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' The Lébour Problem and Social Policy in the
. . Stage of’Monopoly,Capitalism- ,(2)- :

————The Relatlons between Minimum Wage System
‘and Somal Insurance (I)——

by Kanae' Lida

The Social - Pohcy is the system of reforms which appears as the labour protective measures -
by the legislative means in the parliament, and so constitutes a part of the civil law. The practice
of soclal policy aimed at the maintenance and reproduction of labour force needs the.enormous
sums' of money that must form & important items of the national finance and gives rise to
the following !questions, that is, *Wherein are the resources of ‘this expenses found?’ or ‘Who is

the payer of these expenses? Accordingly the fate of social pohcy is intimately connected’ w1th

its position in the items of the national ﬁnance The fruitlessness of the earlier factory laws in

Britain must be, in this sense, regarded from the point of classes relations concerning the ﬁﬁan_-r
cial policies of ‘the state. ' In the stage of monopoly capitalism which the labouring-class;paljty
appears as an influential political force, declaring ideology of socialism, the practice of ‘social
policy leads to the severe intension and ¢onflicts about the distribution of social expenses in the
natural course of event. ' ' A -

As already - stated, soclal poliey “is the system of social reform which is framed into. the
civil law, and .the minimum- wage system and social insurance are the most représentative ex-
amples of social policies in the times of ‘monopoly capitalism. - The writer tries to inquire into
the significance of social policy, recognising ‘the natures, essences and - histories of minimum wage
system and social insurance in the times of 1880 to 1920 in Brltaln. At Afirst,” what relations-
and connectlons exist between the minimum wage system and social insurances, secondly, the
relation among social policy of industrial capitalism - (factory acts), minimum’ ‘wage system and
social ‘insurances as the ‘social ‘policy in the monopolicy capitalism, and social securities and '

thirdly the difference between the British and German social - pohcy This " essay containg ‘the
followmg contents, ‘ '

(), Introduction. , g
(2) The meaning of British Wage Council -of 1909
(3) On the formation of British national insurance act (this number) .
- (4) 'The relations between minimum wage: system and national insurance-: act~Br1tlsh mono~
- poly ‘capitalism and social policy. - _ :
(6) German imperialistic policies and social policy.
(6) Britain and Germany in the developnient of social policy.
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Dividend Behavior of Marginal Enterprises in Response
to the Corporate Incomé Tax Changes in Japan
—=An Application of th‘e ‘M.S. ‘Feldstéin Model’ -

to the Japanese Ihduétryé—'

by Noboru Horiuchi
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ASin‘ce _as 8 well known, the taxation policy; has now weighty, influence .on controling. or.

buoying up ‘national economy. the irnpc')rtance of taxation- policy: ag one.of ‘:the ancillary. t ﬁsucal,

‘pohcy in capitalistic society has increased markedly thege days. ; :

| In the academic ficld of economics also, especlally in' ¢économetrics, - to estlmate the eﬁects

of this: fiseal policyin terms of concrete ﬁgures has- become one of the-important. subjects and

various attempts to elucidate this. problem from: various angles: have beenunderta_ken so far.’: |
The study:such as this involving quite _co‘mplicated problems, fthe es_timation:models have to.

be formulated chiefly on. two different prineiples; that is, :one, ‘macroeconomics; and. the other;:

microeconomics and this paper follows the latter méthod. . o i v v

4 Smce the outflow of profits of corporate enterprises is one of the causes of econormc ﬁuctu—

‘ ations, ~1f ‘the .outflow is proved: to change parceptibly in response to ,corporate tax : policy of the

Qovernment, the Government can not remain. indifferent, ‘thus the ‘need to discover. the relation-.

ship’ of d1v1dend behavior to- corporate income . tax: policy. (S :
| Before ‘proceeding . to the main-subjeet,. we. must take note of two peculiarities-of the: pheno-.

