
TAXATION　AND　CAPITAL　ACCUMULATION

βツMoToKAzuKIMuRA
P〆o∫θ33070∫P観56E2協π‘θ

　　　One　of　Japanンs　most　di伍cult　problems　is　tostabilize　hemational　economy

without　foreign　assistance　as　was　given　during　the　occupation　period，an（1

without　procurement　demands　as　were　o仔ered　during　the　War　in　Korea，

Strenous　ef壬orts　will　be　neede（i　before　we　can　provi（ie　a　desirable　level　of

economic　prosperity　to　Japan’s　eighty－six　million　inhabit我nts　who（1well　in

a　restricted　mountainous　territory　of　only　l42，000square　miles。

　　　Among　other　things，it　is　urgently　necessary　to　make　a　substantial

improvement　in　productive　powers　so　that　we　may　be　able　to　lower　costs

of　pro（iuction　and　thereby　compete　favourably　with　foreign　couutries　on　the

world　market．We　have　not　enough　efacient　capital　equipment　to　remove

obstacles　standing　in　the　way　of　any　attempt　in　this　direction。Many

economists　and　politicians　alike　are　now　discussing　means　oHostering　the

accumulation　of　necessary　capita1，urging　that　this　accumulation　is　an
essential　prerequisite　to　a　successful　stabilization　of　Japan，s　economy．

　　　Under　these　circumstances，玉t　is　only　natural　that　tax　reform　shou1（i

become　a　serious　issue．　The　present　system　of　taxation　contrived　in　ac－

cordance　with　the　Shoup　Recommendations　has　been　alleged　to　be　injurious

to　both　willingness　and　ability　to　save．　As　a　result　the　tax　reform　bills

are　now　under　debate　in　the　present　session　of　the　Diet，which　was　given

a　complete　restoration　of　its　legislative　power　after　the　ratification　of　the

Peace　Treaty　conclude（i　in1951in　San　Fransisco．

　　　　As　will　be　shown　later　in　this　article，the　Govemment　has，to　a　con－

siderable　extent，complied　with　wishes　and　demands　vigorously　put　forward

by　business　circles　for　tax　cuts；and　both　houses　of　the　Diet　are　expected

to　pass　the　tax　reform　bills　without　fail　by　the　middle　of　August，1953．

　　　This　article　intends　to　examine　the　recent　development　of　the　tax

reform　movement　in　favour　of　an　easier＆ccumulation　of　capitaL　Before
entering　into　details，I　think　it　is　necessary　to　make　a　brief　pre1玉minary

survey　of　opinions　on　the　nature　and　signi五cance　of　capital　in　its　bearing

on　taxes　and　public　spending。

1．（ヲ脇θ7αJGo郷づ4θγ画0銘ε

　　　It　goes　without　saying　that　taxpayers　always　pay　their　taxes　with

some　abhorrence・　regarding　them　as　injurious　to　capital　accumulation・
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Taxes　are　no　doubt　a　portion　of　social　pro（iucts　placed　under　the　disposal

of　a　govemment，an（1are　always　paid　either　from　the　capital　or　from　the

revenues　of　a　country．　Thus，the　lower　they　are，the　better　the　taxes　are．

This　adverse　feeling　against　taxes　is伊to　some　extent，unchangeable．Tax－

payers　may　well　be　said　to　demand“cheap　govemment”in　every　case．

　　　　It　was　not　until　the　middle　of　the　eighteenth　century，however，that

the　idea　of“cheap　government”began　to　be　considere（i　by　the　ruling

class．　Before　Adam　Smith，the　maxim“not　to　impose　heavy　taxes”had
been　much　more　of　a　moral　or　political　nature　than　an　ecohomic，objective

necessity．

　　　　For　example，political　economists，if　any，before　Adam　Smith’or　the

Physiocrats，were　apt　to　insist　upon　the　doctrine　that　public　expenditure

usually　provides　a　great　stimulus　to　industry　an（i　commerce．They　ma量ntaine（i

that　public　spending　would　not　only　make“omnipotent”govemment　ac－
tivities　possible，but　would　increase　the　velocity　of　money　circulation，and

thereby　would　bring　about　general　brisk：ness　on　commodity　markets，　The

possible　a（iverse　effects　of　taxation　wou1（1be　alleviate（1to　that　extent．

　　　Among　the　writers　of　the　perio（i　of　Mlercantilism，there　were　even　those

who　compare（i　taxes　to　seasonable　rains，saying　that　taxes　are　collected

from　a　great　majority　of　the　peoPle　just　as　calmly　as　watery　vapour　is

volatilize（i　by　sunshine　from　all　parts　of　the　soi1，and　are　used　fo】・public

purposes　just　as　effectually　as　rains　are　used　for　cultivation．

　　　In　addition，many　prominent　economists　before　Adam　Smith　made　it
a　rule　to　lay　stress　upon　the　bright　side　of　taxation，asserting　that　a　tax

upon　individuals　or　consumable　goods　would　necessarily　stimulate　the“dili－

gence　an（i　assiduity，’of　the　working　class．

　　　Vigorously　opposing　these　arguments，the　Physiocrats　and，subsequently，

the　English　classical　school　of　economics　emphasized　the　harmfulness　of

govemment　intervention　to　economic　prosperity貧nd　opulence　of　a　country，

According　to　Adam　Smith，public　spending　maintains　unproductive，though
usefu1，1abourers　such　as　soldiers，　oHicials　etc．，　and　public　investnrしent，　if

any，wou1（11ead　to　a　disastrous　misconduct　or　waste　of　national　res（》ureces．

In　his　view，taxes，too，impe（ie　the　natural　functiQaing　of　a“system　of

natural　liberty”，i．e．，free　competitive　price－mechanisms，giving　rise　numerous

clashes　between　tax　authorities　and　taxpayers，an（1hindering　capital　from

flowing　into　the　most　profitable　branches　of　industry．　In　short，taxes　not

only　deprive　individuals　of　so　much　revenue　or　capita1，but　also　impose

burdens　not　to　be　measured　in　terms　of　money－toil　and　trouble．1

　　　Also，David　Ricardo　was　of　the　same　opinion．He　sai（i　that　there　were

no　taxes　which　have　not　a　te興dency　to　lessen　the　power　to　accumulate；

an（i　that　all　taxes　ha（i　to　either　fall　on　capital　or　revenue．2

　1Adam　Smith，昭θα々んof八η廊o窩，BK．V．chap．1．
　2David　Ricardo，P〆齢‘砂’θεo∫ん」漉‘α♂E‘伽o，7η伽d　T雌襯o多多，chap．V皿．



19531
TAXATION　AND　CAPITAL　ACCUMULATION 17

　　　　　A1・ngthesameline・J・B・Sayasserted：る9翻」θ％グゴθ廊zθ3伽。3

師％鰭θ面御ε卿θ％，θ≠」θ噺伽伽・掘θ3卿∂儲」」θ伽卿≠。3
　　　　　Smith’s　doctrine　seems　to　contain　an　mdeniable　truth　even　now．Gen『

erallyspeaking，publicexpenditureis，initself，・fanunpr・ductivenature。

Butwesh・uldtakeacc・unt・fthefactthatSmithlivedinanage。f
restrictions　in　which　the　most　urging　task　was　to　remove　the　many　obstacles

toe任ectualindustrialactivity・fthegr・wingnumber・f“self－made”wealthy

peoPle・Thewh・1eb・dy・fSmith2sthe・ryisbasedup・ntheassumpti。ns
thatthereisn・idlem・neywhichislaidaside・finvestmentf・ranyap－
preciable　length　of　time，and　that　there　is　no　government　that　knows　what

the　most　profitable　industry　into　which　to　invest　public　funds　is．　If　these

assumptions　are　no　longer　valid，we　are　required　to　make　some　fundamental

　revisions　in　the　theory　of　the　classical　schoo1．

　　　　In　recent　economic　analysis，there　has　been　growing　recognition　that

savings（exactlyspeaking，expectedsavings）d・n・talwaysrunparallelt。
investment（exactly　speaking，expected　investment），and　if　the　volume　of

privateinvestmentfallssh・rt・ftheam・unt・finc・men・tspent。nc。n－
sumpti・n，therewillbeadeHati・narytendencyinthenati・nalec。n。my
as　a　whole，and　money　capita1，however　large　it　may　be伊will　be　useless．

In　this　case，savings　may　be　said　to　be　a　matter　of　anxiety　instead　of

congratulation．

　　　　undertheinHuence・f．J・MKeynes，thethe・ry・f丘sca1P。1icyhas
recently　been　greatly　developed．What　is　noteworthy　here　is　that　the　recent

theory　bears　much　resemblance　to　the　mercantilistic　doctrine　in　that　more

attenti・nispaidt・c・nsumpti・nandspending，whetherprivate・rpublic。
Theinc。me－creatinge鉦ects・fexpenditurehaven・wbeenrec。gnizedagain
as　a　more　decisive　factor　in　overcoming　economic　depressions．To　that

extent・state　intervention　or　govemment　control　over　economic　activities

hasals・beenapPr・ved・Theactiveantag・nismexpressedbytheclassical
sch・・1・fec・n・micsagainstpublicb・mwing，t・・，hasthuslargelybeen
neutralized　by　the　recognition　that　increased　expenditure　will　give　significant

stimulus　to　new　investment．

　　　　S・mepr・minentwritersaren・wtryingt・sh・wthatabalancedbudget

withagreaterscalea1・nemay五11theinvestment－savinggap．4Thus，if
theargumentbepr・vedt・c・nf・rmt・reality，taxesmayp。ssiblybeexalted
again　to　the　higher　place　that　was　given　them　by　the　Mercantilists．

　　　Now　that　I　have　shown　three　different　opinions　on　the　nature　and

signi丘cance・fc＆pitalaccumulati・ninitsbearing・ntaxati・nandpublic
spending・1etusc・nsiderthevalidity・feach・pini・n．

