermoré, given the inadequacy of the data collected on the
Japanese motor vehicle industry, we have been unable in this paper to provide the
sort of in depth analysis we would have liked. Thus, our analysis is such a limited .

one, with a number of prior assumptions and the limited data available. We were not




able to turn up any evidence of illegality. But, according to this analysis, we are
not sure, at least, whether business practices in the Japanese motor vehicle industry,
especially exclusive dealing arrangements, either at the production or at the

distribution level are illegal or not.

It goes without saying that Japan’s anti-trust laws should be strictly enforced
in order to ensure the absence of cartels or boycotts. it does not follow, however,
that the strengthening of Japanese anti-trust law would necessarily lead to an increased
share for foreign companies of Japan’s motor vehicle distribution and components
markets. The difficulties experienced in breaking into the Japanese market that have
been pointed out by foreign companies arise mainly out of the sorts of long-term
business relationships that Japanese companies have with each other. In this connection,
however, it should be noted first that the long-term relationships that exist in the
motor vehicle industry are entirely rational in economic terms(they are not designed to
keep potential new entrants permanently out of the market and there are, in fact, a
number of new companies, including some from the United States, currently making
headway in these markets). Second, even an examination based on the U.S. Department
of Justice’s vertical restraints practices guidelines and related case laws fails to reveal
illegality in the Japanese automotive industry. A better approach would be for foreign
companies interested in gaining a foothold in the Japanese components market to build
so-called "design-in" relationships with Japanese manufactures. Similarly, on the
distribution side, the best way forward for foreign companies could well be to rebuild
their links with existing dealers or else to start again with a new distribution. In the
present paper, we have concerned ourselves specifically with the motor vehicle
industry; a further task is examination of how other Japanese industries might be

evaluated within the context of U.S. anti-trust law.

The realities of inter-corporate business practice and of the market itself are far
from easy to grasp and it is essential that we do not make rash judgments simply on

the basis of outward appearances.




