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1945 1947 1948 1949 1950
1. Lifo Cost i« k Z#IE&ED (FiEn10% 721314) $35,0000 $41,0000 $56,000 $47, $53, 000
2. EREKIT X 5 YRR ‘ 50,000 75,0000 52,8000 50,000, 40,700
3. ERAERT X 5 BSRIAD 40,0000 62,500, 66,000 60,000 37,000
4. SEAEREEE (2+-3) 125 120 80 83,33 . 1149
5 Sk (AXBIEDS5) 125 150 120 100 110
6. FLUSHHC kB ESEIRE (2+-5) 40,0000 50,000 44,000 50,000 37,000
7. FEEEMMNC X AEIEMED CRIEDS) 35,0000 40,000 50,000, 44,0000 50,000

mmEHRE
8. HLUE[HIC & B IRENEEE (6—7) 4,000 10,000 6, 000
9. ERMMC X 2 MEIEEE (8X5) 5,0000 15,000 6, 000
10. Lifo Cost 1o X % #LRMEN (14-9) 841,000  $55, 000 $53, 000
WHEFE

11 AT X 5 IRERAE (7—-6) 6,000 13, 000)

12. WEBAE (TREEOHEMTXIET 5)
A. 1949 6, 00
B. 1947 . 6, 000 4, 000
©. 1946 3,000
13, TEEEMMIC L 5 HERAEE
A. 1949 (12A x194905) 6, 000
B. 1947 (12B x194705) 9, 000 6, 000
C. 1946 (12¢ x 19460>5) 3,750
D. FERAE (13A +13B-+13¢) 9, 000 15, 750
14. Lifo Cost &= k. % #iK#EI(1-13D) $47, 000 $37, 250

1949520> $3, 000, 1947420 $4,000 (19484 D534 bk 2 B, 19454EHAMS o> $3,000 (fili § HEIE(HiIED
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194948 oo veenee $5, 000 1.00=$3, 000
19474F o vereeen $4,000x 1.50= 6, 000
194648 - vieneee $3,000x1.25=_3, 750
$15, 750

$53, 000 —$15, 750==$37, 250+ -+ec----- 19504885k > Lifo FH4E

LOREEH L4 0EHE HROR<LBHEH L EOWVE R LEGHSVER S 00 QPe:0° EORERKEVOW
CREEHOLITHOKOLLE DY MPEe° B RESNIR<EINREEP 02 CERHHEO N —NOH
k&ﬁ%?aoﬁﬁmaﬁﬁu S\ SEEEY EE RO e e BmE I A X — N 2R QA -NR
K%A%m&%ﬁm?&%aoﬁ®ao7}9ﬁm%®ﬂ&uxvmem:@y;17®%AW%bgnf%n®?
0% MEEHBE LK KN ERON-0Q L g0’ REEMSIFEELE L0 N X~ NUWUIE
B ORI O Fl 0 4 ) -0 VB4 01 g R 0B 207 SRS R0 R QEE R 00 QL 0w
0% NP BEEEHUR- O REEQEEIETH WS 0RE Y BE NG (ROERAGEELR o) B
ﬁﬁ@é%%go@y;lzébfﬁﬁﬁi%ﬁmﬁa:&§7 21048500 FHIEH VB LA o SR &I VO REEQ
RO UEESRPOL” HECEWENM VKR 020~ 5 iEK) ufﬂﬁ@f@b\ﬁﬁﬁf@ao EE i v
o MU HO R REsERW 8" AEEEM ¢ %ﬁﬁ@ﬁﬁﬁ%ﬁsna@f®5o\bﬁﬁﬁﬁe
OPEREHORESCEEY ] 008 — N iRm0 A RN ) aB S0 80n° AN SRR
REFEVOWVEIIHIK LS o 187 KIZE” THE” HoBU K. KO REEHR L KT RS BUEREYE
f AN~ NI WHREERLEED BER ISP SEDRKESCHFORMIN DY 50° GIR) BV OEE

— 46 —



H0EEE QA Y — N RSN U R EERVET 00 u8” DGRM I 0o’ BRI RSN ~NE
A QEY VBN m OREEHNBINERS e
S0 HF Q FEg) WYEEE) D | 28 fbafd 5,0 GRED

(HK) Nad, op. cit, p. 270—1
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D. R. Anderson, Practical Controllership, 1949.
Holmes and Meier, Intermediate Accounting, 1949.
C. FE. W&Bwﬁ, Differences in Net Income for Accounting and Federal Income Taxes, 1949.