　　　Ibelievethateach・pini・nhasits・wnextent。ff・rceacc・rdingt。

　3J・B　Say，E‘o犯o編θPoJ痂c麗，VoL　II，P．298．

。lt諾瓢4葛aavelmo・“MultiplierE鉦ects・faBalancedBudget”・E－2θ’鵬V・1．13，
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the　varying　circumstaces．Each　of　the　three　doctrines　on　a　whole　co1・respon（is

t・aparticularstage・fec・n・micdeve1・pment・
　　　Rec。11ectingthattherewerean・verwhelminglylargenumber（〕funedu－

catedpe。Plealwaysadheringt・・1dcust・msandc・nstantlyresistingany
changesinam・de・ftraditi・nallife，ithadt・beunav・idablethaten－
1ightenedp・1iticianssh・uldawakepe・Plet・secularrichesandp〔）wersby
dint。fp。1iticalregulati・ns．Ec・n・michist・rypmvesthetruth・fthisview
to　an　important　degree．　In　spite　of　Smith’s　refutations，the　mercantilistic

activitieshadpr。ducedaveryfav・urable，pr・gressiveinHuence1・P・nthe
ec。n。micdeve1。pment・ftheEur・peanc・untriesbef・rem・demc段pitalism

wassetup。nas・1idf・undati・n．G・vemmentregulati・n・ftradeand
industrymadeasubstantialc・ntributi・nt・pavingthewayt・am・dem
e缶cient　economic　system，putting　aside　the　medieval　residuum　su（》h　as　the

guildandman・rsystemswhichexistedinastagnanいraditi・nalatm・sphe「e・
　　　　Taxes，asdistinguishedfr・mth・sefeudalisticburdenswhichwerelevied
up。nserfd・m，hadanincentivee仔ect・nfreelab・urers・Self－satisHedh・useh・1d

economy　was．（iissolved　by　taxation　to　a　not　insigni五cant　degree．

　　　　Whenmarketpr・ducti・nhad・ncebeenth・r・ughlyest＆blished・the
interest　of　mamfacturing　industry　surpasssed　that　of　merchants．The　more

thesystem。fnaturallibertymatured，thelessstateregulati・nwasneeded・
Stress　was　naturally　to　be　lai（i　on　the　dismal　side　of　Mercantilisml　narrow

nati。nalistic，militaristicmeasures・riginallyinherentinmercantili与ticp・1icy

were　condemned．It　was　un（ioubtedly　true　that　despotic　financlal　policy

manytimespr・ducedec・n・micdis・rdersandnati・naldisasters・Itwaslarge層

1yduet。theremarkabledeve1・pment・fcapitalisminthenineteenthcentu「y
inEur。peandintheneww・rldthatthethe・ry・ftheclassicalsch・・1・f

economics　became　predominant・
　　　　Inspite・fthefactthat，whenevermarketsbecamedepressedandun－
emp1。ymentgrewseri・us，wedi曲earbittαc・mplaintsagainstasho「tage
of　demand，the　general　plea　was　not　raised　for　govemment　actiou　ag泓inst

depressi・nandune卑P1・yment，whetherbymeans・fincreasingPublicspending

。rbydirectregulati・nuntilthew・rldec・n・miccrisis・ftheyear1929・
Onacc。unt。fthesubsequentw・rld－wideec・n・micdepressi・n，theending・f
which　no　one　could　guess，accompanied　by　unemployment　to　a　degree　un－

precedentedinhist・ry，五rmbeliefinthesystem・fnaturallibertywasgreatly
threateued，an（1this　led　to　a　fundamental　revision　of　the　classical　theory。

The　virtual　cause　of（iepressions　has　come　to　be　found　not　in　capital　shortage，

　but　in　over－accumulεしtion　of　capitaL

　　　　Ifthisreas。ningisc・rrect，thevalidity・fthethree・pini・nssh・uldbe

carefullyludgedacc・rdingt・therealcircumstances・fapaτticulareconomy・
　　　　　There　must　still　be　a　country　where　a　lack　of　self－made　wealthy，e伍cient

pe。plemakesitdi伍cultt・attainec・n・micdeve1・pmentwith・utauth・ritative

regulati・nsc・ntrivedbyasmallnumber・fselectedp・1iticalec・n・mists・
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Theremustbestillm・rec・untrieswherethecause・funsatisfact。ryde－
velopment　of　economy　should　be　found　not　in　over－accumulation，but　in

　general　shortage　of　caPita1．

　　　　Inalessadvancedandlessmaturedec・n・my，reckless’m・neyexpansi。n

causedbyanenlargedbudgetw・uldpr・ducetheadversee鉦ect・fraising
prices　without　increasing　real　products．　Of　course，no　country　exists　un－

connectedwiththerest・fthew・rld・lnthissensewecann・timaginea
countrywheren・the・rybuttheclassicalec・n・mic・necanbead・ptedt。
itsfullextent・Butwesh・uldrememberthattheassumpti・nthatg。vemment
expenditure　is20n　the　whole70f　an　unproductive　nature，is　applicable　with

special　force　to　the　less　adv＆nced　economy　of　Japan．　Public　spending　is，in

suchacase21ikelyt・pr・duceares・urce－exhaustinge仔ectratherthanan
income－creating　eH！ect　upon　the　national　economy。

　　　　The　theory　of　fiscal　policy　which　developed　under　the　sway　of　the

K：eynesian　doctorine　is　to　be　more　relevantly　applied　to　a　rich　and　matured

economy　in　which　further　progress　seems　to　be　restrained　owing　to　the　lack

・fmarketp・tentialen・ught・digestahugeam・unt・fpr・ducts．
　　　　It　seems　to　me　that　the　theory　of　fiscal　policy　chieHy　attends　to　the

quantitative　aspect　of　the　issue，making　little　difference　between　govemment

spendingandprivate・ltapPearsn・tt・paysu鐙cientattenti。nt。the
question・fwhethertheincreaseinnati・nalinc・meiscausedbypublic
spending・rprivate・Thissh・rtc・ming，negligibleinawealthyc・untry，may
cause　a　grave　problem　in　a　less　wealthy，1ess　mature（i　economy．If　we　are

tod・justicet・thequalitativeaspect・ftheissue，wemustrec。gniZethe
di仔erente仔ectspr・ducedbythe“ex・gen・us”demandfr・m・utsidethepri一

瀦撒o蟹・臨g謙鷺謙齢臨慌1拙諾，黙
t・def・rmthewh・1estructure・findustryandc・mmerce，especiallywhen
publicspendingisc・ntr・11edbyanati・nす1istic，・rmilitar量stictendency．

　　　　Why　do　we　mention　a　nationalistic　or　militaristic　tendencyP　Because

experiencea伍rmativelysh・wsthatexcessivepublicspendingisthegift。f
罪a「anddelgnce・anditwaslargelyduet・militaryexpenditurethatthe
　exogenous　demand　led　to　the　unsymmetrical　development　of　the　national

economy。
　　　　Ihavetriedt・demarcatethevalidity・fthethreedi鉦erent。pini。nsin
their　bearings　upon　the　real　economic　circumstances，but　it　is　of　course　not　an

easytaskt・ackn・wledgeanec・n・micrealityasreleventt・any。ne。fthe
three　opinions、　This　is　true　even　of　an　advanced　economy　th＆t　seems　to

have　passed　each　stage　of　development－Mercantilism，Economic　Liberalism

andM・di五edCapitalism5一・neafteran・thers1・wlybutsteadily．Butthere

a「emanynon－typicalc・untrieswhereeachs亡ageapPearss・mewhatirregularly；

々α1撫舗轟’鵜熟、慧3ヂaybem・…dequalelyexpressedas＝F繭伽」融・H・‘h一
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whilethe且rstperi・disstillc・ntinuing，themiddleperi・d・ftenbegins・lnless
advanced　countries，on　account　of　a　dire　necessity　to　compete　with　advanced

c。untries，thelength・feachperi・dhast・besh・rtenedasmuchasp・ssible・

Inc。mpressingthegr・wth・fcenturiesint・generati・ns・anincon9「uous

story　appears・

II．研3渉07ぬ」5麗7脚y

　　　If　we　are　allowed　to　follow　the　model　of　W。Sombart，Japan，s　modem

ec。n。michist。ry，t・・，maybedividedint・t㌔reestagesasf・11・ws：

　　　（a）MercantilisticStage，・rF渤顧燃欄（1868－1912）
　　　（b）TheStage・fEc・n・micLiberalism，・沼・6惚乞燃欄（1913－1928）
　　　　（c）TheStage・fM・diHedCapitalism，・r蹄鋤髭αZφ5欄（1929一）
　　　This　division　is　m＆de　entirely　for　the　sake　of　convenience．According

to　W．Sombart，capitalism　was　blooming　in　the　years1830to1913。In
this　sense　my　division　may　seem　absur（i。But　an　outstan（iing　chara（lteristic

。fJapan・sec・n・micdeve1・pmentis，aswassuggestedab・ve・thatitcan
not　be　easily　analyze（i　with　the　method　generally　applie（i　to　economic

deve1。pmentinadvancedc・untries。Viewedfr・mthep・int・fp・1iticsJapan
replace（1political　regulations　peculiar　to　Mercantilism　soon　after　the　Meiji

Restoration　in1868，a，n（1it　was1889that　she　introdu弓e（i　the　representative

systemfairlysuccessfully，Butinview・falargescale・fg・vemmentac－
tivities，Japanwasfarbehindthewestinthegr・wth・fec・n・micliberalism・

Inasense，itisn・tt・・mucht・saythatJapanhasneverenj・yedthefull
bloom　of　liberalism　in　its　strict　sense　of　the　word．