‘mena which: constitute the mam part of ‘our ‘study.

* That is, on: the one hand, the d1v1dend of & firm has" ‘the - strong: tendency {0, mamtam the

«0ld ‘level regardless of: environmental changes unless they are, not ev:traordmarlly potent.

..On 'the other- hand,  taxation: policy, -due to- its nature of having dlrectly to. do-with our.

dally life; can not and ‘does not' change so easdy, e AL T T e R ST RN

o

In short, both phenomena have inertia to continue the former positions. oo e ldei

To be sure, it is not that all changes are excluded from both but both’ phenomena are slow
1o accommodate themselves for changes ‘potf onlyg;mv:economlc conditions ljlln“general ‘but those
in each other. : : T

''''''

phenomena which makes the tasi of .investigating the relat10n quite ai difficult: undertaklng

Moreover, in spite of many facts- demonstrating the connection betWeen changes in corporate |

taxation policy. of .the Government- and profit dlstrxbution manipula’mon of firms, when; the impact
of the government policy is not strong enough, the government policy has less drrect bearing

cymoerint oAbl Disien

' Therefore, it -can be: assumed that, there :is very: tenuous lmk between these. two: social
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on the determination of grofit distribution compared with other factors such as the business:
results of the firms concerned.
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© - However; the reason -why we' can hot exclude’ the possibility: of mutual relation: betwe'en
the corporate tax policy and dividend behavior is that the former - -always exists:as a latent
factor ‘and when its: cumulative effects have. becomie ! suﬂlclently strong, it-will have its 1mpact
felt” by ‘compelling the management ‘of firms to change: profit - distribution. : Ll el
Generally speaking, changes ifi .profit -distribution, one  of - the important activities of &
firm, are brought about by the judgment of the management in lme with the purposes: of
mamtammg‘ -and ‘expanding the: firm's: busmess ‘but not -following' ths i whims -6f the company
premdent ag’ beheved by some, people i r Sl
The fact that ‘the correlatlon “between the corporate taxatxon ‘policy of the Government and
leldend 'behavmr has been repeatedly observed: with ' some ‘time: lag ‘yet considerable! regularxty
bears Wltness to the hypothes1s of mutual relation. * 0 b PR e
~And reference should be -made also: to -another fact that. due ‘toithe: hablt of firms to maxi-
mize proﬁts at' the minimum cost," the proﬁt outflow of a.firm follows ‘a certain pattern: though’
some what modlﬁed by the. exlstence of:. corporate taxationytis: o0 o A gy
© What M.S. Feldstein- has’ introduced-in the- solutlon of this difficult problem is: h1e recognis '
tion: of: the fact that': to measure ‘the: mcentlve in the form of the:diffcrence in tax : 'paynient
brought into existence by the corporate tax.‘system ' comes to do the something with: the joppor:
‘turity cost of retained earnings in terms ot‘ the: foregone dividends 0,.. .. -
- By drawmg attention to this' aspect. of the- matter, Feldstein was able to shed consxderable
light on the' matter; . e vt edt i bl L g ‘ RO
. However;  what ‘Feldstein introduced is not totally new-: but is antxclpated by some spemahsts
preéeedmg torhime w0 e i ey T : T R , i
As an 1llustrat10n of the inchoate:ideaaivla Feldstem, let me: take an ‘example. ~The
-corporate tax rate was reduced from 40.to'38 per éent in' fisddl ‘year 1958 ‘in: Japan At that time,
if-a: firm, on determmmg the distribution of::profits, reduced ‘its rotained. ‘¢arnings by.2 per cent
-andpaid-out :that much profit-as- dividend,:the amount the firm!' must pay ‘as: corporate tax
‘would have been the same s if- it had maintained the same: level of profit distribution, ’7'5
i At the same’ tlme, to rectlfy the mequlty which-the old corporate tax. system runder: ‘the
altered economic circumstances' stemming from the - rapld growth of ‘economy:has broughtabout :
to dxﬁ’erently sized firms, tax rates applied on retained earnings was revised as follows; ‘That: 1s,
whlchever larger sum either the residue of retained earnings minus 35 per cent of incomes or
tﬁat minug 2 million yen is taxed according to the following schedule :

