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A Notél Oﬁ, the Demaind.» of the I‘i,‘irmifor'Credit

by Toskzo Mm )
B The obJect of th1s short note 1s to make another approach to the mone—
tary economics than those usually accepted That is, an attempt for mathe-
~matlcal reformulatlon of cash budgetmg‘ in the field of business finance. It
is universally known that in the world of -neoclassical school there was no
_concept of ﬁnance " -
: In the artlcle the Wr1ter constructs a model under followmg assumptlons
(1) The productxon function is homogeneous of the first degree.
(2) Purchase- condltlon has an unlquely dlstrlbuted lags. in the sense of
vector. & , , , »
- ‘(3'). Sales c0ndition has an uniquely ditributed lags in tnesense of vector.
{4) The firm has its own constraint of a line of credit. |
(5) The firm behaves rat1onally o
With these assumptions, the writer can get a sequence of credits needed.
He can get a proposition that the firm’s production plan depends on both the
money rate of 1nterest and a llne of credlt namely avallablhty of credlt

An Evaluatlon of Japanese Corporatlon

Income Tax (I)

by Sezgz eruta

The total tax hablhtles of Japanese corporatlons were s.1gn1ﬁcently af-
:fected by the remarkable development ‘of corporation activities after the :

World War II. A. varlety of proposals ‘were made every now and then for
substantlal modlﬁcatlon of the . present corporate tax structure, particularly
, as the writer sees them they are on two respects. In the first place, the
5avowed intent of ‘most of these proposals for revision of the tax was to
.:av01d the double taxatlon on corporate and personal incomes. The pr oblem
“seems to be related to the horxzontal equity among mdmduals in thesense
that people in equal income positions should be treated equally regardless of :

PORPUE ST

their sources of 1ncome In the second place, the hlgh corporatmn 1ncome tax
is said to have undesrrable effects upon - corporatlon act1v=tles, such as m— ‘
vestment, pricing, output wage, and so on. This. lmpact of the tax. upon

‘business behaviors should be examined elther by way of. mdustnal or by

way of size of firm classification. , s e e
Whlle it is almost universally recogmzed that the personal 1ncome tax e
cannot be apphed dlrectly to -all corporate 1ncomes there are two, d1st1nct

'approaches with respect to the desirable treatment of thls income, The ﬁrst,‘~
impersonal entrty point of view, W111 dlsregard the ex1stence of the corporate o

business firms so far as possnble and attempts to place the same tax upon "
income ..earned by noncorporate ﬁrms - There are two arguments on thlsl,
pomt of v1ew It is argued that the ex1stence of the corporate form should ,
not be allowed to obscure the fact. that tax burdens ultlmately rest upon
1nd1v1duals, and prlnclples of ablhty must be 1nterpreted solely in terms of ,
personal burdens PR - : o ‘ :
On the: bas1s of horlzontal equlty, 1t is pomted out that there 1s no
reason to tax income earned through the corporatlon, more - or less heavlly
than that earned 1n other ways. . Secondly, it is mamtamed that there is no
need -to. tax firms accordmg to the form of business . orgamzatlon 1f the tax-
ation must be. completely neutral and aV01d adverse economlc effects -This
approach while adopted in the. Japanese corporatlon tax system, .requires

‘close integration of the corporatlon and personal income, taxee, along the lme ,

indicated in: the British. income tax system . f R T
-The second approach which dommated and was practlced m Japan main+

ly for - pre-war perlod treats the, corporatlon separately, the corporate net o

income being regarded as a sultable base. for taxatlon, 1rrespect1ve of: tax

paid on dividends by 1nd1v1duals ‘The - corporatlon is regarded as.a’ ‘separate

entity for tax purposes, divorced from the 1nd1v1duals and thusitis dlstmct_
from its. owners, with an identity of its own, From ‘this. point of view,
there was hardly any substant1a1 ad;;ustment made on the double taxatlon
before 1949. . et e T e : ST

. First of all, we are bound to admlt that the two. approaches on income -
tax treatment of corporations should be interpreted as conﬂlctmg phllosophles
against each other. Adopting one philosophy . would fail to see the merits of

