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Abstract

The Estimation of Experience Curvesin the Auto PartsIndustry in Japan

Takefumi MOKUDAI
Doctoral Student, Graduate School for International Development and Cooperation, Hiroshima University,

1-5-1 K agamiyama, Higashi-Hiroshima 739-8529, Japan

This article examines the effects of cumulating experience on cost behavior in the auto parts industry in Japan.
Based on the Ministry of International Trade and Industry (MITI) database, experience curves are estimated for
each of 46 items of auto parts during 1960-97. The results of the analysis are as follows: the prices of 28 items fall
by 4%-24% each time cumulative volume doubles; the ones of 2 items rise by 5%-10% as cumulative volume dou-
bles; and the rest of items are either indifferent to production volume or statistically insignificant. The evidence
supports the existence of experience curve effects in the auto parts industry in Japan. This article also discusses
strategic implications of experience curve effects in the auto parts industry. The findings suggest that expanding
strategy should be employed in conjunction with complementary capabilities such as product development skills,
sophisticated logistics functions, and capacities to manage inter-firm relationship in order to expand a market share
and to increase production volume.
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