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Reexamlnatlon of Some Fundamental Questlons
. of the Flscal Sc1ence
by Jmchz Takagz _

It is the purpose of thls paper to reexamine some questions as the
startmg pomts of studies concermng the Pubhc Fmance (or the Fiscal

‘Sclence) It is. possrble that, in startmg to study, some factors are not

: fully examined, because they are regarded as self-evident or neghglble .But,
‘having reached to hlgher stage of their studiés, it happens often to be found
- that those factors once neglected ‘were really nelther neghglble nor self-
Aevxdent ' ‘ : '

Almost all ﬁscal theorlsts and theorlsts of welfare economics regard the . |

_ area (or sphere) .of public- finance in the economy as belng the publlc sector
.in  the economy. Accordlng to Prof, U, K. Hicks, the public sector consists.

of four parts of government act1v1t1es (Br1t1sh Public Findnces (1954) p. 9.
 Prof. Brownlee and Allen called “ the public economy " the area of govern-

_ment as an economlc unit (Economlcs of Public Flnance (1954) p. 9). Prof.
Musgrave wrote in his Theory of Pubhc F1nance (1959) “that it might be
better to describe as an exammatlon of the theory of pubhc economy, following'

the - useful german concept of StaatSWIrtschaft In hlS book the public

finance are dealt W1th as equal to- public economy, public household and public
sector i 1n the economy ~ Though these conceptlons are dlﬁ’erent ‘in expression,.
,they are the same, in’ reality, as the ‘orthodox conceptlon of German school

- of the Sclence of Pubhc Finance, . the center of Whlch Was Adolph Wagner’s -
Fmanzw1ssenschaft (1877) Accordmg to Wagner, F1nzanwn tschaft (Public-

finance economy or ﬁscal economy) is an economic unit, the’ sub,]ect of which
is. the government, actmg for the State and it means ‘the ‘public household.
, Smce 1880’s.and even in 1950’s, ‘this conceptlon has been generally accepted

as rlght and self—ev1dent without any doubt. But now, it seems to be _

neccessary to reexamme this prevailing idea, as the startlng point of commg
~ studies - deahng with public ﬁnance as .one of somal—economlc phenomena
Contrary to the generally accepted conception, I think, the sphere (or area)
of public economy or pubhc household is not equal to that of the public sector
in the economy. It seems now to me an essential problem to grasp accurately
the area of the public sector, because the fiscul science deats with public-

e

economic: phenomena in the economy Accordmg 1o the prevalhng ldea,

central and local. governments as pubhc-economlc unlts (1nclud1ng their. related_ L
~organs and activities) - are regarded :taken into a group, asg: the government | k
- sector; the government sector is' almost always regarded as 1dent1ca1 w1th the i :
rpubhc sector Tithink, it may be one of- after—effects of Soclal Accountmg whlch

is- the ex—post accountmg system to analyse the social-economlc structure

- from the. standpomt of : mutual exchange system Though I never hes1tate
to appreclate its hlgh theoretlcal lmportance and usefulness, 1t seems to me_ e
a mistake (or mlsleadmg) to take into the sphere of the ﬁscal science, W1thout e

any reﬂectlon the. conclus1ons reached in the analy31s of Soc1a1 Accountmg

: The State is the territorial- (reglonal) commumty con31st1ng of people
and - governments representlng the State and Local Bodles People (as
prlvate economic units): and governments are combmed with-in two economlc

. relat1ons,—free mutual exchange relatlon, and ruhng—ruled relatlon by go- o
. vernments actlng for the State and. Local Bodles When grasped as a group. f_‘
~ the private sector. cons1st1ng of prlvate economlc umts (as: prlvate householdsf &
and busmesses) and the government sector consrstmg of - central and. local i

governments (mcludmg the related organs and act1v1t1es) are combmed w1thf1

in these two relat1ons mentioned above Then the. market sector is composed_;_ e
of the prlvate sector .and ; the- government sector in the mutual-exchange‘ Y

: ;—market relat1on and ‘the pubhc sector is composed of the govermnentj~ |

~ sector and ‘the prrvate sector m the rullng-ruled pubhc—economlc relat1on o

. The sphere of pubhc..sector 1s Wlder than that of the government sector' k
' because the pubhc sectol occuples a part of the pr1vate sector For 1nstance L
taxatlon is the typ1ca1 form of pub11c~ﬁnance act1v1t1es.. Though it means i -
to governments the compulsory money-ra1s1ng, it means at the: same tlme to ', AT

private economlc umts as taxpayels the forced dlsposal (payment under

'compulsmn) of money CIf We recogmze that compulsory money-ralsmg m, i

taxatlon is one of pubhc ﬁnance act1v1t1es we can not deny that the forced'

d1sposa1 of money is also one of pubhc nnance phenomena If pos1tive taxatlon‘ ’_

is pubhc-ﬁnance act1v1t1es, the negatlve taxatlon in' the form of’ subs1d1es 1s
to be one of pubhc-ﬁnance act1v1t1es Positive and negatlve, taxatlon penetrate g
into and. occupy a part of the prlvate sector. - It may be already understood"
that- the. pubhc sector does not cons1st of the government sector only ‘

