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Worker's Self Control and Market System (1)

by Yoshimatsu Aonuma

In the gense thet self regulating market system had been controlin'g almost all the social -
life, 19th century society had ‘an exceedingly economic character. But the situati()n began to
change as the social disaster caused by thls _socially unregulated system was disclosed. “The’

End of Laissez-faire” was declared and the necesmty of ¢onscious control of economy has been_

emphasized.

With the decline of economie liberalism, the function of the -state which had been passive »

turned into active. Beyond just coordinating passively the opposition between social interests,

the state would aetiVely intervene the social life and adjust the econoniy’ to the gocial needs.

The socialism which is characterized -by Stalinism would apbear on the extension of these

tendencies. What Hayek criticized as it would brmg‘ about “the Road to Serfdom” was this

kind of soclahsm

Stalinism bore the Bureaucratie state which is characterized by the centralization of author-

ity. When the state takes posseSsion of the hole vsociety, there will be no room left for
individual freedom to exist. It is cOntrary to the western transition which- dlstmgulshes

between the state and civil soclety, and tries to enlarge the soclety which has been freed from

the state Civil society is a concept ‘which is in contrast with that of  bureaucracy.. Similar ~

to the latter, the former is not a spemﬁc concept of capltahsm, but it is a concept which can

be applied to other social systems.

In the ez;rly stage ofAcapitalism. civil society came into being as an immature form, which.

was commercial society. But in. the course of development of capitalism, civil society didn’t
transform itself from immaturity to maturity, and the problem of monopoly arose.

In “the New Industrlal State” the existence of eivil society has become very vague, and the

“bureaucracy in form of Technostructure came to the surface In thls kway, capitalism andk

socialism came to have the common denommator. For capltahsm to solve the troubles it’s
facing, and for socialism to grow out of Stalinism and move onward to maturity, the recon-
struction and reinforcement of civil society is necessary. ~The independent public supports this
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society. We must await their awareness, and then worker's self control will become possible.

The Patterns of the Corporate Income Tax Sys‘pem and

Their Economic Effects
by Seiji Furuta

Taxation of corporate income continves to be controversial. Some people believe that taxation
Aof the corporatioh as a separate entity is justiﬁed. Others, however, regard taxation of total
profits under the corporation tax and of\ distributed profits under the personal inéome.tax as
| ineqhitable. As Pechman in his * Federal Tax Policy’ pointed out, whether something needs to
be done depends on an evaluation of the economic issues and on the effect of the proposed
changes 6n the distribution of tax burdens, | |
From this viewpoint, this paper deals with-the patterns of the corﬁoraté income tax system.
and their Veconomic effects upon private saving and investment. The pattérns, of the system
include the separate entity, the sblit;rabe, the imputation and the full integration gystem.
Under thé separate entity system, it is easily recognized that it tends to.discourage' distribu-
‘tion of dividends relative to the other systems. The double marginal tax rate upon the distri-
‘bution imposed by the corporate and personal income taxes are computed as follov;s:
() Ye=0-)v
(2) D=d(1-t)Y., Lot
(3) R=Q-d)1-t)¥/
( 1) T=tdQ—t)Y./
(5)' The double marginal tax rate=¢,+d- ¢, ¢,
where Y. =corporate income (profit) before tax
Y.=corporate income (profit) after tax
D=dividend payed out to stockholders
R:corporate retained rincome
T¢=persoﬁal income tax liabilities

t.=corporate income tax rate
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d=propensity to distribute dividend

t;—=marginal rate of personal income tax

The separate corporate tax has been strongly criticized for the distortions it produces in the
operation of the domestic economic system. It ié'conﬁrmed in thie paper that it tends to shift
resources from hlgh to low rate-of—return uses - by placmg larger tax burdens on industries in
which the corporate form has 1mportant economic advantages It also favors debt over
equlty financing by corporations, discourages capltal-mtenswe methods of productlon, and makes

corporate stock ownership relatively less attractive to those in lower income groups.

- Under the split-rate system, following relationships are hold:f

(6) to=t,(1—d)+t,d

. ‘)
(7) tc: 1_(tr“‘td) ’

if d+ tc=i
where t,.=corporate income tax‘rate'upon retained earnings
tg,:corporate incorne tax rate upon dividend payed out to stockholders ‘
t,=combined 'rate of the ‘corporate income tax rate upon the retained earnings and
the dividend | | ’
By ulllmng‘ these relatlonshlps, so-called merits and demerlts of the split-rate system are
counted especially compared with those of the separate entity system B
Under the imputation system, all or a portlon of the individual income tax is regarded as

having been paid at the source through the corporate income tax. The imputation system

achieves the same result as the split-rate gystem does but is more likely to drscourage corporate

‘saving. This disadvantage frecjuently makes the imputation system less attractive to the firms

with the fact that it is more difficult to understand and would also comp]lcate the personal
income tax return. Under the full gross-up method the personal income tax burden can be
computed as follows ‘ . |
(8) Ti=t; {(1—t)D’+t D')—t D’
) =(t—t) D
where D= payout dividend before tax

Under the general case including the ‘half gross-up method’, the personal income tax burden

can also be calculated ag follows:
(9) (A—g)D¥*=dQ—t) Y.
- i
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(1% 1D (1—g) D*—gD*
an =g D* :‘71_
1—t¢.