~anoter, and vice versa. - On the ‘equity point of view,, however, it is almost

certain that the separate entlty approach has serious limitations to the eX~
tent that the approach would fail to take into consuderatlon not only the
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horlzontal but also the vertical equity among different 1nd1v1duals. ‘Dividends
that are recelved by low-income stockholders are subJecr to income tax from
which, on the basis of the exemptzons of the personal income, tax should be:
free., While the undlstrlbuted profits of - corporations owned by Persons in
high-income brackets are subjected to lighter tax burden than -that to: ‘which
they would be subjected if the bersonal income tax rates ‘were apphed to
“this mcome Therefore, in defense ‘of the corporate tax on an equlty basis,
it may be argued that, on the whole, the tax should be distributed accordmg
to the method suggested by ‘the 1mpersonal entity approach o ;

’ Further d]SCUSSth on the equlty of the present tax structure requires a
knowledge of the’ extent to which the tax is shlfted and thus the final inci-
dence of the tax. "No ' precise answerb can be glven to this questlon with
‘the present state of knowledge, but we have to examine to what extent our
view on the corporate tax can be modlﬁed with or without-the shifting..
To the extent that the corporation income tax is shifted forward to' con-
sumers, the burden ‘of this tax is distributed among ‘income groups in ‘Some-
what ‘the” same ‘manner- as the burden of - excise taxes In the recent study
bn the dlstrlbutlon of the total tax burden, Professor R. A. Musgrave:
dlstnbuted the shlfted portlon (one—thlrd 1n hls study) of the corporation.

tax among income groups on’ exactly the same ‘basis ag- the - burden of excise

‘ taxee, namely "the dlstrlbutlon of _total -consumer *expenditures by income
classes, Professor M, Kimura als¢ dlstrlbuted the shlfted -portion ‘(almost
half of the tax in his study) - to obtain: the dlstrlbutxon of the tax payment
by incomé classes in Japan, SRS *

" The next table shows the dlstrlbutlon of the corporat1on mcome ‘tax ‘

k burden when it is allocated among income classes on the’ basis of four differ--
ent ‘assumptions on- the extent of- the shifting; (1) that the tax falls entlrely' '
on’ stockholders, (2) - that ‘one-third of the tax falls. on. consumers and two--
thirds on stockholdeérs; (3) that half of the tax falls on consumers and half’
on stockholders, (4) that:the tax falls' entirely on consumers.  If it is as-
'sumed that the corporatlon tax falls entlrely upon consumers, the burden (on.
B _ the basis of 1960 data) would amount to 3.7 percent of income for “spending-
units (families) with income over ¥ 1 million per: month, as compared with.
135° percent for those with income under ¥ 200,000. On.thé other hand, if’
the corporation tax is assumed to fall entirely on stockholders, the burden on.

high income groups would be much heavier--- 171 percent of income for'

’famlhee with income over ¥ 1 million.

consrderatlons can be summarlzed as follows, both of the approaches,

4
. Thus- dlfferences in the: assumptlons used in shifting this tax radically-
alter the: degree of regression in the dlstrrbutron of this:tax, msofar ai it czn |
e estimated .from. available data. The assumptlon that: the tax is o;nt iy
stockholders makes the:burden to appear as 1f it:'were. progressrvely istr; -
bute(’il‘he assumptlon that the tax is shlfted to consumers makes the burdlein "
to appear as if it were regresswely dlstrlbuted Other assumptlons can make

ted ‘in proportion to income at
to appear as if it were dlstr1bu

the buder g Our conclusion derived from the above
parate

‘s‘. R

least up to ¥ 1 million income level

:and impersonal entity, have to be mamtamed rlght or wrong in view o: :
equity basis after certam deﬁmte posmon ‘can be obtamed on the extent 0

hifting of 'the corporation mcome tax.

’ Aflother attempt was made to assess the extent to w}nch the corpm -ation
tion -

income tax’ distorts the structure of Japanese economy " The’ C(;:porat :lm,

1ncome tax, as ‘we know, is deﬁmtely not neutral, It taxes only the re =

" on corporate equlty capltal whﬂe it mlsses ‘the return ofi corpOrate borrowed. .

'cap1ta1 and the’ return on capltal outs1de the corporate sector. Though' no |

: Table '
Estlmated Dlstrlbutlon of Corporation Income Tax Burden on Spending Umts
’ by Income Class on Selected’ Shifting Assumptlons 1960

AllOC§lt«l0]l Bases Petcellta e Of AIIOCRte Iax tO llconle 0 Spelldlng U]nts W lth
.