J. E. Walter, H\mwﬁ? First-Out. (Accounting Review, Jan. 1950.)
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Map of Birmingham and the Black Country
showing chief industrial towns and villages
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RESUME
To Raise the Face-Value of the Shares

As a result of the inflation, all prices in Japan have risen gradually. Some
have risen hundredfold and others threchundredfold. But the face-value of the
shares remains unchanged. The value is usually 50 yen (13.8 cent at the official
dollar conversion rate) and sometimes it is 20 yen (5.5 cent). Even the market
prices of these shares do not reach one dollar except in five or six cases.

As a matter of convenience, transactions are carried on by the one hundred
share unit. But to raise a capital by means of such small value shares makes
the number of the shareholders enormously numerous. For instance, The Tokyo
Electric Power Co., Inc. has about 160,000 shareholders. The Japan Electric Ge-
neration and Transmission Co., Ltd. about 150,000 and Kansai Electric Power
Co., Inc. about 140,000. Cotton spinning companies, paper manufacturing com-
panies and banks have each several ten thousand shareholders. Consequently,
the expenses for the issue of share certificates, attempt to increase the capital
and of calling the generalmeeting of the shareholders are enormous. Moreover,
unnecessary extra procedures have to be gone through. Further, in March, 1951,
the group of the investors who own less than one hundred share those face-value
amounts to 5,000 yen (13.8 dollar), contributed only 2.61 ¢, of the total capital,
but numbered 1,428,923 shareholders, with 52,225,707 shares. This is much to be
deplored because it hinders the efficient working of the capital and the rationa-
lization of management. The writer of this article advocates to raise the face-
value of the shares at least to 5,000 yen.

The chapters of this article treat:-.----

1. The present face-values of the shares.

2. Pro and con of the attempt to raise the face-value.

3. Rights of the shareholders representing small number of shares; necessity
to raise the face value as a measure to.prevent the enormous increase of
share certificate expenses.

4. To what extent should the face-value be raised?

5. 5,000 yen opinion.

6. Measures to be taken through the revised Commercial Code and the Appli-
cation Act of the revised Commercial Code.

7. The present constitution of the shareholders in Japan and the necessity of
adjustment of the odd lots of shares.

8. Answers to the quetions about the 5,000 yen face-values opinion.

Yasutaro Hirai
Professor of Business Administration,
Kobe University



Inventory Valuation in the Tax Law

By virtue of *“Shoup Mission’s recommendations,” great progress has been
made in the tax regulations concerning inventory valuation. The main points
are as follows,

(1) In so far as bases of valuation are concerned, the selective use of the
following bases was recognized, (a) cost (b) market (¢) cost or market, which-
ever is lower. Cost is to be determined by one of the following methods, (a)
specific-invoice (b) Fifo (c) Lifo (d) weighted average (e) moving average
(f) simple average (g) price of last purchase (h) goss profit method.

(2) A taxpayer shall not be permitted to change his method of inventory
accounting without the permission of the Government, once he has made his
election.

(3) The practice of allowing the valuation of inventories less than “cost or
market, whichever is lower,” was abolished.

The author of this article believes it necessary that the Lifo method should be
extensively adopted in Japan where the financial standing of business concerns
is unsound and price fluctuations enormous. But unfortunately, the adoption of
this method was few in cases. One of the principal reasons which made many
taxpayers refrain from adopting Lifo, is attributable to the provision that the
use of Lifo is not authorized unless the taxpayer recomputes the opening
inventories, on the “price of last purchase or market, whichever is lower”
method, on the first day of the accounting period which ends first after March
31, 1950. To wvalue at the price of last purchase is not the valuation at cost,
but rather akin to the valuation at market.