　　　　The　economic　development　of　this　country，remakable　as　it　was7was，

t。animp。rtantextent，duet・theactivep・1icycarried・utbyGovemment・
Wemaysafelysaythatfr・mtheverybeginning・fthenewregime・the
rulingclassbet・・kthemselvest・anexcessivestrain・nthe丘nancia1「esou「ces

of　the　country．
　　　　Thec。rrect。伍cialstatisticsaren・tavailablef・rthepurp・se・faf－

f。rdingbird，s－eyeview・fthewh・1edeve1・pment・Relyingup・ntheHgu「es
for　national　income，elaborate（1by　Dr．Yuzo　Yamada61computed　the　ratio

。fnati。nalexpendituret・nati・nalinc・me（seeTablel・np・2L）・
　　　　If　we　acknowledge　that伊when　Japan　began　to　introduce　modem　insti－

tuti。ns，shewasan・verwhelminglyagriculturalc・untry・andthelevelof
hernati。nalinc。mewasextremely1・w，then，wemustadmitthat・in・rder
t。CreateneWinStitUti。nSandf・Steranewm・de・fpr・dUCti・nUnkn・Wn
t。herpe。Pleupt・thattime，itwasap・sitivenecessityf・rJapant・adopt
amercantilistictype。fp・1icyuntiltheend・ftheMeijiEra（1868－1912）・

　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　　0

　　6Yuz。Yamada，撫θ吻耐・7E“伽αぽ伽9梅♂伽伽㈱・∫∫α卿（三nJapanese）71952・
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Table　I　National　Income　and　Govemment　Expendit皿es
　　　　　compared　on　an　average　of　every五ve　years
　　　　　　　　　　　　　　　　（lnmillionsofyen）

Year

1883一一1887

1888－1892

1893－1897

1898－1902

1903－1907

1908－1912

1913一一1917

1918－1922

1923－1927

1928－1932

1933一一1937

1938－1939‘

1940－1941‘

1942－1943‘

　　1944

　　1945

National　Income1

（395）3

　　968

　1，095

1，851

2，787

3，503

4，507

12，031

12，754

11，911

14，376

22」225

27，916

37，877

50，901

Govemment　Ex－
　　penditure2

　　　79．0

　　100．1

　　188．7

　　268．3

　　877．6

　　698．0

　　812，7

1，888．3

2，073．0

1，801．0

2，424．9

8，551．0

12，495．5

31，203．5

93，366．0

30ン755．0

Ratio

per　cent

　8．4

10．3

17，2

14，5

29．7

19，9

18，1

15．7

16．3

15．1

16．9

38．5

48．4

82．4

183．0

1　National　Income　distributed

2General　Account貧nd　War　Expenditure　Account
3National　Income　produce（1

‘Average　of　two　years

　　　　During　the　mercantilistic　period　of　Japan，what　is　conspicuous　to　present

stu（1ents　is　that　the　Govemment　collected　many　taxes　from　peasants　and

consumers．　On　the　contrary，manufacturers　an（i　carr｝7ing　traders　were　en－

couraged　with　subsidies　and　other　financial　aids．　Many　public　funds　were

outlayed　for　the　purpose　of　a“Wealthy　and　Strong　State’，，a　slogan　typical

of　mercantilistic　ideas．

　　　　The　tax　charged　peasants　was　the　land　tax．　It　was　very　heavy　and

aroused　many　revolts　among　the　farmers　in　the　early　period　of　the　Meiji

Era。This　tax　drew　nearly　fifty　million　yen，more　than　efghty　per　cent

of　all　tax　revenue　unti11877，an（l　never　fell　below　fifty　per　cent　until

1895．

　　　　Another　malor　item　that　constituted　a　large　part　of　tax　revenue　was

the　excise　tax．

　　　　Taxes　upon　consumer　goods　ranging　from　liquor　to　cakes　were　gradually

increased　to　hold£rst　p1＆ce　in　tax　revenue　after1896．For　example，in

1911，thirty－four　per　cent　of　all　tax　revenue　was　derived　from　the　tax　on
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51‘z々θ（Japanese　liquor），soy，sugar，textiles，an（i　oiL　　Pro丘ts　of　the　Tobacco

Monopoly　amounting　to　more　than　sixty－six　million　yen，if　included，would

add　greatly　to　the　percentage　of　excise　revenue・

　　　As　will　be　shown　later，7another　important　feature　of　the　period　under

discussion　is　that　foreign　loans　amounting　to　more　than　ll　billion　yen　had

been　contracted　by1907．We　should　attach　more　importance　than　is　usually

place（1，to　the　role　that　foreign　loans　playe（i　in　encouraging　Japanese　economic

growth　during　the　M：eiji　Era。

　　　Now，1et　us　tum　our　eyes　to　the　secon（1perio（L

　　　　As　I　have　said，the　period　of　economic　liberalism　was　strikingly　short。

It　was　the五rst　World　War　that　provided　Japan　with　the　necessary　pre－

requisite　to　the　suddenrise，offree　competitive　capitalism．During　the　War，

Japan　could　take　advantage　of　her　entirely　favourable　position　on　the　world

market．The　period　of且fteen　years　from1913to1929seems　to　have　been
the　only　blessed　perio（1for　Japan。　She　could　enjoy　the　blessings　of　peace。

The　Govemment　tried，for　the丘rst　time，to　keep　itself　from　meddling　much

in　economic　activities　of　the　private　sector。

　　　　Aremarkableriseinthestandar（iofliving，avigorousgrowthof
wealth，an　unprecedented　accumulation　of　foreign　exchange　funds　caused
by　a　boom　in　exports，ar1（i　so　on；all　these　advantageous　circumstances

coul（i　not　but　reHect　upon　public　finance。　One　of　the　great　achievements

in　this　period　was　an　enormous　increase　in　the　revenue　provided　by　the　income

tax，which　may　well　be　said　to　satisfy　the　modem　principle　of　taxation－

the　principle　of　ability－to－pay。

　　　　When　the　War　came　to　an　end　in1919，tax　revemes　of　this　country

were　as　follows：

Table　II　Tax　Revenues　in　1919
　　　　　　（lnmillionsofyen）

Taxes Amount Per　cent

Land　Tax 73
7
．
9

Income　Tax 193 20．7

War－time　Profit　Tax 162 17．4

Excises 227 24．4

Custom　Duties 82
8
．
8

Others 196 20．8

Tota1 933 100．0

　　　Table　II　shows　that　the　lan（1tax　fell　decisively　in　importance，an（1

instead　of　this，direct　taxes　such　as　the　iucome　tax　and　the　war－time　pro6t

7See　below　p．3L
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tax rose in significance. During this period the outstanding national debt 

was increased owing to the great earthquake in 1923, but the financial 

condition was, on the whole, quite satisfactory. 
But this favourable condition was not sustainable. Because, under the 

surface of prosperity, there was a structural contradiction in the Japanese 

economy. What was the structural contradiction ? It was what was left 
behind after the war boom. What remained after the war boom ? 
After the war boom there remained an inflexible economy imbued with 

the spirit of Mercantilism. A Iack of "endogenous " demand could not be 
cured with a short-term prosperity caused heteronornously by the outbreak 

of World War I. There was an appalling discrepancy between the un-
proportionally well-equipped huge industries on the one hand, and the mi-
serably ill-equipped small-size industries, on the other hand. There was also a 

keen discrepancy between cities and villages, and there was a sharp contrast 

between plutocrats who had a close relation to state power, and the millions 

of ill-paid labouring masses. ' 
The third stage was ready to begin. 
Facing the world depression starting in 1929, it was only natural that 

business circles should have again sought after Government assistance. The 

effort to overcome the depression soon tended towards political arrangement 

to secure a particular market for Japanese exports. And this political 
programme to establish a Japanese sphere of influence, of necessity, made 

international relations important. The more serious the necessity to overcome 
economic difB:culty became, the more acute the defense problem was. And 
the more the defense programme enlarged, the more acute became the neces-
sity to secure war stores and raw materials abroad. 
These circumstances were quickly reflected in the budget, which, in 

the fscal year, 1932-33, is to be remembered as having given plain indi-
cation that a militaristic policy had begun to establish its supremacy in 

budget making as well. 
After 1933, the ministers of finance had to give way to fresh borrowing. 

While at the end of March, 1930, the Government was in debt to the 
amount of nearly six billion yen, or fifty five per cent of the national income, 

the increase in national debt in the succeeding years was quite appalling 

in amount. To make the matter intelligible, I will show the growth of 
national debt as well as the changes in price index in the period covering 

eighty years. 
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Table　III　The　Total　Amount　of　the　National　Debt

　　　as　shown　at　the　en（i　of　selecte（1五scal　years

　　　　　　　　　　　　　（ln　millions　of　yen）

Year

1877

1897

1907

1914

1924

1930

1936

1945

1949

1952

Tota1

　　　226

　　　399

　2，254

　2，506

　4，863

　5，955

10，574

140，810

391，509

404，．983

Domestic　Loans

Amount

　　　213

　　399

　1，088

　　991

　3”356

　4，476

　9，257

139，922

2907853

302，657

Per
cent

4
0
8
0
9
5
8
9
4
5

9
0
4
4
6
7
8
9
7
7

　
1

Fore乳gn　Loans

Amount

13

　1，165

　1，514

　1，506

　1，479

　1β16

　　887

100，6561

102，3261

Per
cent

6

2
0
1
5
2
1
6
5

5
6
3
2
1
　
2
2

Price　［ndex
　1873＝＝10D

　　　111

　　　170

　　249

　　243

　　526

　　349

　　408

　1，380

82，253

137，650

　　　　1The　increase　in　Foreign　Loans　in　these　years玉s　due　to　a　change　in　the　rate　of　exchange．

