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RESUME
The Development of the Retail Method

The dollar pooling method as an iinventory pricing method has exercised a great
innovating influence on business accounting. By the term dollar pooling methcd we
understand as embracing the retail method, retail Lifo methed and so-called dollar-
value method. These methods have in common the use of the dollar unit as a
common denominator in inventory pricing. In the retail method, items of merchan-
dise A, B, C,. .., N, in spite of their difference in quality, type, nature etc., are treated
as homogenous and fungible because these different iterns are considered alike in
terms of dollar units. $ 1 in article A is homogenous with and equivalent to $ 1 in
article B, so that articles A and B are deemed identical in that they are both part of
capital invested in inventories.

The retail Lifo method and the dollar-value method measure changes in physical
quantities of inventories on the assumption that $ 1 at base year prices equals 1 unit.
These methods use the dollar unit as a common denominator in ‘horizontal’

¢ vertical’

relations in the same sense in which the retail methcd uses it as such in
relations.

The quantity method becomes more difficult of practical application with the
increase in the variety of merchadise dealt in by the business. This difficulty,
however, has been overcome by the dollar-pooling method, whih has made inventory
accounting procedure more practical for retailers, wholesalers and manufacturers
handing a wide variety of items.

The idea of dollar pooling is useful indeed, but the question remains whether it is
possible to widen without limit the scope of an inventory pool by the application of
this idea. It is the purpose of the present article to find technical limits by a thorough
study of the respective techniques with reference to their meaning.

These three varieties of the dollar pooling method are not yet recognized in
Japanese tax law, although they are already accepted in U.S. Income Tax
Regulations. The introduction is earnestly urged of the dollar pooling methcd into
Japanese tax law which still lags behind at the stage of the quantity method.

Susumu Watanabe
Professor of Accounting
Staff Member of the Research Institute

Kobe University

Single-Industry Town in Japan
—Plant-Local Community Relations—

In our country, most industrial activities are concentrated on the few central
districts ; especially Keihin (Tokyo and Yokohama), Hanshin (Osaka and Kobe),
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and Chukyo (Nagoya), accumulate many classes of industries. Therefore, the local
industries consist of several large-sized factories of large enterprises, and of many
localized industries of small scale businesses. But recently the factories of the former
type have considerably developed, and been constructed newly on several local
regions, especially in apparatus or chemical industries.

These large factories in the local towns have various important effects on the local
communities ; those are the problems of the single-industry town. When one large
factory of a certain scale of enterprise is founded in a local town which had few or
no industries before, the economic and social activities of the factory exert not only a
considerable weight economically in the local community, but also usually produce
characteristic features in its social life.

In such a town, the concerned factory neccessarily have many types of community
relations ; the relations to the many other local small or medium sized firms, to the
local wholesalers and retailers, to the neighbouring agricultural farmers, and to the
general lives of the town residents. Accordingly, the concerned large factory in the
single-industry local town, neccessarily shall have many different special problems
from the fact that the factory found its situation in the central industrial districts,
and must be conscious of the importance of the effecets by the local policies of the
factories. Especially the factory must have good local community relations. The
good sentiment and attitude for the factory in the local community is to be one of
the important locational facters. Moreover the factory inevitably should have the
characteristic business features because of the community relation policies in the
single industry town.

In our country, the representatives of these single-industry towns are about 30 or a
little over, which have respectively about 30,000 to 60,000 population, with the
exception of a few towns having 100,000 or over.

Each core factory in the towns has about one fifth to one tenth workers of their
population, and chiefly belongs to the apparatus, chemical or mining industry.

Minoru Beika
Professor of Plant Location

Kobe University

The Nature of the Morgan Control

1. An investigation of the Pujo Committee in 1912-13 shows the concentration of
the control of banks, trust companies, railroads, and public-service and industrial
corporations in the hands of J. P. Morgan & Co. The Morgan partners and the
directors of the First National and National City banks and the Bankers Trust
Company and the Guaranty Trust Company together held 341 directorships in 112
corporations with aggregate resources or capitalization of over 22 billion dollars. Of
these 341 directorships the members of the firm of J. P. Morgan & Co. held no less
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than 72.

2. The Morgan domination over these corporations, excluding the financial
institutions, was not acquired through stock ownership. Power by the Morgan firm
arose in its financial services as an investment banker.