For the development of Lifo in Japan, American long experience concerning
Lifo shoule be learnt. In the U. S. A, Lifo adaptation of retail method and
dollar value method were recognized for tax pupose. They mean the broadening
of the inventory categories or pools into which Lifo inventories could be grouped.
In the U. S. A, the Internal Revenue Code reguires that inventories valued at
Lifo be carried at cost rather than at the lower of cost or market, but in
Japan, the lower-of-cost-or-market convention can be used in conjunction with
Lifo. However, in the case of goods which have been written down below cost
at the close of a period, such reduced amount is not considered the cost in the
subsequent period, i. e., it should be recovered to its former level in the subse-
gent period. The recognition of the use of the lower-of-cost-or-market conven-
tion in conjunction with Lifo, the author thinks, is reasonable, inasmuch as the
taxpayer who is on a non-Lifo basis is permitted to reduce his inventories if
market is Jower. When the reduced amount is considered the cost for subse-
quent accounting purposes, taxpayers using Lifo would be able to reduce their
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taxable income in periods of falling prices, but they would not be required to
include in taxable income profits resulting from higher valuations placed on that
inventory when prices recover. But in Japan as the writing up to the former
level is required, an unfair discrimination in favor of taxpayers on Lifo and
against those on non-Lifo methods, may be avoided. In this way, Lifo is con-
sidered to be the method which makes it possible to maintain the inventories
(if base inventories are seldom or never liquidated to a major degree) at the
same price level as the year in which Lifo is adopted.
Susumu Watanabe
Professor of Accounting
Staff Member of the Research Institute,
Kobe University

Land Use Competition and
the Construction of the Industrial Districts
------ The cases of Tokyo, Osaka and Nagoya ------

Practically it is difficult to select the plant location by the general theory that
determines the most favorable location. Acfually, the marginal adaptability of
the location to the requirements is of more importance to the plant.

The evaluation of the latter starts chiefly with the investigation of the loc-
ational patterns for each industry. But it can not necessarily be characterized
by the type, as each industrial firm is managed by many different requirements.

To begin with the spatialneés of location gives rise to the land use comptition.
Consequently, the location of a certain plant is relatively limited by the location
of other plants. It is necessary, therefore, to carry on the research of the
construction of the industrial districts as well as the investigation of the indus-
tries.

This article is the regional research, as above defined, of the urban districts
of Tokyo, Osaka, Nagoya, and also of the metropolitan area, the Hanshin dist-
rict, including the suburbs.

Firstly, about half of all the industrial laborers in all the urban districts are
engaged in the metal and engineering industries, while, in the coastal regions of
the districts, 70 to 809 of the laborers are employed in these industries. A greater
portion of the chemical and textile industries are located in the hinter portion
of the districts.

Secondly, the plants engaged in the earlier stage of processing of fhe metal
and engineering industries, are located in the coastal regions, and these engaged
in the later stage of processing are found relatively in the inner regions. In the
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textile industry, there are few plants for spinning and weaving in these great
cities. The works mostly carried on in the large cities are dyeing processing,
finishing, knitting, sewing, or dress-making. In the chemical industry, there are
relatively more plants for consumer-goods.

Thirdly, the locational patterns of the suburban districts are characterized by
the plants engaged in the intermediate processing of the metal and engineering
industries. Consequently, the first and the last processings of the industries are
to be found in the urban industrial districts.

Minoru Beika
Assist. Professor of Plant Location
Staff Member of the Research Institute,
Kobe University

A Study of G. C. Allen’s The Industrial Development
of Birmingham and the Black Country 1860-1927

This article aims to elucidate three problems: fist, to examine the method
by which Dr. Allen described the industrial development of Birmingham and
the Black Country from 1860 to 1927 ; second, to summarize the industrial
development of Birmingham and the Black Country from 1860 to 1927 which
was described by the above method ; and, third, to find some themes of
Business Economics or Business History with a view of the fact that the
author had studied under W. J. Ashley, a renowned economic historian and
business economist.