It is quite right that. Prof Musgrave emphagises: the 1mportance of close

interdependence of the public sector and market sector (or private sector), '

both operatmg w1th1n the same economy (Theory of Public’ F1nance, p. 49,




Attt

. (dlfferent in .its content)
. have. once- thought thls questlon too: self—ev1dent to be worth thle to re--
examme, will be aware: of its- importance. - The - modern econoiic system
s very often sald to be a mlxed System or. a dual system “But I want -
to say agam that ‘so-called mlxed or dual economlc system is not the system
cons1st1ng of what are generally understood ' ‘

e {'( 5) Procurement of goods

:';: -'-"( 6) D1sposa1 of: goods and ‘gervices:

o 51 p. 205)c But we must understand that the lnterdependence of these two
, sect01 is not of what Prof Musgrave and others: meant, but the mterdependence

of the public. sector- and the: market - sector ‘with each: dlﬁ’erent structure
Havmg understood ‘this  fact, some people ‘who

It seems to me that forms of pubhc—ﬁnance (ﬁscal) act1v1t1es and ‘then

' the llmlt of the ﬁscal scwnce are not accurately grasped I show thelr forms
'ln the table and dlscuss the hmlt of the - ﬁscal Science. L '

( 1) Ralsmg of .money ((a) pubhc-economlc raising, its typleal form 1s‘
h taxatlon (b) market—ralsmg, 1ts typlcal form is borrowmg)

‘ L ( 2) Dlsposal of Money ralsed (Spendlng and Hoardlng)

M (3) Payment or Spendlng for
LE goods and serv1ces N
(a) 1nterna1 (b) external

(4) Payment ot for goods
- and Services | -
- (a) internal -

) oxternal

and serviees S

procured (usmg up and stormg)

“(a) Creation of . estabhshments |

by non-creatlon of establlshment L T
() 'Beneﬁts given ~ (8) B_eneﬁt's‘y given‘*
Oy Cin ‘the . form of " in the form of
" services*: goods _

(@) 1nt.ernal (&) internal
f(b) ekternal ffjf - 'f'('b)"externall' .

: (9) Beneﬁts g1ven o
‘ 1n the form of
money

S (a) lnternal
(b) external

It has been very. often sa1d that ﬁscal act1v1t1es are money—ra1s1ng and
money-spendmg activities. But activities whlch end with money-spending

C oIS -

- foreign governments

,whlch he cr1t1s1zed my - conceptlons

goods - (money, goods and serv1ces)

~are only in the case of (4) money—payments not for goods and serv1ces Which SN
" come dlrectly to be: (9) Beneﬁts given in the form of money S T
| Accordmg to. Prof Gerloﬁ" the ob;]ect in. the narrow - sence (Erkenntms--ﬁ o
A ob;ekt~cogn1tion-ob,]ect) of the Science of Pubhc Flnance are Beschaffungf:“ o
und Bereitstellung (procurement and preparatlon) of means requlred to. satlsfy_ o
. the needs of Publlc—Flnance Economy (Dle Offentllche Fmanzw1rtschaft (1948) G
It is one of" my. questlons whether (or not)  the- word Bereltstellungj_*yf
1mp11es ‘both disposal of goods and’ servlces procured and pubhc beneﬁts Whl()h:;:-‘ :
are created by disposal of them and glven 1o the prlvate economlc unlts (as f";f: : -
‘8’ group; - the- prlvate sector - in -the same economy) -and to foreign people or
If this word ,,Bereltstellung“ does not 1mply eithe; of
them 1 th1nk the conceptlon of Prof Gerloﬁ’ is 1mperfect or-a mlstake ; ’_ S
" Both" (1) Ra1s1ng ‘of money ((a) ‘and- (b)) and (5) Procurement of goodsf' i
and services: (by either purchase in’ market relatlon or- compulsory acqu1s1tlon'-:'v i
—so»called concealed expenditure) “is “the process of preparatmn for the.__,f
disposal’ of money, goods ‘and serv1ces to creat Pubhc Beneﬁts glven 1n ‘the o
form of - services; goods or money Recently, Prof Andoh wrote a paper inj
He fully accepts the theory of Prof T :f

