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() A. Cotter, United States Steel, 1921, p. 62.
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RESUME

Allocation of Inventory Costs and Factors of -Inventoriable Costs

In view of its important influence on periodic income, reasonable methods of
allocating inventory costs must be investigated so as to properly determine periodic
income. By ‘reasonable methods of allocating inventory costs’ we mean those
which, generally speaking, must fulfil the following requirements :

(1) The total of the cost of goods sold and the cost of inventory on hand
must be equal to the total of the cost of beginning inventory and the cost of goods
received during the current period.

(2) Such methods must attain the same result in allocating inventory costs
whether they are first applied to determine the cost of goods sold or to determine
the cost of the inventory on hand.

(3) The assumptions as to the flow of cost factors underlying such methods
must have theoretical bases to support them.

(4) The first-in, first-out method, the weighted average method and the last-
in, first-out method are all ones which satisfy the foregoing three requirements.

A proper determination of periodic income, however, cannot be achieved merely
by a proper allocation of inventory costs, since an impoper treatment of inven-
toriable costs would render such determination impossible even if the allocation
procedure applied were correct. Like the allocation of inventory costs, the treatment
of inventoriable costs should aim at charging against revenue cost sacrificed to
carn such revenue. From this point of view we cannot endorse the crude view
that all cost variances arising under the current standard cost system should be
disposed of as period costs of the current period. No doubt the current standard
cost system has for its object the exclusion of waste and inefficiency, but this is
by no means a sufficient reason for disposing of cost variances as period costs.

Susumu Walanabe
Professor of Accounting
Research Institute for Economics and Business Administration

Kobe University

The Problems of Associated Industries with Large Core Factory
in the “Single Industry Town ”

——A Case Study in One Shipbuilding Town—-—
The recent development of our regional industrialization has been giving rise

to a considerable number of “single industry town.” One large factory of a certain
scale of enterprise is founded in a local town which had few or no industries
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before. In such a town, the concerned core factory necessarily have problems on
many types of community relations, to which the writer referred generally in the
preceding number of the annual report.

In this case study which is illustrated according to the actual survey, he ap-
proaches the relation between the core large shipbuilding factory and its associated
small industrial firms in one single industry town. In the town which has such
a characteristic industrial structure, the business activity of the associated small
firms has been not only affected highly by the business policy of the core factory,
but also the latter has been conditioned considerably by the former. Therefore
both have many different features from these in the central industrial districts.

In conclusion, the small firms arc relatively closely supported by the core fac-
tory, so that they are apt to lose adaptability to the changing conditions, neglecting
to strengthen their competitive power in the external business world. It is ex-
pected, that the town is to develop to have more or less diversity in her industrial
structure, the core factory is to lead the associated firms to rationalize and moder-
nize themselves economically and technically.

Minoru Beika
Professor of Plant Location,
The Research Institute for Economics & Business Administration

Kobe University

The United States Steel Corporation and J. Pierpont Morgan

The United States Steel Corporation has been known as the most representative
“Morgan Company ” since its formation in 1901. When the steel trust was
formed by acquiring ten large companies, J. P. Morgan and his partners and
associates were placed at the head of the giant organization. The testimony of
J- P. Morgan before the Pujo Committee in 1912-13 made it apparent that the
board of directors was under the strong influence of the investment banker who
was alos the member of the board. Beside Morgan himself, Robert Bacon was
the chairman of the Finance Committee and was succeeded by George W. Perkins,
another partner of J. P. Morgan & Company. Elbert H. Gary, the chief executive
officer of the corporation, was also close to Morgan.

The Morgan domination over the company was acquired, not through stock
ownership, but by its financial services to back the formation of the steel trust.
Support of bankers and financiers was essential to the consolidation which was
intended to absorb ten large companies with an aggregate capitalization of about
$ 867,550,000. A syndicate, headed by J. P. Morgan & Company, was formed
to subscribe sufficient cash to back an arrangement for exchanging the new cor-
poration’s stock for that of the constituent companies. The syndicate then entered

—_— 2 —



into an agreement with the corporation by which they undertook to secure at
least 51 per cent of the stock of the constituent companies. The result can best
be shown by quoting from Arunde Cotter’s United States Steel : A Corporation With A4
Soul (1921).

“ Practically all the stockholders of the old companies, satisfied that with the
Morgan backing the new company its success was fairly well assured, took advan-
tage of the exchange offer, with the result that at the end of first nine months
of its existence less than 1 per cent of the old securities were still held in the hand
of the public.--------- .

The United States Corporation stands as a striking example of the Morgan

control which was extended through consolidation.
Tadakaisu Inoue

3

Assistant Professor of Business History
The Research Institute for Economics and Business Administration

Kobe University

On the Effects of Accelerated Amortization

The many literatures of “accelerated amortization” are concerned exclusively
with the earlier recovery of capital and the profitable re-investment on the point
of private economy. They have little to say about the effects of it to the national
economy, and there is no corresponding theory but some divices by the ¢ theory
of growing economy ” (Domar, Eisner). Our research aims to investigate the firm’s
situation to be able to introduce the accelerated amortization, untouched by the
above literatures. The condition to be fullfied by such a firm’ is as follows;

i. Ability to finance the investment ii. Capacity to absorb deductions and

iii. Ability to maintain the average rate of profit and of dividend after dedu-

ction. A few firms, probably, giant ones have these conditions.