In 1925, <A Birmingham Firm” put at the disposal of the University of
Birmingham a sum of money with the request that the University should unde-
rtake a survey of the industrial development of Birmingham and the District
during the last half century. The main lines of the proposed inqiry were defined
as an examination of the nature of the leading industries, their relative position,
the scale of operations, the methods of organization and the distribution of the
labour force.  The endowment enabled the University to appoint a Research
Fellow in Industrial History. Dr. Allen was elected to the Fellowship.

Such genesis of this book would seem to regulate the scope of this survey to
some extent. But there were many problems to be examined. The first problem
to be solved was that of the demarcation of the area within which the inquiry
was to be confined. Dr. Allen considered that the area should be regarded as
a unit solely from an industrial point of view, and that the characteristics
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which separated it from the neighbouring districts should be found in economic
side rather than in physical or administrative side. Thus, besides the City of
Birmingham and that part of South Staffordshire and of North Worcestershire
which is known as the Black Country, certain towns and villages, though isolated
geographically, were included in the area on account of their economic character.
As might be expected, the boundary of a district which is esentially industrial
should have changed profoundly- between 1860 and 1927. Yet, no marked devi-
ations from the boundary line have occurred, except that the City of Coventry,
from such consideration, was not held to form part of the area until the eithties.

The second problem to be solved was that of the precise point of departure
in this investigation. Dr. Allen decided it at 1860 for two reasons. Firstly, the
sixties witnessed the culmination of the first portion of the industrial develop-
ment of the nineteenth centry. Secondly, becsuse “ The Resources, Products and
Industrial History of Birminham and the Midland Hardware District” by S.
Timmns had already provided us with a more comprehensive and accurate
conception of the character of the area during the sixties than of any subsequent
or preceding date.

The third problem to be solved was what side of industrial development
should be treated in this survey. Dr. Allen tried to study the industrial deve-
lopment from two standpoints. The first was to examine a history of changes
that occurred sine 1860 in the type of the industry conducted in the area. The
second was to examine a history of certain aspects of industrial organization
within the area.

But Dr. Allen did not cover all the problems which might have been treated
from such standpoints. He writes, “the multiplicity of the district’s trades has
made it impossible for me to describe any one of them in great detail; while
certain minor manufactures have necessarily been ignored.” And again, “some
important aspects of industrial organization, moreover, have been passed over,
or have not received the attention which they merit, and which they could claim
in a specialized study.” On this point T. S. Ashton says “ more discussion might
have been given to trade unionism in an area it developed distinctive characte-
ristics, and some reference might well have been made it to the growth of
organized marketing in Birmingham.” (The Economic Journal, June, 1930).

Now we must examine what problmes of industrial development were especial-
ly emphasized by Dr. Allen. About the problem of the changes which occurred
in the type of industry the following review by A. B. Rodger seems quite
pertinent. He wirtes, “In general, Dr. Allen’s book is a study in what has
been termed economic resiency-.-that is, the ability of an industry to recove
from any series of shocks and disturbances which it may experience.” (The
Economic History Review. Jan., 1931) As to the problem of the changes which
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occurred in the methods of industrial organization we must mind that Dr. Allen,in
order to discover and account for the stages in the industrial growth of the area,
divided the main stages of industrial organization into factor and factory stages
according to the degree of financial dependence on a merchant intermediary,
and again subdivided factor and factory stages respectively into tow systems
according to the distinctions of their internal organization. And this will show
that Dr. Allen took an interest in the problem of internal organization.
A. Factor Stage:
(a) Domestic System Proper.
(b) Shop-Owner System.
B. Factory Stage:
(a) Subcontracting System.
(b) System of Centralized Control.

Tadakatsu Inoue
Assistant in Bussiness Hislory Seclion,
Kobe University



Principles of Industrial Structure
under Controlled Economy

(1) The Structure of National Economy.

