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A Study on Theory of Social Policy
by Ryuji Komatsu

In recent years, both Social Policy and problems co‘n_cerning'Social Policy have been gatheri’ng
more and more interest This tendency is likely to be influenced by the present situation where
problems of pollutlon, social welfare, regaining true humanlty and so on have come dlstmctwely
to be realized almost in contrast with the former policy of economic growth. .

A theoretlcal study of Social Policy, however, has not only been so actively promoted but is
almost in its pauge, $0 to say. Seeing just after the World War II alone despite mueh argument
repeatedly tried against Theory of Social Policy, it only ended in one-way argument without
dialogue nor communication, fhe result of which has thrown influence on the present situation.

Alstudy on labor problems was in our country developed mainly as Theory of Social Policy.
But after 1930’ world-widely and after the World War II in Japan, together with Theory of
Labor Economics and of Labor Market, there came to be seen an argument almost denying the
role of Theory of Social Policy concerning a study of labor problems.

The writer, however, thinks that the role of a study Qf labor problems.from the point of
view of Theory of Social Poli(_:y is still meaningful; and that, judging from the stand-point of re-
gaining true humanity, the methodological significance is even increasing, Here, I have decided
to look back and make a further study on the way Theory of Social Policy should be at
present, together with its significance. And one step is thls thesis.

A General Equlhbrlum Model of the Labour Market

——~—Wag‘es and Empioyment among Industrles and Occupatlons————
- o by Yasuhiko Toriz -

1. The prégent paper is studying a geheral equilibrium model of labour market with purely
neoclagsical agsumption, The labour market, cgpecially. in the developed countries, tends to be
regarded as the social and institutional system on which the neoclassical approach can hardly be
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applied. .
Ifor example, the diﬁ’erelltiation of wages among industries andfor occupations have traditionally:
been explained by the institutional assumptions such as the ihéompetitive labour market theory..
The preésent study is challenging the problem of wage differentials with purelyj neoclassical scherhe,.
and has succeeded in describing them with detailed classification of industries and occupations.

2. The hlodél i"nchides-the labour demand scheme of _ seven-industries; (1)agriculture and forestry,.
(2) mining, (3) construction, (4) manufacturing, (5) wholesale and retail, (6) finance, insurance and:
real estate, (7} communication, transportation, electricity, gas and water supply. - (Service industry
and gdvernment sector have been tentatively ommitted because of the poor availability of data.):
Fach industry is assumed to have a specific production function and to miriimize the cost equation-
under the restraint of the production function: Each production function carries different types:
~ of labour inputs classified by crafts; such as (1) professional and clerical work’ers, (2) sales and:

service workers, (3) agricultural and forestry workers, (4) miners and related workers, (5)-
» t.l,'ahsportation and communication' workers, (6) skilled, semi-skilled and ordinary workers, so that‘.
_the cost minimizing process of each industry gives the labour demand function for each type of
occupations and crafts, for e¢ach mdustry

3. Each production function is specified by Cobb- Douglas type, so that it gives the complicated!
non-linear form of labour demand functions. This raises the estimation problems of non-linear-
models. We have got the breakthrough not by degenerating the model to a simplified Hnear
form, but by estlmatmg' the original non—lmear form with computer techmques of a kind of

pattern search method.

4. The model ineludes two f’gfoups of labour force who supplies labour to the six different: -

types of accupations listed above. Kach group is assumed to maximize the utility . function under-

the budget constraint to allocate the total hours among leisure and working hours’ in each-

occupation. The utility maximizing process gives six different labbur supply functions. In order:

to characterize the labour supply curve with more precise and autonomous parameterg, we have-

"

introduced the term of maximum labour supply hours.

5. Labour supply functions are of more complicated non-linear form because the utility-

functions are of non-linear form of the-Stone type. Thus, our labour market model is composed of

the six simultaneous non-linear equations, each of which is equatmg the labour demand functlon.
and the labour supply function for the respective type of occupatlon. As has been stated.

above, the simultaneous equations are of very complicated non-linear form. To solve them and.

to get equilibrium wage rates for six occupations are far from possible solution if we try' with:

ordinary way of calculus.© We have introduced a specific computer techniques to solve them. * The:

techniques is a sort of steepest ascent method namely, KEO Pattern Search Method.
6. The estimated labour market models are shown below.

(1) Estimated labour demand functions.
‘A agriculture and forestry
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2 (sales and )

service workers,

“ ’ 7(2) Estimated labour supply functlons
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7. Another effort has been made in the present study. The data, in the suitable form for
our model, are not available. Almost part of our data base was to be interpolated and estimated
by ourselves. The detailed procedures are ommitted in this resume.
8. Finally we have the total operation of our model. The result of the test is shown

below as Table-1, The estirfxated wage rates may be said to be of high precision, compared with

the obser\ied ones.

Table 1 Estimated Wage Rates -
(yen/hout)

Transportation Skilled, scmi-
and communication skilled and -
workers ordinary workers

Professional and | Sales and service | Agricultural and Miners and -
classical workers workers | forestry workers | related workers

observed lestimated jobserved lestimated lobserved lestimated Jobserved lestimated jobserved lestimated jobserved gstimated

1964 | 133 134 103 103| 102| 114| 149 151| 200| 2027 135 . 136
1965 | 146 154 1. 110 | 121 122 1231 171 152 | 209 187 | 162| 150
1966 | 159 | 157 | 117 120 | 141 43| 181 217 | 231 248 | 179 . 197
1967 | 178.| 180 | 129 132 173| 164| 181 188 | 254 255 | 195| 191
1968 | 211 214 | 161 161 | 172} 173 | 228| 206 | 300| 288| 235 220
1969 241| 234| 178 176 | 185 186 | 276 281 | 347} 363 | 263 276

1970 291 - 201 228 228 I 191 183 332 324 411 404 312 310

1971 345 347 266 266 191 181 374 355 449 454 352 347
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