It should be clear from this conclusion that the Domar-Eisner analysis on the
accelerated amortization is not so complete.

This leads us to the consideration of the relation between the firm in general
and the growing firm by amortization. For, consider first, the condiotins of ac-
celerated amortization ; the application is limited to the giant firm only, by the
reasons that, (1) the firm should have the revenue over amortization and (2) main-
tain the average rate of profit afterwards. Next, we note that changes in the re-
lative situation which follow particular changes in capital of the giant firm, increase
the unbalanced growth of the sectors in national economy. The very nature of
such repercussions can be understood as follows; (1) even if the average rate of
profit remains constant, the giant firm will bear free competition in the period
of amortization, until it should grow more steadily by the effects of the re-
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investment of its own capital and the decrease of interest, (2) the corresponding
investment demand will re-occur to giant firms, and (3) the structure of national
economy can be changed by the unbalanced amortization, advantageous for the
giant firm in general, which is the very restriction of the present accelerated
amortization policy.
Nobuko Nosé
Assistant Professor of Social Accounting
The Research Institute for Economics and Business Administration

Kobe University

The Theoretical Structure on “ Die Dynamischen Kontentheorien.”

“Die dynamischen Kontentheorien” which are set up in opposition to “die
statischen Kontentheorien”, start from the dynamic transaction process in accruing
income that is a prior process of balance sheet and income statement, and from
the dynamic process construct the account systems. Professor Ernst Walb charac-
terizes the dynamic transaction process as “den tauschwirtschaftlichen Verkehr,”
establiches “die Zweikontenreihentheorie,” die Leistungsreihe and die Zahlung-
sreihe, from the opposition relations between Leistung and Zahlung, and bears it
out by proof that income can be independently computed from these two account
successions.

Tho’ die statischen Kontentheorien in its character came into existence at the
base of property calculation (eine Vermdogensrechnung) and property concepts
(ein Vermdgensbegriff ), die dynamischen Kontentheorien on the contrary stand
at -the foundation of receipts and disbursements concept (der Einnahme—und
Ausgabebegriff) instead of Vermégensbegriff as well as income calculation (die
Erfolgsrechnung) instead of Vermégensrechnung.

The distinctive features of Walbsche account theory are as follows: first, we
shall find it in endeavour that intends to uniformly understand two affairs of the
commercial accounting systems, especially the balance-sheet and the double book-
keeping from the same viewpoint, by starting from the proposition that the balance-
sheet is useful as a direct means in income determinations: second, uniformly
making clear both the commercial accounting (das kaufminnische Rechnungswesen)
and the public utility accounting (das kameralistische Rechnungswesen) from the
viewpoint of income accounting.

As walb insists that the fundamental facts of accounting rest on dem taus-
chwirtschaftlichem Verkehr, all income transactions (erfolgswirksam Vorgiangen)
follow that “die eingehenden Leistungen ” correspond with “die ausgehenden
Zahlungen ” and “die ausgehenden Leistungen” do with “die eingehenden Za-
hlungen.” The nature of two faces in transactions (Doppelseitigkeit der Ver-
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kehrsvorfalle) will be clear from these relations. Therefore we shall be able to
gain a possibility that income is indicated in double ways with Leistungsseite
and Zahlungsseite.

Since income accounting is a periodic calculation now, there are not only some
cases where expenses and revenues are entered more in account-books than those
to be belonged in a certain period, but also another case where those are done less.
Walb calls the fomer case “Zuviel Verbuchte,” and the latter case “Zuwenig
Verbuchte.” We should exclude or add those “Zuviel und zuwenig Verbuchte ”

3

from “Leistungsreihe und Zahlungsreihe ” in order to perform correctly a periodic
accounting.

In practical accounting procedures, “Zuviel Verbuchte” are transferred future
accounting periods as “ Zuriickverrechnete Ausgaben” (Debtor on balance sheet)
and “Zuriickverrechnete Einnahmen” (Creditor). In the same manner “Zuwenig
Verbuchte ” are delivered future periods as “ nachverrechnete Ausgaben” (Cr.)

[

and “nachverrechnete Einnahmen” (Dr.). Therefore balance-sheet constructs

following fashion ;

Bilanzkonto
Inhalt der Zahlungsreihe Inhalt der Zahlungsreihe
Zurtickverrechnete Ausgaben Zurtickverrechnete Einnahmen
Nachverrechnete Einnahmen Nachverrechnete Ausgaben

As “Zuriickverrechnete Ausgaben” on a structure of the above balance-sheet
are kinds of receipts in the meaning that it is a return of disbursements and
“ Zuriickverrechnete Einnahmen ” are sorts of disbursements in the same sense,
this balance-sheet means a modified recepts and disbursements calculation (eine
richtiggestellte Einnahme-—und Ausgaberechnung).

Ryuji Takeda
Assistant in Accounting Section,
The Research Institute for Economics and Business Administration

Kobe University
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