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Determmatlon of Relatlve Shares K o
 ina TWO—Sector Model

by Sh,zgeo Tomtta,

The purpose of this study is to 111ustrate the mechamsm Wthh determmes '
the relative shares of capltal and labor When the’ whole mdustry 1s dev1ded.
into two sectors, namely, capltal goods 1ndustry and’ consumer goods 1ndustry, s

and when ‘income of the’ households is’ devlded mto two parts namely, labors
ineome’ (Wages) and capltal s mcome (proﬁts) On the one hand ‘the' deter—

‘mination of equlhbrlum relative shares and its stablhty condltlons by applymg, o
" g0 called ‘cobweb theorem, When amount of both capltal andl abor are held’
constant within the week were analysed On the other hand stablllty'

-conditions of balanced growth equrhbrlum, when amount of both capltal and
labor grow over the week, were obtained. '

In the modern theory concernmg the problem of relatlve shares, an inter-
pretatlon that is worth mentlonlng is the - neo-clas31cal theory that is based

-on “marginal prmcrples It trles to, mterprete the long-term trends in re-

lative shares by characterlstlcs in technologlcal progress and the elastxclty of

" :substitution, and it generally takes the technologlcal view. The other view is

the Keynsian dlstrlbutlon theory expressed by Kaldor It opposes to the former - )
'view by denying - margmal prlnmples and it is based on the savmg behavmr ) ‘

of the mdwlduals It asserts that the equlhbrlum relatlve shares are

determmed by the equahty of savmg ratlo iand mvestment ratlo These two

v1ews on relatlve shares contrast each other It is clear that relatwe shares '

__depend on technologlcal condltrons, but at the same tlme -one’ cannot deny
" that they are also dependent on the demand factors as savmg behawor II;

‘was considered more desm;.ble to construct a theory of determmatlon of, '
relative shares that unifies these two factors that determme the actual relatlve .

dshares One of the ob,]ectlves of the present study 1s to provlde a tentatlve
approach to thls un1ﬁcat10n of both theories..

Condltlon express;ed as (S S.a) <,6_y( Kl"fj ls the stablhty condltlon\v

of short—run ethbnum When cobweb theorem is applied, S, -and S, show
the propensnty to save out of profits and wages,. K and L show capltal stock

and total amount of labor in the society, K, and L, show ~capital and labor

employed in capital goods industry, ThlS condition wﬂl be met when the
mcome distr1butlon to both types of households are. more equal-——namely



2 .

S,—8S, is srnaller——and heavy mdustry with relatlvely hlgh capital intensity
occupies a major portlon of capltal goods mdustry, and moreover, when the
~output of capltal goods accounts relat1vely high welghts in gross national
product. .. T
Next as the stablhty conditions in ‘balanced growth equlhbrlum in the
two—sector model there are those Whlch rely on capital intensity cond1t10n and
others which rely on condltlon of the elastlclty of substitution, and the
stablhty condltlons under varlous condltlons of savmg ratio are presented. As
another concluswn obtamed from thls study, -a_stability condition that had
not been mentloned formerly, namely, the elastlclty of substltutlon of whole

_ soclety bemg o‘>1 was presented. So long as « 0>>1 holds, it will assure

that G, w111 equal G in Harrods formulatlon whether. C,>C, or C,<C,
regardlng the capltal 1nten31t1es in both 1ndustr1es ‘

- Balanced Growth in Two-Sector Economy
—A Survey and a Generalization— -
by Kunio Kawamata
" The interest of the present study are centered partlcularly on the problem
of emstence ‘and stablllty of balanced growth path in two sector economy
First, we survey recent contrxbutlons on the problem, then we proceed to~
present a generahzed model and to derlve condltlons for relatlve stablhty of’
balaniced growth path, The brlef outhne of the arguments presented here-
can be summarlzed as follows ’ ,
‘ “Let us cons1der an econom1c system con31stmg of capltal goods and con--
- Sumption goods sectors, 1ndlcated by 1 and 2 respectlvely Both goods are'

~ produced by two homogeneous factors of productlon namely, capltal Ki and

labor L1 (1~1 2). Capltal depreclates at a ﬁxed rate and growth rate of
. labor is constant and" exogenously given.

~Let S, and' S, be the: average propénsxty to save of cap1tal1sts and of :

'workers, respectlvely, where -
= S ® - ' 0=8,<8,<I  and S, *1 8,%0
Perfect competition, constant returns to scale and dnmmshmg marglnaP

3

rate of substitution are assumed. Then when any of the following conditions
is satisfied, balanced growth path is umquely determined and 1ts relative
stability is assured. : R

€. 1 Kz/Lzsz/Ll,
namely, consumption goods sector is always equally or more capital 1ntens1ve ‘

“than capital goods sector.

(C 2) GZth\X (Sp) % I "‘) »
WLx +PK1 f
namely, nelther propensxty to save: of the capltahsts S nor relatlve share 0

rK; - N
capltal in capltal goods sector m is larger than elast1c1ty of sub

gtitution in consumptlon goods sector

I'K),
(C 3) G WLl"l"I"Kl

namely, elasticity of substitution of whole economy  is equal to or. larger

. than the relative share of capital in capital goods sector. . ..

As corollarles to (C. 2) and (C. 3), any .of -the followmg condltlons is
sufficient to assure the uniqueness and relative stability of the ‘balanced
growth path, ‘ : :

- (C.2Y o,=1

(C.3Y o=1. - - o :
Notice that (C. 2)' includes' the well known case when productlon :t‘unctlons in-
both sectors are Cobb-Douglas type. ST R ~

Sufficiency of (C. 1) was first proved by Uzawa under ‘the assumptlon
of S =1 and S,=0. Such restriction is dropped in our result, :

60 far we have assumed (S), now let us consider the case When

(S), Sw 0 ' 0<S él ’
Then uniqueness and stability of the balanced growth path is assured under
the following condition, ‘
(C.4) o0,}to,=1. |
This provides a slight generalization of the result obtamed by Shlral and |
Takayama. : :

S
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Hilferding’s View -on Theory of Corporation
by Hiroyasu ILida

-In this papér we have studied the theofy of coi;pdrafion"l in Hilferding’ s
“Finance Capltal 1910”.. As it is generally known, Hilferding analysed

ﬁnance capltal in order to understand certain phases of twentleth century .

, capltallsm, namely, monopohstlc capltallsm ‘However, ‘whén We wish to
"1nterprete his analysis of. finance capital - following his logic, we find it
difficult to understand his concept of finance capital only from theory of
~eredit as it was formerly done. Hilferding also payed attention to the

problems of monopoly when he analysed finance capital. But his method,
unlike Lenin’s do not consider monopoly as a problem associated with process
of* productlon or process of capital accumulation. - He'tried to explain ‘it by '
categories of mobilisation of icapl'[,al in industrial corporation or of: founders
gain. This method is closely related to his theory of bank credit expressed .
in the first part of his book. Concept of fixed (iapital credit is the essential
‘part of bank credit according to his book. Thus we have. tried to make
‘ cleaf the limitations of his corporation analysis, as it is revealed in his book.
Our conclusion i that Hilferding’s theory of corporation is- ‘included in hls
.theory of credlt especlally in the theory of bank credit.