　　　　From　the　fiscal　year，1932－33，because　the　attempts　to　improve　tax

revenue　did　not　bring　about　the　desired　e鉦ect，enormously　increased　govem－

ment　expenditure　had　no　way　to　be　defrayed　except　from　the　proceeds　of

domestic　loans　issue（i．

　　　　But　under　the　pressure　of　financial　strain，the　taxation　system　under－

went　substantial　changes　in1940in　the　anticipation　that　the　use　of　the　armed

forces　in　the　Asiatic　Continent　should　cause　a　greaterβnanci＆1di伍culty．

Among　others，the　most　important　changes　were　a　great　extention　of　the

income　tax　to　the　lower－income　groups　previously　exempted　from　it，and　the

co－ordination　of　miscellaneous　taxes　introduced・during　the“China　Incident”。

　　　　When　Japan　declared　war　against　the　United　States　of　America　and

the　British　Commonwealth　of　Nations，the　tax　burden　was　no　less　tolerable．

Soon　after　a　temporary　success　in　the　aggressive　attack　of1941，Japan

foun（i　it　di伍cult　to　compete　with　the　enemy，s　huge　productivity．War　pro－

duction　was　desperately　encouraged　at　the　cost　of　daily　necessities．

　　　Under　these　circumstances　a　noteworthy　change　was　produced　in　tax

revenues，As　the　production　of　consumer　goods　decreased，taxes　upon　pro丘ts

an（i　wages　began　to　surpass　those　upon　goo（is，in　yield．　The　direct－tax－

principle　was　unexpectedly　realized　un（ier　the　pressure　of　war－time　contro1．

　　　In　spite　of　gre＆t　expansion　of　public　credit，the　financial　problem　seemed

to　offer　no　insuperable　difHculties，because　the　inHation　gap　was　seemingly

五11ed　up　by　such　measures　as　a　semi－compulsory　saving　plan　to　urge　in一

（iividuals　to　purchase　public　bonds　with　their　salaries　and　wages．

　　　As　long　as　the　war　continued，inflation　was　checked，to　a　su（lcessful

extent，by　a　strict　rationing　programme　and　by　price　regulations．
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　　　　At　last，however，the　catastrophe　came．　Owing　to　a　sweeping　crack　in

the　wom－out　mechanism　of　war　economy，a　free　outlet　was　given　to　pent－

up　evils．　There　were　tremendous　ravages　of　war　on　the　one　hand，an（1huge

amounts　of　money　assets　on　the　other　hand，The　lack　of　adequate　Hscal

and　monetary　policy　gave　rise　to　a　vehement　inBation．

　　　　This　stormy　inflation　ma（1e　the　taxation　system　completely　unworkable，

Tax　collecting　agencies　could　no　longer　keep　track　of　enormous　pro丘ts

which　arose　from　black　market　trading，while　wage－eamers　were　forced　to

pay　income　taxes　withheld　and　collected　at　the　source　of　payment．　A1－

thou言h　nominal　wages　were　belatedly　raised　on　account　of　an　increase　in

prices，the　burden　upon　labourers　was　both　intensively　and　extensively

augumented．
　　　But，as　long　as　inflation　continued，taxpayers　did　not　pay　much　atten－

tion　to　tax　reform，because　m＆nuf翫cturers訊nd　dealers　were　being　satisfied

with　larger　pro丑ts　compared　with　taxes　which　they　could　belatedly　p＆y　with

（1epreciated　currency，an（1wage－eamers　were　too　busy　seeking　higher　wagcs

to　reflect　upon　tax　reforming．

　　　It　was　in1949，when　an　organized　effort　was　successfully　made　to

overcome　inHation　under　the　leadership　of　SCAP，that　t＆x　reform　became　an

urgent　problem　for　taxpayers．And　it　was　in　that　year　that　the　Shoup

Mission　was　sent　to　Japan　to　recommend　a　reasonable　tax　system．

III．丁砲’θ5ゐ0妙1～θ60粥蜴餓4α∫禰3伽4
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　　　　The　Shoup　Plan　was　put　into　effect　in　Apri1，1950．　Oblectives，that

the　ShQup　Mission　aimed＆t，were　by　no　means　incomprehensive　l　for　ex－

ample，it　laid　stress　on　the　necessity　to　designate　productive　taxes　to　mu－

nicipalities（except　prefectures），to　check　the　overgrowth　of　plutocratic　power，

to　avoid　taxes　not　helpful　in　fostering　citizenship，morale，and　democracy，

and　last　but　not　least，to　satisfy　the　modem　principle　of　taxation　as　much

as　possible－the　principle　of　ability－to－pay　as　the　stan（1ar（10f　equity．

　　　But　it　must　be　bome　in　mind　that　the‘‘Report　on　Japanese　Taxation”，

nevertheless，paid　much　attention　also　to　the　problem　of　how　to　encourage

the　accumulation　of　capitaL

　　　In　view　of　recent　assertion　made　by　many　writers　an（1businessmen，
that　the3houp－Pla血is　not　favourable　to　the　rapid　accumulation　of　capita1，

we　should　review　the　extent　to　which　the　M：ission　took　account　of　capital

accumulation，and　the　basis　on　which　the　Mission　advocated　its　tax　system

plan　as　not　harmful　to　capital　accumulation．

　　　］N’eedless　to　say7it　is　on　no　occasion　an　easy　task　to　reconcile　capital

accumulation　with　the　other　objectives　of　taxation．　An（i　the“Report　on

Japanese　Taxation”may　be　said　to　be　an　elaborate　display　of　painstaking
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scientific work. Those who read the report will easily understand what I 

mean. It has a remarkable coherence. 
Where does this coherence come from ? 
Though with necessary reservations, I dare say that this coherence seerns 

to be maintained by a rationalistic philosophy common to those who grow 
in the countries where economic liberalism has deeply taken root. 

According to this philosophy a society is considered as composed of 
concrete person ; society is but the aggregate of individuals. Corporations 

are also reducible to partners ' or share-holders. Business corporations are, 

as it were, agents taking charge of the production and distribution of social 

products. Accordingly it is only for convenience' sake that legislation orders 
business corporations to pay taxe~ ; in reality it is not the corporations or 

partnerships, but the persons who compose them, that should pay taxes. By 
this view, it is supposed, all income is to be distributed among the members 

of a society ; if a part of incomes should be saved, it is not the corporations 

or partnerships, but individuals who take charge of saving money. 

By the same reasoning, it is asserted that equity in taxation should 

primarily be a matter among individual income recipients. Therefore, so 
far as business is concerned, a matter of substantial importance is to prevent 

a business from losing unduely in its relative ability to compete with other 

businesses on account of "unfair " taxation. 
Let us consider, with reference to capital fqrmation, the way in which 
such a clear-cut philosophy is embodied into the tax system recommended 
by the Shoup Mission. 

A. Tax Cuts in favour of Higher Income Groups 

The Shoup-Plan recommended that the top rate of the income tax 
should be reduced to fifty-five per cent for incomes over ~~ 300,000 ($ 833), 

considering the necessity of fostering the willingness and ability of the high 

income bracket to save, and to weed out the maladministration of tax col-

lecting agencies. 

According to the tax reform enforced, the top rate of flfty-five per 
cent was to be applied to incomes over ~~ 500,000 ($ 1,388) instea,1 of the 

~: 300,000 proposed. In order to explain the extent of reform, I will show 

the following table. 

Table IV Income Tax Rate Schedules Compared 
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70.000 30 25' 
80,000 35 25 100, OOO 35 30 
1 20,000 40 35 
150, OOO 40 40 
200.000 45 45 
250,000 50 50 
300, OOO 55 50 
500, OOO 60 55 
700, OOO 65 55 
1 , OOO, OOO 70 55 
2,000, OOO 75 55 
5,000.000 80 55 
5.000,000 85 55 

25 

25 

30 

35 

40 

45 

50 

50 

50 

55 

55 

55 

55 

55 
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As was indicated above, a sudden change from inflation to deflation 
was indescribably active in causing friction between tax agencies and tax-

payers. It was an urgent necessity to increase the level of cornpliance, 
assessment and collection so that a reasonable degree of enforcement could 

be obtained. The Shoup Plan expected that a sharp reduction in the top 
rate of the income tax would increase the level of compliance, etc. 

This reduction was to be favourable also to incentives, production and 

investment, the Report stressed. 

But at the same ~ime what is noteworthy is that the following three 
counteracting steps were contrived against the reduction of the income tax. 

Firstly, the Shoup Report urged with all the emphasis at cornmand the 
necessity to include all incornes in the taxable incomes ; incomes, whether 

from royalities, or capital gains, or fluctuating revenues, were proposed to 
be subject to the progressive rate of the income tax.8 

Secondly, a net worth tax was proposed to fill the gap left by the 
reduction in the top rates of the income tax. The rate schedule of the net 

worth tax recommended was as follows : 