,\‘\ under 30 million yen (per annum) 10%

v

\ in excess of 30 million yen ( » ) 15%
k ‘“g ‘in excess of 100 million yen( » ) 20%
Therefore, \vhether to dlstrlbute profits as d1v1dend or keep them as retamed earmngs has
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becoms  not only the problem- for accounting butf. that having much to do. with the size: of!
profits themselves. o RS

. And the idea of the opportunity cost of retained- earmngs in terms of foregone dividend has.
come to possess a great meaning to the firm. :

And, to many firms, especially marginal firms- which are ever alert for whatever advantage
‘they can seize upon, how to ‘manipulate accounting fo minimize tax cost within. the frameWOrk
of the corporate tax system has become oné of -the most important. items for the management-
to deal with. . : N ‘

Therefore, the possibility that changes in corporate income ‘tax and those in d1v1dend rates
are mutually related has long been the subJect of active discussion among. economists,

But efforts to corroborate the relationship by demonstra ting :in numerlcal terms. have en-

‘countered the same difficulties as:A. Rubner faced in his demonstration of the relationship of -

mvestment activities with dlfferentlal profit taxeés. - .°

. What have differentiated the Feldstein method. from the precedmg‘ ones, for example, JXK:
Lintner’s is his superior device to isolate some less relevant . factors. such as general : economic:
conditions and the size of a firm, rates of profits against the elnployedv capital, the degree of
liquidity of the firm’s assets, the proportion of share ownership by the management and: the:

dividend trend of the industry the firm belongs to, through the adoption of: more efﬁment models+
and estimation  methods, - so that he was able to make them less obv1ous than more relevant-

factors, though he wove all these factors into ‘his models. - . . :
Another peculiarity of the Feldstein methods is the introduction and subsequent Ainclusion:

in the formula of several novel ideas such as the permanent trend level of dividends many

firms try to attain and the hypothetical existence of typical shareholders constituting: :the

majority, as to the former of which Lintner, though recognizing the necessity of its adoption failed .

in his efforts to materialige at Jeast in'.the explicit form.
. Regarding the assumption of Feldstein that even in the framework of steep progressiveness

in income tax there must actually be a certain groups of income earners who are subject to the
standard rates of income tax, I can not think it altogether 1nvu1nerab1e msplte of 'the: apparent

llmltatlon of application in the rapidly changmg economic. circumstances:: -

~ 8o even with these drawbacks, Feldstein’s efforts should be rightly. apprec1ated especmlly m“»f, .
the»hght of exploratory nature in this fleld as well as of his partial success in the venture:to. ‘

compare the efficiency of several estimation methods. - -
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' .On Wicksell’s Theory‘ of Tax Incidence (I)-

.

,,,,,,,,,, SR by Yasusht Iino .

Wicksell’s theory of tax incidence in Zm‘ Lehre von der Steuermmdenz is summarized as

-follows

1. Wicksell's theory of tax incidence depends i largely on 'his 'capital'theory, which is almost

~the ' same theory as in his earlier book “ Uber Wert “Kapital und Rente” "and which is derlved .
~from Bohm-Bawerk’s capltal theory. . :

2. He 1nvest1gated the sacrlﬁces of tax-payers at the time when the taxes on income or

~prod11ct10n were 1mposed That investigation was done in the way of general equlllbrlum and
-of comparative stafics. :

'3, His 1deas are nowadays used to mvestlgate tax mcldence, for example one of the most

-important conoeptlons of our days which was entitled “ the d@ﬂerentml taw incidence” by R. A.
fMusgrave had been hitted upon by him.,
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