S. 82).

Itoh whose basic idea of the Fiscal Sclence is the “ compulsory acqu1s1t10n

The chlef questlon put ‘to me in his paper 1s whether pubhc expendltures‘;"‘ v
and. their eﬁects can’ be the Erkenntmsob;;ekt (cognltlon-obJect) ‘of .the ﬁscal‘ B
Accordmg to. Prof Andoh publlc expendltures and' thelr effects can
_ be the Erkenntmsob;;ekt of the fiscal science, - w1thm the limit - that they' PRt
, Ahave dlrect and/or 1nd1rect relatlons fo- compulsory acqu1s1t10n of : economlc =
| Accordmg to my conceptlon pubhc: o
expendltures (publlc economlc dlsposal “of money, , goods and servlces) andJ' SR
pubhc benefits created by dlsposal of them * (both thernselves) can be the' 5
g Erkenntmsob;ekt even if they have no relations - to compulsory acqu1s1t10n S g
I thlnk pub11c~ﬁnance act1v1t1es can be the ErkenntnlsobJekt not because
vthey have direct or. 1nd1rect ‘relations to compulsory acquisition, but. because_ o
(—-w1thm the hmlt) they have relatlons to pubhc~econom1c dlsposal ‘of money,. L '
goods and services. ' ' AT S R ‘ :

sclence

The last part of my" paper 1s concerned w1th my reply to some quest1ons .

put by Prof. _Andoh.




| The Shlftlng and Incldence |
of the Corporate Income Tax in Japan A

by Sem Fm'uta

It g qu1te mterestmg to observe that the changmg patterns of the

_ k Japanese corporate 1ncome tax rates together wlth ‘the profit shares and the
' ,;rates of. return -on cap1ta1 have been. closely similar -to those of the.United '
States from pre—war to.- post—war perlod To one .who' mtends to. analyse :the
,shlftmg and mcldence of the tax m Japan, 1t seems to be full. of ‘suggestions
 how the fiscal - theorists. . such _as M A: . Adelman, - E..M: Lerner & E. S.

Hendrlksen, R.. A Musgrave and: G H. Brannon, made ' the inferences on

.shlftablhty of the tax. accordlng' to. their own insight and approach. The
) approach adopted by Brannon is. mamly apphed to the questlon of . the incidence: .
of the Japanese tax: m thls paper Thls ,may, _be‘ Acall_ed, .the proﬁt shares

approach : : PR S : T
. Our- method of: estlmatlon ‘can be summarlzed as in the followmg
( 1) Pi=a, +b1Y +¢,T; +u, SR

. Where P stands for gross ploﬁt of . Whole corporate ﬁrms Y for the corporate
GNP at factor prlces, and T stands for the corporate proﬁts tax . hablhty .
'Thls ‘equation is fitted to data for the period 1932-43, 1951 60 by the
stralght forward least squares method. , ; C _
L Cods1derat10n of the tax. determmlng structural, equatlon glves us another
= _"kmd of proﬁt equatlon Introducmg the. tax equatlon exphcltly, we have

S(2) T -—t’(P’) +t”(P”)

", - where P,’ is the expected proﬁt level in the absence of any corporate proﬁts :
- tax: shlftmg, P s ‘the change in profit. assoclated ‘with’ shlftmg, t.’: is the

average . ‘tax rate- at the proﬁt level Py/; and ;" is the marginal tax rate.
On: the other hand the expected proﬁt level W1thout shlftmg can be ertten

; fm the. followmg‘ linear form; ;

(3) P; =as+b,Y; +u.

_Comblmng equations (-2) and (3) we. obtaln the reduced form in the case
~of poss1ble shlftmg of the tax. :

(4) -~a.,+b4Y +b.,c4t Y +b.,c42t Y, +'u,,

- Taking account of the change in Y and the capital stock indicated by
the ﬁxed asset and the depreclatlon allowance accounts, the followmg type .

of equatlon was also estlmatcd

o (5) P;- as‘l'bsY ‘I‘CST +dde +65K; I~u. ‘ , g
We may put ¢’ 'm the equation (5), and test the new equatlon S
(6) P'-—~a5 *‘beY +b505t ,Y +d5AY +85K +'u’; » L

The results of the estimation on the above equatlons are offered in thet "f‘

~ next table S S
. s Table SN e
Variots Proﬁts—Income Tax—Relatlonshlps Y
- Fquation ' o
Number

( 1) P= -—203 234.0.129Y +1. 955T
(" 0327) - (0.4022) -

(4) P=-13832 +0.276Y -0, 0075t’Y O OOOISt’t”Y
(O 081 5) (O 0051) (. 00008)
. or : ‘ '
: (4' P’-—186 18+O 3558Y OOOllt’Y
- (0. 07491) (0. 00264)

( 5 ) P"~ —16 822-0.1680Y -+1. A4657T +-0. 2254AY+0 2091K
(. 0721 1 £0. 49462) (0. 58280) (O 03309)

( 6 ) P 3 054 +0 1303Y — -0. 0023t’Y+O 3642AY+0 1262K
(0. 1406)  (0.0019) - - (0.0397). (0. 0599)

' The meamng Of the results may be lntel'preted as the falrly strong‘:;{‘:‘ ‘»
~ evidence of no shlftmg', if we assume that no tax shlftmg oceurs unless'bf\ £
- the tax varlables affect the proﬁt functlons m a conmderable degree L