Table V The Net Worth Tax 

Networth Bracket (Yen) 

less 

5 million 

10 million 

20 million 

than 

to 

to 

to 

above 

5 million 

10 million 

20 million 

50 million 

50 million 

Rate of Tax 

Exempt 
0.5 per cent 

1.0 per cent 

2.0 per cent 

3.0 per cent 

8 The "Report on Japanese Taxation" says: "Indeed, it cannot be so strongly emphasized that 
inclusion of the full amount of capital gains, other than those attributed to inflation, is a basic 
cornerstone of our program of tax reform and that no departure from this principle can be 
admitted without seriously impairing the coherence of the program." (Appendix B, p. 1 1 .) 
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　　　　　The　intro（iuction　of　a　net　worth　tax（as　well　as　the　proposed　increase

in　the　estate　and　gift　tax）was　expected　to　check　the　growth　of　undue

concentration　of　economic　power．With　regard　to　an　adversee鉦ect　thenew

tax　might　have　upon　the“due，，accumulation　of　capita1，the　recommen一
（iation　asserted　that　this　form　of　taxation　wou1（i　produce　less　impairment

of　good　management　and　industrial　e田ciency　than　income　tax　at　comparable

　rates．　In　a（i（1ition　the　Shoup　Mission　trie（i　beforehan（i　to　refute　〔）bjections

presumably　taken　against　such　an　ordin＆ry　property　tax　as　the　net　worth

tax，saying　that　its　very　existence　would　induce“intelligent，’taxpayers　to

make　more　e伍cient　use　of　their　assets．

　　　　Thirdly，the　Shoup　scheme　grante（1a　credit　for　each　indivi（iual　stock－

holder　against　his　indivi（iual　income　tax　of　an　amount　equal　to　twenty－five

per　cent　of　the（iivi（iends　he　receiyes　from　corporations　subject　to　a　tax　of

thirty一五ve　per　cent　on　their　net　income．

　　　　This　arrangement，as　was　suggeste（i　above，clearly　correspon（［s　to　the

idea　that　a　corporation　is　but　an　aggregate　of　individuals，formed　for　the

－purpose　of　carrying　on　a　given　business　and（1istributing玉ts　net　income．

According　to　this　idea，there　will　be　an　impermissible　double　taxation，迂

no　credit　is　allowed　for　shareholders。　This　credit　for　shareholders　was　to

foster　willingness　and　ability　to　save　an（1invest．

　　　　　　　　　　　　　B．　Efforts　to　Improve　Business　Relationships

　　　　If　inclusion　of　all　incomes　of　whatever　kind，and，if　possible，application

of　direct，and　progressive　t＆x　to　them　w＆s　one　of、the　comerstones　of　the

Shoup　Programme，the　other　one　was，speaking　broadly，repeal　or　reduction

of　taxes　that　were　likely　to　prevent　the　competitive　relationship　of　business

from　coming　into　existence　to　its　full　degree．

　　　When　the　Mission　was　sent　to　Japan，business　relationships　were　badly

misfunctioning．And　it　cause（1great　bittemess　for　business　to　hξ1ve　been

forced　to　submit　to　taxe孚utterly　spoiled　by　infしation．The　Shoup　Mission

gave　much　attention　to　this　issue．

　　　First　of　a11，the　excess　profits　tax　was　pounced　upon．　This　t＆x　was

in　the　exemplar　pattem　of　taxes　that　cause　unfair　relationships，because　it

was　a“mockery”to　impose　a　tax　upon“excess　pro且ts”that　were　computed

on　the　basis　of　a　book　value　having　nothing　to　do　with　the　currellt　value

of　the　assets．

　　　The　same　unreasonableness　was　to　be　found　in　the　taxation　of“or（iinary

profits”。　After　paying　tax　upon　fictitious　profits，business　cou1（i　not　maintain

industrial　capital　at　its　existing　leve1．

　　　The　Recommendation　urged　the　necessity　of　writing　up　the　y脇value

of　assets　in　the　hands　of　business　concems，provide（i　that　this　write－up　in

》alue　be　subject　to　the　revaluation　tax　of　six　per　cent．

　　　、What　deserves　our　attention　in　this　case　is　that，according　to　the
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programme，all　corporations　were　require（i　to　write　up　the　value　of　their

depreciable　assets　and　land，as　of　July1，1949，and　to　file　a　complete　re噂

valuatiou　retum　by　September1，1950，if　they　were　to　receive　the　benefit

of　increase（i　depreciation　for　the　corporation　income　tax。

　　　Along　the　same　line，many　other　improvements　in　the　method　of　com－

puting　profits　were　recommended。But　we　should　remember　that　the　pro－

gramme　did　not　intend　to　discriminate　between　businesses　according　to

political　decisiorls　upon　the　degree　of　their　importance・

　　　　Withregardtoataxonavalue－addedbase，itisnoteworthythattheShoup
Mission　expected　favour＆ble　ef韮ects　upon　modemization　of　capital　equipment。

　　　　A　scheme　to　make　corporations　pay　an　interest　surcharge　of　one　per

cent　each　year　on　accumulated　eamings　reserves　was2according　to　the

Missi。n，necessaryt・c・unterbala血cethepressuref・r“undue”accumulati・n
of　eamings　which　arises　from　the　progressive　income　tax　on　shareholders．

This　scheme，too，was　obviously　in　exact　accordance　with　the　speci丘ed

conception　of　corporate　form・
　　　　It　was　mainly　due　to　the　idea．of　fair　business　relationships　an（1the

principle　of　ability－to－pay　that　the　Mission　recommended　the　abolition　of，

orτeduction　in，many　indirect　t＆xes　except　the　excise　upon　li（1uor　and　tobacco、

Thus，thetransacti・nstax，thetextiletax，thesugartax，thes・ftdrinks
tax，the　tax　upon　transfer　of　securities，an（1the　registration　tax　were　to　be

repealed；an（i　the　commodity　excises，the　tax　upon　travelling　etcりwere　to

be　reduced．

　　　　Onlytheliqu・rtax，therevenue・ftheT・bacc・M・n・P・1y7thec・m－
modities　tax，and　the　gasoline　tax　were　justified　for　various　reasons．

　　　　Taken　altogether，we　may　be　able　to　conclude　that　the　Shoup－Plan，on

the　whole，reste（1upon　ortho（iox　economic　liberalism　with　regard　to，the

f・ste血g・fcapitalaccumulati・n．Theplandidn・tfav・urf・stering9・vem－
ment　investment，nor　increasing　corporation　surplus　reserves　etc・It　counted

solely　upon　voluntary　saving　an（1direct　investment　on　the　part　of“intelligent”

wealthy　people，

IV．物4翫面o浴oμhθP7097α伽耀60郷耀％‘θ4
　　　　　　　　　300銘碗θグ伽呵0γ‘ε蜘傭

　　　Inspite・fthevaluablee仔・rtexertedbytheMissi・nt・rati・nalizethe
Japanese　taxation　system　in　accordance　with　the　emphasized　principle　of
ability－to－pay，the　tax　burden　upon　the　lower　income　brackets　was　not　reduce（i

to　a　s翫tisfactory　extent，because　the　decrease　in　the　top　rate　of　the　income

tax　did　not　much　af壬ect　incomes’below120，000yen，as　was　shown　on　Table

IV　on　p。26727。
　　　An（i　tax　administration　was　not　improve（i　as　was　expecte（i　with　regard

to　the　self－assessed　income　tax，But，on　the　other　hand，those　subject　to
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the　income　fax　withheld　an（i　collecte（i　at　sources　were　forced　to　pay　their

taxes　to　the　letter　of　the　law．

　　　　An　inflationary　tendency　took　place　again，owing　to　the　outbreak　of

the　War　in　K：orea．Wages　were，though　belatedly，raised　in　the　wake　of

an　increase　in　prices　and　pro丘ts．This　made　it　necessary　to　revise　the　rate

schedule　of　the　income　tax，and　to　increase　the　exemptions，the　dependency

allowance，the　eame（i　income　credit，etc．　There　appeared，nevertheless，a

conspicuous　contrast　between　the　rising　revenue　of　the　tax．withhe1《i　and　the

declining　revenue　of　the　income　tax　self－assessed．9

　　　　Reductlon　in　the　income　tax　upon　the　lower　income　groups，in　itself，

by　no　means　indicates　a　departure　from　the　principles　a（ivocated　in　the　Shoup

Recommendations。The　Govemment　actually　tried　to　reduce　taxes　in　this
direction。

　　　　The　principle　of　including　all　incomes　in　t＆xable　income，though　stresse（i

emphatically　in　the　Report，underwent　much　resistance　from　the　very　start．

　　　　Firstly，the　loophole，for　concealing　interest　income　was　not　completely

closed、Wealthy　people　could　spread　their　deposits　anonymously　in　large

numbers　of　tax－free＆ccounts．Secondly，the　optional　flat　rate（sixty　per

cent）on』interest　income　was　abolished　in19500nly　to　be　re－introduced　in

the　following　year　with　lower　rate　of　fifty　per　cent．Thirdly，the　inclusion

of　capital　gains　in　taxable　income　was　substantially　invalidate（i　owing　to

the　fact　that五erce　oPPosition　against　the　registration　of　all　the　transfers　of

shares　induce（i　the　government　to　neglect　the　Recommend＆tions．

　　　　There　were　also　other　items　which　represented　a　departure　from　the

Recommendations．　For　example，the　business　tax　on　a　value－added　basis

was　postpone（1indefinitely　l　a（iministration　of　the　net　worth　tax　was　scarcely

improved．

　　　　While　the　Shoup－Plan　recommended　that　buginess　should　write　up　the

value　of　itsβxed　assets　once　and　for　a11，the　Govemment　allowed　repeated

revaluations．

　　　　In　disregard　of　the　Shoup　Programme，the　Industrial　Rationl瓦1ization

Promotion　Act　of1951allowed　specifie（i　branches　of　in（iustry　to　write　down

fifty　per　cent　of　the　price　of　machinery　for　two　years　including　t．he　year

O董aCqUiSitiOn．

　　　　Furthermore，it　was　also　suggestive　of　the　future　of　the　direct　tax　prin－

ciple，apparently　proc1＆imed　in　the　Report，that　the　sugar　taxwasnot　abolished．

　　　We　ca且thus　indicate　many　modi五cations．Of　course　it　is　doubtless

that　the　taxation　system　of　Japan　as　a　whole　was　reorganized　in　ac〔：ordance

with　the　Recommendations，Modifications　were，it　should　be　remembered，
apparently　slight．But　at　thg　same　time　we　must　be＆ttentive　to　the　grave

significance　involved　in　the　modi五c＆tions．They　were　suggestive　of　a　fun一

9See　below　p．35．
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damental　cha亘ge　in　the　two　comerstones：the　principles　of　inclusion　of　all

incomes　as　taxable　income　on　the　one　hand，＆nd　of　ability－to－pay　or　direct

taxation　on　the　other　hand．　Let　us　consider　the　subsequent　development

of　the　Japanese　t＆xation　an（1taxes　with　reference　to　capital　accumu1＆tiou．

V．P餓脇4εo∫β％3伽θε5α7rJθ3㈱4
　　　　　　　∫hθRθ69貿’渉　7tz躍Rθ∫o”働

　　　To　begin　with，we　shou1（i　give　a　glance　to　the　change（i　economic　con－

ditions　since　l951，As　was　mentioned　above，the　War　in　Korea　began　in

June，1950．The　expansion　of　the　war　caused　a　wor1（i－wi（ie　boom　on　the

war　products　m＆rket．On　account　oHts　geographic　neamess　to　the　front，

a　large　number　of　war　procurement　contracts　were　given　to　the　industry　of

Japan．The　Korean　Warboom　had　a　deep　eHect　upon　the　Japaneseeconomy
which　has　only　poor　pro（1uctive　powers。　There　was　again　a　steep　rise　in

prices　aud　wages．　　　　　　　●
　　　Un（1er　these　circumstances，the　pressure　for　dollars　an（i　pounds　was　a1－