-
o

where D,*——fdividend received under the gross-up rnethod
g=rate of tax credit for the d1v1dend
As Byrne and Sato pointed out in their paper (Public Finance Quarterly, July 1976), the
eﬂective rate on distributions under the imputation and the split-rate systems is the same if

{t,—ty) and g are 'equivalent;

N b (te—t) _ te—g

A2 ==, =10 ~ 1-¢
effective rate of the\ /effective rate of the
personal income tax| | personal income tax
under the split-rate] | under the imputation
system system

~The most far-reaching golution of the double taxation of corporate and personal income is obtained
by the full imtegration gystem, This gystem regards the income of corporations as belonging to
their stockholders in the year in which it is earned, regardless of whether the earnings are
distributed or not. The corporate income tax as such would be abohshed but a tax would be
retained at the corporate level as a withholding device for the personal income tax. Stockholders
would pay personal income tax on their prorated share of the earnings of corporations in which
- they -held stock and would Vreceive‘ credit for the amount of tax Withheld at the source.

Stockholders .:personal income tax burdens receiving dividénds under the full intogration sys-
tem can be calculated as follows: | '

(13) Ti=t. Y.+t Y/ LY/
=Y,

The Canadlan Royal Commlssmn on Taxation devised a new procedure that woud approx1mate
the effect of the full integration (partnershlp) method and avoid its liquidity problems. The
only difference between this procedure and the original partnershm method is that the alloca-
tion of earnings by corporations to stockholders would not be mandatory.

The corporate income tax ranks second in the Japanese national tax system desprte cantinued

“criticism. Kven if it were agreed that something needs to be done about double taxation, there
should be no easy solution. »

At the latter part of this paper, it is examined. whether alternative patterns of corporate
income taxation do impose distotional effects upon allocation of private saving and investment.
However, we do not have difinite answer what concerns these problems, v
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Development of Children’s Welfare in Japan—1908~1918—

by Ryuji Komatsu .

This thesis is centered on the development of children’s welfare in Japan. Children’s welfare

during the period from the establishment of Capitalism to Industrial Revolution seen in early

part up to middle part of Meiji era was taken up in this Mita Gakkai Zasshi in October, .

1976 and March, in 1978 issues.

This thesis is centered on the period of Kanka-kyusai-jigyo (children’s juvenile delinquency

and ocial works) seen during the period from end of Meiji to WWI. ‘Both social works in

general and children’s welfare developed at thié passing stage . from charity {a{rorks to social
works. Charity organization movement particularly showed its developfnent and the national
responsibility increased. » |
Generally speaking, however, development of social welfare was not sﬁfﬁcient. In, this
regard, we can say that chiidren’s welfare éﬁowsi the outstanding activities, particularly in the
field of juvenile delinquency and the helping of orphan children, |
This thesis discusses these characteristics and development in detail. It is after 1919 that we

see those characteristics fully developed, which is the period called the age of Social Works.

A Theory of Incentive COntré.cting : Surhmary
by Iweo Nokajima

The production procesées in our time might very yvell be chara’eterized by technological in-
terdependency. Successive proéessés, which follow immediately in time and Dlace, represent the
most typical production processes in some manufactures. It will “be noted that the final cost
and/or pérformance is subject to uncertainty involved in those processes, which entails transac-
tional failures in the operation of ma'rkets for gome goods. In sugh circumstances, economie

agents must act outside the traditional market or create market to deal with the resource
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allocafion pfoblems associated with these goods. In this nonmarket situation, one may ‘s‘uggest
the introduction of an incentive contract, which implies the selection by a buyer of a contractor
using a competitive bidding prdc:ess. In reality, an incentive 'contraét ‘posesy what is commonly
referred to as the adverse selection problem, which exists in circumstances where one of the

parties to a contract is much better informed than is the other regarding underlying conditions

germane to the production cost, and the second party cannot achieve information parity except -

at great cost. ‘
‘ J: McCall and D. Baron analyzed the effect of certain types of ‘productiou cost ihcéhtive on
the behaviour of private ﬁrmé;'bidding ‘for government contracts, But their ﬁndings'are_ba;sed
~on rather peculiar constraints irhpbsed on the behaviour of government and firms,

In this paper, we provide a generalized analysis of the efficiency aspect of aﬁ incentive - ¢on-
tract by assuming explicit.1y the possibility of adverse selection and‘incorporating an alterné.t’iv'e

constraint on the behaviour of government and firms,
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