One Third Half of Ta\ Total Tax

- Percentage Percentage Total Tax ot Allocated.

s Efxstrlbutlon Distribution: ({gl%c;ztezd ':Az&t‘n‘ llg;;t ed %I(lmsumet ,Ocillmlzgsnﬁf‘irof |
' %prﬁltdifhgcrome %gcrpsc:;\lgﬁ:lu— PfVlde?ds (l))ﬁyldends %?c';sémﬁﬁ E Eé);p;:}(cihtu.- Lge);penditu
Class, . tes o " res and Half on "~ ~ .
o Dy .. Two-Thirds Dividends - ‘
: ?)ﬁvndends_ . ‘
— - ; : lor.: o7 - !
(miltion) -+ =% % % % % | ‘13 5/»
Under ~ ¥0.2 . 1.0 ¢, 01 .. 01, 46 .66 '\rslf
Over 02 150 03 . 02 . 27 28, P
w03 13 L0 04 27 87 3
4 04 43 19 09 290 38 194 )
w05 1.5 44 L7 33 40 ;egw_
w07 a3 62 3.7 44 4T 1,57M5
" 1.0 ’ lO.6 . 861 22,9 17.1 . - -16.8 - 3 :
Total 1000 1000 6.8 6.8 68 6.8




&
- congensus has been reached as to the degree of shifting of the corporate tax,
the assumptlon of forward shlftmg of the tax was made to ascertain the

“excise-tax eﬁ'ects” (named after the terminology: of Professor A.C. Harberger):

~ of the tax among industrial sectors of the corporations. These effects ‘shall

be anallzed fully 1n the another paper. expected to appear in later issue of
thls same journal, SR

;N | Malthus as a Bulhonlst

| ——~In Comparlson w1th R1cardo——f,\

by Mztsuko Naka/nzshc

Davrd Rlcardo, Who lald the foundatlon of the Class1cal Economlcs haa
: contnbuted to the development of economics . and. left -great achievements in
the hlstory of economlcs, but when we consider the 1nﬂuence of the Class1cal
' Economlcs on the modern economics ‘we. should not neglect Thomas Robert
Malthus as well as Ricardo. Speclally since the birth of the Keynes’ Feo-
nomlcs, Malthus theory became as lmportant as Ricardo’s theory that had

prevalled for a long tlme, and had attracted peoples attentlon John Maynard
~ Keynes ‘praised Malthus as “the founder of the Cambridge Economics™ and
declared that the Cambrldge School was indeed the legitimate successor of
the Classical School ——accordmgly, Malthus. ‘Whether his claim was right or
’_ wrong, Rlcardo and Malthus were different in- the substances of their theories
and the ways of- thelr approaches We can .find this fact in thelr contro-
fversy ‘that appeared in thelr letters. Though they held different views in
lthe major part of thelr issues, they were intimate friends. “Accordingly
their friendship played an important part in establishing Ricardo’s theory.
- One of the most 1mportant economic problems in their time was whether the
‘ 'deprematlon of paper currency at the time was caused by the suspentlon of
specle payments by the Bank of: England As Ricardo played an actlve part.
‘as an champlon of the Bulllon Controversy, they repeatedly ‘discussed the
' currency problems of the time and thelr frlendshlp became deeper Thus
- Malthus as well as Ricardo was obliged to take part in the Bullion Controversy.
Although it is generally said that the Bullion Controversy was a Con-

troversy of the bullionists with  the unti-bullionists, most bullionists were _

opposed to edch other in their views. We shall find the ‘exam'ple in the c_onf
. troversy on currency problems between Rlcardo and Malthus. For instance, "
_ Ricardo denied that any influence except the monetary situation: could aifect y
‘" the exchange rates and the prices of bulhon "He consrdered that the fall -
in the exchanges and the rise. of the pr1ce of bulhon Were caused only by
excess issue of paper currency. Wh11e Malthus recognlzed the lmportance of
‘subs1dy payments and trade changes besxdes monetary sfcuatmn Also it has

- been frequently said that Ricardo played a major: part in securmg the ap-

pointment of the Bullion Commrttee and in: formmg the doctrmal framework

“of the Bulhon Report but recently some scholars, for 1nstance, F. W. Fetterl
A declared that there were important differences between Rlcardos views and A
the views that were expressed in the Report, and there were some faults in -

Ricardo’s view in’ comparison with some other. bulhomst’s views.

In order to understand the Bulhon Controversy clearly, we must con31der

the Rlcardos view in. contact, Wlth other bulhomsts views.. R
The purpose of thls paper is to examme the Malthus monetary theory

- as a bulllonlst ‘who ‘influenced Ricardo’s view by makmg' comparlson with ; .
_ Ricardo’s monetary theory I hope that the factors which caused' the deprem—
“ation of paper currency of the time will become clearer by thls.study