1evi＆ted，an（i　the　brisk　market　made　business　circles　temporarily　forget　the

seriousness　of　improving　industrial　e伍ciency．

　　　But　as　the　Korean　War　waned　and　was　soon　expected　to　end，the

increased　costs　of　pro（1uction　of　necessity　caused　Japanese　industry　greater

dif丑culty．　So　tax　cuts　for　the　sake　of　capital　accumulation　have　once　more

become　urgent．
　　　　In　the　fourth　assembly　of　the　Japan　Tax　Stu（1y　Association，the　financial

circles　urged　the　necessity　of（a）reducing　both　the　rate　of　the　withheld　tax

and　of　the　optional　Hat　rate　of　tax　upon　interest　incomes　arising　from

（1eposits　an（i　others，（b）allowing（iepositors　a　cre（iit　against　their　in（iividual

income　tax，（c）exempting　long－term　deposits　from　taxation。　The　stock－

dealer　circles　insisted　on，（a）the　exemption　of　capital　gains　from　income

tax，（b）the　reduction　of　tax　upon　dividen（is　on　the　additional　capital　pai（i

in　cash．　The　in（1ustrial　circles　formulated　the（iraft　of　the“Capital　Accu－

mulation　Promotion　Act”．
　　　　The　draft　of　the‘lCapital　Accumulation　Promotion　Act”was　publishe（1

in　November　of1952by　the“Business　Companions　Club，，．The　act　was
to　promote　the　accumulation　of　capit＆1stock　primarily　through　a　substantial

reduction　of　taxation　upon　business．It　containe（i　the　following　items：

　　　　（a）Extension　of　the　special　depreciation　system　and　reduction　of　the

　　　　　service　life　of　assets

　　　　（b）Extension　of　the　system　of　reserve　against　change（1prices

　　　　（c）Extension　of　the　limit　of　ba（i　credit　reserve

　　　　（d）：Enforcement　of　the　thir（i　revaluation　of　capital　assets　with　the　six

　　　　　per　cent　revaluation　tax　（extension　of　the　spread　of　taxpayment

　　　　　from　three　years　to五ve）
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　　　　（e）Reduction　of　taxation　upon　a　surplus　reserve　within　a　limit，of，say，

　　　　　　五fty　per　cent　of　profits

　　　　（f）　Exemption　from　the　corporation　tax　for　dividends　withiu　a　limit

　　　　　　of，say，tenpercent

　　　　（g）Abolition　of　tax　upon　c＆pital　gains．

　　　　TheMinistry・flndustryandF・reignTradeals・publishedaplant・
reform　taxation　along　the　same　lines，1aying　special　stress　on　the　necessity

of　improving　the　export　industry．In　addition　to　items　similar　to　those

mentioned　just　above，there　were　also　such　items　as　apparently　represellt

the　prevailing　opinion　of　the　business　circles　on　the　property　tax　and　the

value－added　tax：the　plan　urge（i　abolition　of　these　taxes　altogether，

　　　　It　is　needless　to　give　more　examples．

　　　　Largely　inHuenced　by　these（1emands，the　Cabinetunder　Premier　Yoshida，

President　oHhe　Liberal　Party，contrived　tax　reform　bills　to　be　introduced

before　the　Diet　early　this　spring．　Owing　to　the　political　unrest　and　the

subse（1uent　general　election，the　bills　haved　not　yet　been　carried，　but　there

is　now　nothing　to　suggest　their　failure．

　　　　Let　us　survey　the　important　points　of　the　recent　tax　reform　bills．

　　　　As　was　pointed　out　above，business　was　allowed　to　write　up　the　value

of五xed　assets　in1950．　The　second　valuation　was　admitte（1in195L　The
recent　reform　of　the　Revaluation　of　Assets　Act　prescribes　that　business　will

be　allowed　to　resort　to　a　third　revaluation　with　the　benefit　of　spreading　the

revaluation　tax　payments　over　five　years．

　　　　The　recent　reform　plan　admitte（i　an　extension　on　the　limit　of　several

reserves　an（i　establishment　of　new　reserves　for　the　export　contracts　cancelled，

etc．

　　　The　value－added　tax　was　to　be　again　postponed　indefinitely．

　　　　Grave　impairments　of　the　Shoup　Principles　are　that，according　to　the

reform　bi11，capital　gains　will　be　excluded　from　the　taxable　income　tax，and

instead　of　this，　subjecte（i　to　the　tax　upon　transfers　of　securities，　and　that

the　ten　per　cent　tax　will　be　introduced　to　do　away　with　any　other　t｛1xation

upon　interest　incomes．

　　　We＆1thier　people　will　be　altogether　freed　from　the　net　worth　tax　by

the　repeal　of　the　Net　Worth　Tax　Act．On　the　other　hand，they　will　be

subject　to　an　increase（1rate　of　income　tax　of　sixty　per　cent　on　their　incomes

over　three　million　yen，an（i　sixty一且ve　per　cent　on　those　over　five　million　yen．

　　　The　National　Savings　Bon（i　Act　will　also　afford　much　beue丘t　to　wealthier

persons，bec＆use　the　Act　prescribes　that　purchasers　of　bonds　will　be　allowe（1

to　pay　their　income　tax　or　corporation　tax　at　a　discount　of　a　specified　ratio

in　proportion　to　the　amount　of　bonds　purchased．

　　　Another　noteworthy　feature　of　the　recent　tax　reform　plan　is　that　the

rate　of　the　suger　tax　will　be　raise（i　by　twenty　per　cent，and　the　tax　upon

transfers　of　securities　will　be　restored．
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VI。1嘱07吻o∫乃∬Rθ4％‘’ゼo俗

　　　　The　Govemm♀nt　has　been　keen　about　tax　reductions，and　proud　of　the

recent　reform　bills，insisting　that　they　will　give　relief　to　taxpalyers　to　the

amount　of100billion　yen．
　　　　It　is　indee（1true　th＆t　the　paper　reduction　in　the　letter　of　the　tax　laws

amounts　to　more　than100billion　yen．And　it　is　also　true　that，on　the
surface，there　will　be　no　taxpayers　whose　tax　may　be　increase（1more　than

in　proportion　to　increases　in　their　incomes．But　in　so　far　as　we　take　it　for

granted　that　the　retrenchment　of　Govemment　expenditure　is　impossible，
fa至r　reduction　in　taxes　is　di伍cult。　Tax　reductions　itl　favour　of　capital　ac－

cumulation　m3y　perhaps　mean　an　increased　taxation　upon　those　who　are

deeme（i　to　make　no　valuable　contribution　to　the　accumulation　of　capital
stock．

　　　　As　I　ende塾voured　to　show　in　my　article　publishe（1in1952，the　ratio　of

direct　tax　revenue　to　indirect　tax　revenue　does　not　necessarily　indicate　the

propriety　of　a　tax　system，10but　in　the　light　of　recent　developments，a

declineintherαti・・fdirecttoindirecttaxrevenueden・tesareceding
tendency　on　our　tax　system　as　a　whole，because　direct　taxes　have　been

improved　upon，since1950，at　least　in　comparison　with　indirect　taxes．The

following　table　shows　the　changes　in　the　ratio　of　direct　to　indirect　t＆x

revenues　in　the　National　Budget．

　　　　　　　　　　　　　　　　TableVRatioofDirecttolndirectTax
　　　　　　　　　　　　　　　　　　　　Revenues　in　the　National　Budget

　　　　　　　　　　　　　　　　　　　　　　　　　　（hm血i・ns・fyen）

Tota1 Direct　Taxes Indirect　Taxes Others
Year

Amount Ratio Amount Ratio Amount Ratio Amount Ratio

1920 1，179 100 385 32．7 691 58．6 102
8
．
7

1935 1，202 100 420 35．0 687 57．2 93
7
．
8

1940 4，218 100 2，695 63．9 1，288 30．5 234
5
．
6

1945 11，541 100 7，334 63．5 3，500 30．3 707
6
．
2

1949 636，406 100 344β74 54．1 243，783 38．3 48，249
7
．
6

’1950 570，547 100 313，625 55．0 245，779 43．1 11，123
1
．
9

1951 723，141 100 424，997 58．8 285，921 39．5 12，224
1
．
7

1952 844，041 100 475，615 56．4 352，093 41．7 16，330
1
．
9

1953 859，843 100 455，016 52．9 383，587 44．6 21，240
2
．
5

　　　　（1）Figures　are　shown　according　to　settle（l　accounts，except　for1952，in　which　anticipated

　　　accounts　were　used，and　for1953，ln　which　estimated　accounts　were　used。

　　　　（2）Including　profits　of　the　Tobacco　an（1Alcohol　M：onopolies．

　10M。Kimura，Condltions　for　Direct　Taxatめn，7γ～θノδα7％αJ　of∫hθH5’oな幼αεh5‘4‘α6θ隅y，

Apri1量1952．
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　　　　In　the　bu（1get　for　the丘scal　year，1953－54，the　estimate（i　increase　in

indirect　taxes　is3L5billion　yen，whereas，direct　taxes　are　to　be　decreased

by21billion　yen，as　compare（1with　those　in　the　previous　year．　This　de－

ci（iedly　denotes　the　unhappy　future　of　our　taxation　system．

　　　　Indeed，if　the　decline　in　the　ratio　should　be　compens＆ted　for　by　a　great

improvement　in　direct　taxation，that　would　alter　the　case．But　unhappy

realityisthatthedeclineintherati・・fdirectt・indirecttaxrevenueis
being　accompanied　by　an　unsatisfactory　ten（iency　in（1irect　taxation。