The national structure of Economic Life is supported by two main pillars. The
first is “the national structure of wants ” and the second is “ the national structure
of industries ” or “industrial structure ”. The latter, the industrial structure, in our
capitalist system, is automatically constructed from the lower strata by individual
enterprises, and this construction is piled up to completion through several hier-
archic layers. At the lowest layer, ¢Individual Enterprises” are consciously
organized by private enterprisers, who manage the enterprise with profit-making
intention. At the middle layer, all the enterprises, which produce the same kind
of commodity, form a particular Industrial Branch”, or *Production Branch”.
For instance, the textile industry, the metal industry, etc. At the higher layer
all the industrial branches in the national economy are united vertically and
horizontally as the “ Industrial System of the Nation.” Finally, at the highest layer
of the construction of the national economy, this national structure of industries
and the national structure of wants are organized as a complete organization
of the National Economy.

(2) The Structure of the Industrial Branch.

(Fundamental Problem of the Economics of Industry)

Under the present capitalist system, the structure of diversified Industrial
Branches occuppies the middle layer in the national structure of Industries. On the
one side, each industrial branch is composed of all the enterprises which produce
the same kind of commodity, and on the other, all industrial branches together
constitute the Industrial System of the Nation. *Business Economics” studies
mainly how each individual enterprise is organized and managed, but the chief
problem of *the Economics of Industry” is to investigate what economic laws
govern the construction of each industrial branch out of its composing enterprises,
and further what laws regulate the organizing process of the national system

CAPITALIST SYSTEM OF NATIONAL ECONOMY

National Structure of Wants National Structure of Industries
(System of Cosumption) (8ystem of Production)

1. Industrial System of the Nation
| (National System of all Industrial Branches)

Private Public
Houshold Finance 2. Industrial Branch .
(Including all enterprises of same kind)

3. Business Enterprise
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of all industrial branches. Neverthless, under the system of capitalism, this
national system of Industrial Branches and the construction of each Industrial
Branch are realized automatically through the organization of each Enterprise
by private enterprisers. Therefore, the theories of the Economics of Industry. of
to-day must be explained through the economic laws, which regulate the procss
how individual business enterprise is organized and managed.

(8) Principle of Controlled Economy by Price-formation.

The economic laws which govern the organization of the private enterprise
may be divided into 3 Types, according to the principles of price-formation.

Ist Type: Principle of Single Price. (Fig. 1)

When the State, as an agent of economic control, wants to fix the official price
in order to control the automatic construction of the National Economy, it can
utilize the principle of the free competition price. The characteristic feature of
this principle is the one price only for one commodity in the same market, if
free competition is in force. This law of one price for one commodity means:

(a) One same price for all producers of the same kind of commodity.

(b) One same price for all consumers of the same kind of commodity.

(¢) The producer’s index-price is equal to his selling price (PM).

(d) The consumer’s index-price is equal to his buying price (PM).

(e) The producer’s index-price is equal to consumer’s index-price (PM). Here
the producer’s index-price is the official price fixed by the state, according
to which every producer of that kind of commodity determines the amounts
of his output. And the consumer’s index-price is the official price fixed by
the state, which each consumer regards as the index for his determinating
the amount of consumption. When the state officially fixes the price for a
particular kind of commodity to satisfy these condititions for the principle of
single price, the effects are follows:

(1) Subjective conditions for the producer. All enterprises that produce
the same kind of commodity can be said to belong to that same particular
“industrial branch”. When the State fixes the official index-price for production,
each enterprise has to determine its amount of output for OM, so that the
marginal cost PM (including normal profit) may equal to the producer’s index-
price PM, if maximum profit is desired to be realized. For producers, the
official selling- price PM and the index-price PM are equal to their marginal
cost PM, and their average cost curve AC is lower than the marginal cost
curve MC, after the intersection of the both curves, (when competion is
nonperfect) then all producers can gain Producer’s Surplus Profit KLSP, the
difference between the marginal cost PM and the average cost SM. As the
average cost is not always same for every enterprise, and the marginal cost
is always same for every enterprise, each enterprise gains as Differential
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Surplus Profit the difference of the average cost of each enterprise. -

(2) Subjective conditions for consumer. The index-price, buying price for
consumers and producer’s price are all equal. All consumers, therefore,
determine their amount of consumption for this kind of commodity in such
a manner as their marginal utilities equal to this consumer’s index-price,
and they buy all the commodities at the buying price, which are the same
as the index price. Therefore, all consumers gain the difference between
their average utility curve and their marginal utility curve as normal
Consumer’s Surplus, because the average utility curve is always higher than
the marginal utility curve.

