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ment of their own electrical equipment capabilities in the
1950's following GM's earlier move (1971: 83).%

Despite these shortcomings, I believe that the transaction
costs theory, stripped of its exclusive pretensions, can
provide some guidance into an inguiry of the causes of
vertical integration.

The timing and the scope of +the proposed changes in the
assembler-supplier relationship seem to be dictated by the
competitive pressures the U.5. auto industry faces nowa-
days. As the industry's survival 1is at stake, drastic
measures are required to eliminate the substantial cost
differential between domestic and Japanese vehicle produc-
tion. Without this pressure potential changes in bounded
rationality or opportunistic behavior probably wouid not
have warranted a complete new assessment of the existing
balance between corporate hierarchies and market relations.
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