　　　　エhave　repeated　that　the　income　tax　administration　was　far　from　satis一

’factory，especially　with　regar（i　to　the　self－assessed　parts　of　it。　This　tendency

stillpersistsandtheMinistry・fFinanceeachyearisf・rcedt・c・ncedeits

failure．
　　　　Indee（i　the　income　tax　law　has　repeatedly　been　revised　in　favour　of

taxpayers，For　example，the　basic　personal　exemption　was　raised　from

15，000yenin1949t・25，000yenin1950（acc・rdingt・theSh・upP1＆n：
24，000yen）l　to30，000yen　in　April　of1951；to38・000yen　in　Sel）tember

of　l9511to50，000yen　in19521and　by　the　Special　Tax　Treatment　Act　of
1953，it　has　now　been　raise（1to60，000yen．　The　credit　for（iepen（ients　w＆s

also　raised　accordingly　from　l2，000yen　for　each　dependent　in1950to35，000

yenf・rtheGrstdependentand20，000yenf・reach・ftherest・fthede－
pen（1ents　in1953．As　a　consequence　of　these　raises　the　number　of　those　who

are　sublect　to　the　income　tax　is　now　expecte（i　to　be8，307，000persons，

showing　an　enormous（iecrease　compare（1with　the　strikingly　large　number

of21，397，000persons　in　l949．　Those　who　file　retums　will　also　be　reduce（1

in　number　to3，170，000persons　as　compare（i　with　an　amazingly　large　number

of　ll，723，000persons　in　1949、

　　　　This　is，indeed，a　rem＆rkable　improvement　in　the　income　tax．But　if

we　take　account　of　the　pre－war　income　tax，which　I　mentioned　above　as

a　great　achivement　in　our　public五nance，we　shou1（i　admit　that　the　recent

improvement　is　but　triHing・

　　　　In　the　pre－war　perio（1from1934to1936，the　personal　exemption　limit

was1，200yen（yearly）．　The　real　value　of　this1，200yen　is　equal　to我t　least

that　of319，200yen（yearly）in1953，if　adjusted　by　the　Consumers2Price

Index．Inspite・fthefactthattherati・dfdirectt・indirecttaxrevenues
was34。8：57．1in　the　pre－war　perio（i，an（i　taxes　upon　liquor，soft　drinks，

textiles，sugar，tobacco，etc．，were　substantially　heavier　than　now，the　income

tax　must，nevertheless，have　been　far　less　oppressive　for　the　lower　income

brackets，since　the　single　income－eamer　of319，200yen　previously　exempted

from　the　incom　tax　is　now　required　to　pay　more　than54，000yen，that　is

to　say　18per　cent　of　his　revenue・

　　　　As　was　shown　before，business　circles　have　eagerly　requeste（i　a　reduction

of　taxes　upon　business．In　an　excess　of　eagemess，some　of　the　influential

industrialists　and　their　spokesmen　have　advocated　even　an　increase　in　indirect
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taxes to recompense for a decrease in taxes upon business. Such an opinion 

is not frequently expressed, but we may safely say that the underlying 
tendency in business circles is generally in favour of an increase in indirect 

taxes. But it is doubtful whether such an opinion has any justiflcation. 
For the sake of brief illustration, Iet us put aside the effect of all taxes 

other than the corporation and the income taxes. In 1934-36, the reYenue 
of the corporation tax (then the income tax of the frst kind) was 97,111 
thousand yen per year on an average of three years, whereas the personal 
income tax (then the income tax of the third kind) drew 11,089 thousand 
yen. Computing the ratio, we get 46.6 : 53.3. Since the personal exemption 

limit was, as mentioned above, 1,200 yen (yearly) in 1934-36, it may be 
concluded that the personal income tax was, to a great extent, paid by 
those who lived upon revenues arising from property or dividends. In other 

words, the income tax at that time did not afEect the low income group 
of wage-earners. Recent developments in extraction of revenue from the 
income tax and the corporation tax are as follows : 

Table VII Revenues of Corporation Tax 

and Income Tax Comparedl 
(In binions of yen) 

Corporation Income Tax 
Year Tax Withheld2 Self-Assessed3 Total 

Amount Ratio ~~mount Ratio Amount Ratio 
"' 

1947 7.1 9 79.2 91 27.9 32 51.3 59 
1948 27.9 13 190.8 87 76A 35 1 14.4 52 
1949 61.2 16 278.7 82 141.5 42 137.2 40 
1 950 83. 7 28 220. 1 72 1 27.5 42 92. 6 30 
1951 149.4 39 234.5 61 132.2 34 102.2 27 
1952 186.0 40 269.8 60 186.8 41 83.0 19 
1 953 1 70. 1 39 267. 1 61 1 91 .8 44 75. 3 17 
1 Corporations pay a Revaluation Tax of 13 billion yen per year on an average in addition 

to the corporation tax, but we omitted this tax. 

' A Iarge part of the income tax withheld and collected at sources falls on the shoulders 

of the wage~;arner: for example, it is estimated in 1953, 164.4 billion yen out ' of 191.8 

billion yen will be paid by recipients of earned incomes. 

8 Those who are requested to file returns are, in most cases, wealthy people. 

Table VII reveals notable facts, for example, 
(a) that the revenue of the self-assessed income tax has been decreased 

since 1950, 

(b) that the earnings of corporations have been steadily increased, 

(c) and that, despite frequent reductions of the rate of the income tax, 
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　　　　　the　burden　upon　eamed　incomes　has　not　been　virtually　alleviated。

　　　In　this　connection，it　is　noteworthy　that＆1arge　number　of1）ersonal

business　enterprises　has　been　reorganize（1into　the　corporate　form．　There

were　about　ninety　thousand　corporations　in　Japan　in1934－1936．　Since　then

their　number　ha（1been　usually　augmented　by　ten　thousand　every　year．

But　in1947the　number　jumped　from106，000to144，000，in　l948to207，000，

in1949to207，000，and　in1950to230，000．This　remarkable　tendency，
though　slowe（i　down，has　not（1isappea、red。　An　increase　in　the　number　of

corporations　mゑy　be　attribute（i　to　several　causes，but　such　a　striking　increase

as　is　seen　in　Japan　cannot　be　adequately　explaine（i　without　taking　account

of　the　fact　that　the　income　tax　is　more　intolerable　than　the　corporation　tax．

　　　The　great　fall　of　the　self－assessed　income　tax　in　its　importan（le　may，

too，to　a　cousiderable　extent，be　explaine（i　by　the　same　reason．

　　　There　is　unsatisfactory　a（1ministration　of　the　self－assesse（1tax．　Even

the　of6cial　publication　admits・that　only　eighty　per　cent　of　the　self－assesse（i

iucome　tax　will　be　collected　within　the　present丘scal　year，as　c（Dmpared

with　ninety－six　per　cent　of　the　withheld　income　tax．、This　low　rate　of

collection　no　doubt　reveals　on　the　one　hand，the　advantageous　position　of

the　self－assessing　taxpayers，but，on　the　other　hand，it　seems　to　signify　an

unsatisfactory　relation　between　the　tax　of丑cials　an（1taxpayers。　This　dis－

satisfaction　appe窃rs　to　be　one　of　the　important　reasons　why　merchants　an（1

manufacturers　wish　to　reorganize　their　concems　into　the　corpor＆te　form。

In　the　case　of　corporations，the　flat　rate　of　forty－two　per　cent（the　rate　was

raised　in1952from　thirty－five　to　forty－two　per　cent）is　by　no　means　an

insigni且gant　tax　bur（1en　upon　business，but　corporations　can　save　much

trouble　involved　in“negotiating”with　taxαgencies　in　computing　net　profits。

　　　　If　there　is　no　reason，in　principle，either　to　encourage　individuals　to

make　use　of　the　corporate　form　or　to　deter　them　from　using　it，and　if　there

is　an　actual　tendency　for　taxes　to　induce　in（1ividuals　to　utilize　the　corporate

form，then　the　taxes　well　deserve　revision，

　　　　And　iHt　is　true　that　the　income　tax　withheld　and　collected　at　sources，

（圭n　practice，just　like　indirect　taxβs　collecte（i　without　evoking　much　disgust

from　taxpayers）has，on　its　own　accord，an　adverse　ef壬ect　upon　true　citi－

zenship，morale，and　democracy，a丘d　upon　the　principle　of　ability　to　pay
as　our　standard　of　equity夕　玉t　is，surely，not　the　corporation　tax伊but　the

withhe1（i　income　tax　that　has　prior　claims　for　reduction．

　　　　However，viewed　from　the　stan（ipoint　of　capital　accumulation，it　may

be　desirable　that　business’aquire　a　priority　in　tax　reduction。

　　　　The　more　priority　we　give　to　business，the　less　easy　it　is　to　re（iuce　the

withheld　tax戸or　in（iirect　taxes．

　　　　Now，the　banking　circles　have　successfully　urged　the　Govemment　to

reduce　the　tax　upon　interest　revenues　to　such　an　amazing　extent　as　to

allow．b＆nk（1epositors　to　pay　no　tax　other　than　the　withheld　ten　per　cent
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tax　upon　their　interest　revenues．