(3) Objective conditions. The aggregate of the demands for a particular
kind of commodity from all the consumers at this official price is equal to
the aggregate of the supplies from all the producers in this particular
industrial branch at this same official price. The amount of output of each
enterprise is determined by the law of “the marginal cost is equal to the
index-price ” or at the *“most profitable grade of production”, and the whole
amount of the supplies of that particular kind of commodity or the whole
amount of output of that particular industrial branch is thus determined, as
marginal costs of all enterprises are equilibrated throughout this particular
industrial branch. (Law of equi-marginal cost) Because the marginal cost of
all enterprises in this particular industrial branch are equal to the index-
price, and therefore are equal with one another.

2nd Type: Principle of Double Price. (Fig. L)

(a) Producer’s selling price SM is equal to his individual average cost,
which is lower than the producer’s index-price PM.

(b) Consumer’s buying price (his index price) is equal to producer’s
index price (PM). The characteristics of the 2nd Type are, on the one
hand, Every producer determines his amount of output for OM, so that his
marginal cost MC is equal to producer’s index price KP. But as all producers
sell at their own average cost SM, they gain no surplus profit over and
above the normal profit, which the state permits to them at the normal
rate as included in the marginal cost. On the other hand, all consumers
determine their amount of consumption so that heir marginal utility is equal
to the consumer’s index price and buy this amount at the official buying
price(consumer’s index price). Therefore they gain only normal consumers
surplus, just as in the 1st Type. As the selling price SM of producers to
the State is lower than the buying price PM of consumers from the State,
the State gains this difference of both prices as State Profit KLSP.

38rd Type : Principle of Cost-compensation for Industrial Branch. (Figll)

(a) Producer’s selling price is equal to his individual average cost.
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(b) Consumer’s buying price RN (index price) is equal to leveled
producer’s selling prices of all producers.

The characteristics of the 3rd Type are:

The State buys this kind of commodity from all producers at their
individual average cost and sells them to consumers at the buying price,
calculated by leveling the whole selling prices of all producers RN.

The aggregate amount (ON) of demands, which all consumers decide to
buy at this buying price RN (index pﬁce), must be equal to the agg-
regate amount (ON) of supplies, which all the enterprises in this industrial
branch are compelled to sell at their selling price (individual average cost).
At the same time the producer’s index price must be such as the aggregate
demands (ON) which all consumers buy at their buying price RN (leveled
of all average cost) must be equal to the aggregate supplies (ON) when all
enterprises have to produce so as to make their marginal cost equal to
their index-price RN.

Social demand curve DD’ represents the aggregate demands of all cons-
umers at each index price. The social leveled average cost curve AC re-
presents the price which is calculated by leveling the aggregate of the
individual average cost of all enterprises. From the Point R, where DD’
intersects AC, we draw a perpendicular upon the axis OX. They intersect at
N. The State fixes official buying price (and index-price) for all consumers
as RN. Erect NR and it intersects the social marginal cost curve MC at Q.
Then QN is the producer’s index price. The aggregate supply ON at
the producer’s index price QN is equal to the aggregate demand ON at
consumer’s index price RN. As all the producers sell Their output at their
individual average costs, they gain no surplus profit but the normal profit
included in their average cost. And the whole sum of selling prices which
the State pays to all the producers is equal to the whole sum of buying
price which the State receives from all the consumers, and the State gains
no surplus value. On the other hand, the consumers can consume more
amount by MN than in the Ist and 2nd Types, and get Additional Consumer’s
Surplus by KTRP.

(4) Conclusion.