3. Certain occasions were particularly favorable for the acquisition of power by
the Morgan firm. Firstly, the firm established intimate relations with a corporation
when owners of a closely held corporation sought to transfer ownership to the public.
This was true when W. H. Vanderbilt asked J. P. Morgan to sell part of his holdings
of New York Central stock to the public. Secondly, the Morgan firm acquired power
when a corporation was undergoing rapid expansion. Such was the case in the
flotation of bonds of the Northern Pacific Railroad Company in 1880. Thirdly, the
banking house extended its influence in the case of a consolidation or merger. This
was true, for example, in the formation of the United States Steel Corporation in
1901. Lastly, the banker acquired power when a corporation found itself in financial
difficulties. The wholesale railroad reorganizations of 1890’s resulted in putting the
Morgan firm into an extremely strong position in a number of important railroads.

Tadakatsu Inoue
Assistant Professor of Business History
Kobe University

Sorting Function under Electronic Date Processing

In the electronic date processing system, the general pattern of processing shows
how much such systems are depend upon the function to sort information. Because
sorting is a basic operation for all commercial applications of a computer. The
method of sorting may be relatively inflexible, compared to the method of perform-
ing other clerical operation. Since sorting is of a high volume operation, and since
the method is not likely to be changed radically, it is important to reduce processing
costs with a electronic processing machine. In a punched card sorter, the cards
themselves are physically moved to the various pockets. In a electronic computer.
there is nothing that corresponds to the punched card: the information is read from
one magnetic tape and deposited on another magnetic tape.

There are a number of methods of performing the sorting operation when using
electronic processing machines and tape units. Some of these are similar to the
method used by punched card equipment : looking at one digit at a time and sending
the complete number to one of the tapes, depending on the value of the digit. At
present, however, the most popular sorting method for electronic machines uses the
merging or comparison principle, and this method provides an efficacious general
sorting function.

Hideo Kitani
Engineer of Business Machinery
Kobe University



Social Accounting and the Business Enterprise Sector

It is apparent that we must distinguish the economic accounting for the business
sector from the private acounting, as the former is of different dimension from that
of the latter. First:as for the accounting for the business sector——the concrete from
of ¢ geselschaftliches Gesamtkapital >——, it will be possible to estimate not only the
flow of aggregate notional capital but the industrial structure of one economy, which
is composed of every ‘einzelnes Kapital’. But, the private accounting, will only
measure the flow of ‘einzelnes Kapital . Second : just like the social accounting in
general, in the economic accounting for the business sector, we must measure the
economic values (i. e. added value, real capital formation, etc), and in doing so, we
are free from some ristrictions which condition the private accounting. On the other
hand, based on the many postulates, the private accounting relies on the institutional
——sometimes unreasonable——conditions.

This paper observes and criticizes how Mr. F. S. Bray’s theory and opinions as
shown in his recent works deal with the difference of the social accounting approach
for the business sector from the private accounsing.

Nobuko Nose
Assistant Professor of Accounting

Kobe University

On Price-Level Adjustments

The costs charged against revenues under the conventional method of measuring
business income are incorrect, if not entirely misleading, during periods of changing
price levels. Under such circumstances, therefore, costs of fixed assets and inventories
should be adjusted so that appropriate costs may be charged against revenues in any
period.

In this paper, the writer intended to study which of the two methods on the
adjustment of costs, i. €. generél price index method (purchasing power cost method)
and special price index method (current cost method), is the more correct from the
standpoint of business income determination.

The main argument of advocates of the former is based on the insistence that the
method carries out the objective implicit in the cost approach——matching revenues
with applicable costs incurred properly measured. This argument, however, is not
necessarily proper, since the use of original cost has essentially been justified only by
the fact that the results are substantidlly the same as those that would be secured by
the use of current costs——current replacement costs. Thus we must approach to this
matter from another point of view. And then, we think that the latter is preferable
to the former for reasons as follows : the present undertakings are of course the going
concern which has obtained the capital for the purpos of carring on a particular type
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of business, and, so far as that is assumed, real costs to the particular going concern
should be current replacement costs ; if the prime objective of accounting is to relate
revenues to costs on the same time-dimension, the only correct costs chargeable
against reevnues in any period is current cost in that period, because, insofar as there
is any relationship between selling prices { =current revenue) and costs, it is between
selling prices and current costs : and the current cost method is the more useful from
the view-point of consistency principle, since practically all other items of revenue
and cost are automatically valued on the basis of average prices for their respective
components for the year covered by an income statement.

Hisao Kamimura
Research Assistant in Accounting Section,

Kobe University
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