　　　There　can　be　no（10ubt　that　such　a　great　reduction　of　taxation　will

encourage　bank　savings．But　at　the　sameげtime，we　shou1（i　recognize　that

bank　deposits　have　been　increase（i　without・tax　reductions．　Indeed　it’is　true

that　the　low　rate　of　interest　is　esse血tial　for　a　soun（i　han（iling　as　well　as　a

low　working　cost　of　business，and　tax　reduction　upon　interest　iucomes　will

help　to　lower　the　rate　of　interest，thereby　contributing　the　augmentation

of　Japan，s　stock　of　capital　equipment．But　the　reason・why　the　rate　of

interestishighinJapanisnotsimple．Ahighrateofinterestcannotbe
attribute（i　to　heavy　tax’alone」In　the・prewar　period，interest　payment

amounte（i　to　nearly　sixty　per　cent　of　all　the　costs　of　loanable　fm（is　of

banks。　To－day　the　ratio　of　interest　payment　tσthe　costs　of　loanable　funds

is　only　twenty－five　per　cent』　Such　a　great　dif壬erence　is　largely　due　to　a

startling　increase　i血the　working　expenses　as　well　as　the　profits　of　banks．

If　the　rate　of　interest　is　to　be　lowered，the五rst　step　must　be　to　reduce　the

amount　of　the－se　two　items，

　　　The　banking　circles　make　it　a　rule　to　plea（1that　the　legal　duty　charged

banks　to　make　interest　payment　retums　gives　occasion　to　increased　operating

expenses，but　this　pleading　does　not　seem　to　carry　much　conviction．

　　　From　any　point　of　view，among　the　recent　tax　cut　plans，nothing　is

mor亀absurd翫nd　unjusti丘able　than　the　reduction　of　the　income　tax　upon

interest　incomes　l　a　wealthy　person　who　possesses　deposits　in　banks　or　other

financial　facilities　is　required　only　to　pay　a　flat　rate　tax　of　ten　per　cent

upon　his　interest　income，however　large　they　may　be．But，on　the　other

hand，a　labourer　who　works　overtime　is　force（1to　pay　income　tax　at　the

progressive　rate　of　more　than　twenty　per　cent　at　least，upon　his　overtime

pay，however　small　it　may　be，if　he　eams　wages　exceeding　the　total　sum

of　his　exemptions，1credits　for　dependency，etc．

　　　Although　business　circles　have　not　expressed　their　satisfaction，a　relief

of　about　twenty　billion　ye鐙in　favour　of　business　corporations　wou1（i　be　a

big　win（ifall　to　them．

αン螂Z螂60偽

　　　Atoohastyconclusionwouldleadusinthewrongdirectionwithre－
spect　to　the　problem：which　is　the　shortest　and　healthiest　roa（1to　capital

expansion？　 ・
ノ

　　　・（a）Voluntary　saving　of　individuals　resulting　in　direct　investment（pur－

　　　　　chase　of　stocks　an（10ther　equities　by　savers），or

　　　（b）Voluntary　deposits　in　banks　or　other　financial　facilities　other　th乱n

　　　　　Govemment　savings　agencies　resulting　in　indirect　investment（bank

　　　　　loans，purchase　of　equities　and　bonds　by　banks），or
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　　　（c）Accumulation　of　surplus　reserves，etc。in　the　hands　of　business　con－

　　　　　cems（un（1istribute（i　profits）resulting　in　re－investment　in　the　same

　　　　　place　where　capital　is　accumulate（i，or

　　　（（i）Acquisition　of　public　fun（1s　through　taxtion，public　borrowing，and〆

　　　　　or　receipts　on　deposits　resulting　in　Govemment　investment　in　public

　　　　　enterprise　and／or　public　len（iing　to　particular　branches　of　industry，

　　　　　distinguished　from　sheer　spending。

　　　It　is　true　that　these　four　routes　to　capital　formation（saving　and　in－

vestment）are　not　always　in　confしict　with　each　other．　Route（b）may　well

be　supported　by　Route（c）。　Route（c）can　be　in　harmony　with　Route（（i），

an（1so　on．　But　in　many　cases，Route（（i），that　is　to　say，public　investment

of　public　funds　hεしs　an　adverse　eHlect　upon　other　routes　of　capital　formation・

And　we　may　well　maiptain　that　each　route，of　its　own　accord，affects

somewhat　differently　the　economic（ievelopment　as　well　as　the　in（iustrial

structure　of　a　country．

　　　Viewed　from　another　angle，this　also卑eans　that＆given　state〔）r　stage

of　economic　development，an（i　a　given　structure　of　in（1ustry　is　apt　to　give

a　preference　to　a　particular　route。

　　　As　was　explained　elsewhere　in　this　article，11Japan　is　a　country　where

govemment　had（a丘（i　perhaps　has）playe（i　an　important　role　in　investment

for　many　generations，while，on　the　contrary，in（1ividuals　have　he1（i　less

bonds，1ess　stocks　an（i　less　equities．　If　we　dare　to　arrange　the　routes　of

capital　expansion　according　to　the　degree　of　importance　that　each　of　them

has　possessed　in　the　economic　development　of　this　coロntry，ranking　will　be

五rst，Route　（d），second，Route　（c）　and　（b），an（i　third，Route　（a）。

　　　As　I　have　in（1icate（1repeate（ily，the　Shoup－Plan　attached　much　impor－

tance　to　Route　（a），　that　is　to　say，　it　asserte（玉that　capital　accumulation

was　to　be　attained　most　normally　by　way　of　individuals？saving　and　indi－

viduals，intelligent　investment．In　reality，the　practice　of　ho1（1ing　stocks

has　not　yet　mature（i　among　people　of　this　country。　In　genera1，th（レse　who

save　their　money，prefer　to　go　to　the　savings　account　windows　of　banks　or

post　of丑ces　to　deposit　it．　Only　restricte（1circles　of　wealthy　people　have

used　the　facilities　of　stock（iealers．

　　　It　was　due　to　a　large　amount　of　deposits　that　big　banks　were　able　to

wield　great　inHuence　upon　business　concems　in　the　pre－war　perio（1．　Bankers

are　now　doing　their　best　to　recover　from　the　great　loss　of　their　authorit夕

cause（1by　Japan7s　defeat　in　the　last　war．

　　　Route（c），that　is　to　say，accumulation　of　eamings　reserves，etc．seems

to　be　the　most　favourable　me＆ns　of　expanding　capital　stocks　of　equipment

in　that　the　owners　or　directors　of　business　concems　can　make　use　of　the

accumulate（1reserves　at　any　time　an（i　in　any　way　precisely　in　accor（iance

11 ee　above7PP，20－25。
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with　their　decisions。　To－day，when　the　ratio　of　investors’capital　to　creditor’

capital　is　extremely　unfavourable　to　the　former，the　necessity　to　increase

reserves，in　principle，can　not　be　denied．But　at　the　same　time2what　is

noteworthy　is　that，if　a　large　enterprise　of　a　monopolistic　type　can　enjoy

greater　concessions　in　taxation　with　regar（i　to　its　accumulated　reservesコ

there　will　be　a　greater（1anger　of　their　being　investe（1in　the　wrong　way．

　　　Much　of　the　recovery　of　this　country　has　been　due　to　American　aid，

and　to　the　subsequent　fortuitous　economic　windfall　of　the　war　in　Korea．

Thanks　to　the　greatly　increased　war　procurement　demands　of　more　than

790million　dollars　in1952，Japan　has　compensated　for　the　adverse　balance

of　trade　amounting　to430million　dollars，and　moreover，has　increased　her

economic　activities　in　every　respect。

　　　But　this　is　but　a　superHcial　thriving　on　a　flimsy　foun（iation　of　temporary

economic　windfa11。With　the　end　of　the　war　in　Korea　virtual　realities　are

now　being（1isclosed．The　business　circles，while　demanding　tax　cuts　in

favour　of　business，and　retrenchment　of　govemment　administrative　expendi－

ture，are，at　the　same　time，covetous　of　another　market，whether　foreign

or　domestic，in　subs砒ution　for　procurement　deman（is，an（1are　expecting　that

the　Govemment　will　embark　on　a　re－armament　programme　sooner　or　later，

which　will　provide　a　large　market　for　munitions　an（10ther　war　products，

an（1will　give　munition　industries　the　benefit　of　public　len（iing。

　　　What　is　necessary　for　us　is　not　the　expansion　of　capital　equipment

that　is　use（i　only　to　pro（iuce　goods　no　one　but．the　Govemment　purchases，

but　the　formation　of　capital　necessary　to　produce　goods　that　can　either　be

bought　by　individual　consumers　or　be　exported　abroad．If　the“endogenous”

（iemand，whether　foreign　or　domestic，is　not　enough　to　maintaiu　the　pro－

duction　of　goods，the　in（iustrial　structure　will　be　warped，　And　an　undue

concession　to　capital　formation　would　impair　the　expansion　of　the　endogenous

（iemand．

　　　The　recent　tax　reform　tends　to　adhere　to　the　pattems　of　capital　ac－

cumulation　which　were　prevailing　before　the　unconditional　surrender　of1945．

The　Shoup　Programme，which　was　proposed　in　the　hope　that　Japan，if　she

so　desires，may　wit璋n　a　few　years　have　what　would　be　the　best　tax　system

in　the　world，is　now　undergoing　grave　modiHcations，in　the　name　of　capital

accumulation．
　　　　It　is　extremely　di伍cult　for　Japan，overpopulated　and　scant　of　resources，

to　accumulate　capital　without　resorting　to　taxes　upon　the　labouring　masses，

an（i　to　govemment　investment　or　lending．But　one　thing　is　obvious，that

we　must　be　cautious　enough　not　to　allow“capital　accumulation，’to　become

＆hypnotic　spell　potent　ellough　to　deprive　persons　of　their　due　consideration

of　the　other　objectives　of　taxation．
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