In the 1Ist Type: Every producer gains the Producer’s Surplus Profit which is
the difference between his own individual average cost and the same marginal
cost for this industrial branch. Every consumer gets only his individual “ normal
Consumer’s Surplus ”, which is the difference between his average utility and

marginal utility. The State gains no surplus value,
In the 2nd Type: Every producer .sells at his individual average cost, and
gains no surplus profit at all. Every consumer gets only his normal Consumer’s
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Surplus as in the Ist Type. But the Stite gains the difference of producer’s
selling price and consumers buying: price as State Profit, which belonged to the
producers as producer’s surplus profit in -the 1st Type.

In the 3rd Type; The consumers buy more amount of commodity than in the
1st and 2nd Types and gain Additional Consumer’s Surplus, which would belong
to producers in the Ist Type and to the State in the 2nd Type. All producers gain
no surplus profit but normal profits as in the 2nd Type and the State gets also
no surplus gain as in the 1st Type. Therefpre, the 3rd Type can be characte-
rized as the Principle of “Cost Compensation” for the industrial branch as well
as for each enterprise. Here arises a question, how is it possible for the State to
attract all producers to sell their output at their own average cost as in the 2nd
and 3rd Types. Suppose the State offers the producer’s selling price, which is
equal to the average cost and is lower than the marginal cost, then producers
will determine their amount of output so as their marginal cost equals to this
selling price, instead of their average cost equals to the selling price, if the
producers are permitted to determine their amount of output freely. For this
reason, in the 2nd and 3rd Types, the State must compulsorily give order to all
the enterprises to produce such an amount and also as to the prices they must
offer. This is possible only when the State orders enterprises, on the one hand to
produce such an amount at which their marginal cost is equal to same indx-price
which the State fixes equally for all enterprises, and then the State orders all
the enterprises to sell their outputs at their individual average cost. Such a
compulsory measure is possible only when the State has the position of Demand
Monopoly, and the number. of enterprises is very few. Moreover it is necessary
that the State can easily calculate the marginal cost and average cost of -every
enterprise.

Finally we must answer why we insist that this 3rd Type is the representative
Type of Controlled or Planned Economy. The aim of a controlled economy is to
exclude the surplus profit of each enterprise and to realize the principle of cost
compensation. The popuiar opinion is that: For the realization of the cost
compensation Princii)le the State must allow all producers to produce up to the
point where their average cost curve intersects the market price, and also allow
them to sell their products at that market price. In this case, as the index
price, selling price and average cost for the producer are all equal, it is clear
that the producers gain no surplus profit. But from the standpoint of national
economy, such a measure would produce loss and be irrational. Because, even
though the average cost of all enterprises is one and equal throughout this
industrial branch, the marginal costs for various enterprises, ‘at this point, are
different. It means that each enterprise has produced the marginal unit of the
output at different cost. Therefore, from the national viewpoint, we have not
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produced the marginal unit of our national products at the cheapest cost of
production. For that purpose the marginal cost of every enterprise must be made
equal throughout this industrial branch. Then the ‘State must order a definite
index price, to which all the producers have to equalize their marginal cost and
the State buy all the amount of products from the producers at their own average
cost, in order to avoid their surplus profit.

The grade of production, where marginal cost equals the price, is usually called
the “ most profitable grade of prodution ” from the standpoint of private enterprise.
But even from the viewpoint of national economy, it is also unprofitable to let
all producers go further than that point, where the marginal cost equals the
index price, or to allow them to go up to the point where the average cost
curve AC intersects the index price.

Kiyozo Miyata
Professor of Economics, Kobe University

Research on the Coefficient of Friction of Tabulating Cards

The object of this research is to determine the coefficient of friction of the
tabulating cards used for the accounting machines. Among the properties of the
cards their behaviour for the statical friction against the brass surface was
examined. Drawing two kinds of cards horizontally parallel to and perpendicular
to their fibers, coefficients of statical friction were obtained. Coefficients of statical
friction for three hundred times of drawing were also obtained. The author desires
to add such friction tests to other card testing methods as a measure to estimate
surface quality of the card.

Tatsuo Goami
Assistant Professor of Business Machinery,
Kobe University
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