Digest of Statistical Research

In place of Quarterly Economic Review, we are going to devote this
space from this number to the digest of important statistical researches

. of our Institute,—— Editors

The Relative Share of Labor Income

in Japan

I Labor’s Share in Manufacturing

Although the annual rate of the growth of
real income in Japan since 1900 was estima-
ted as 3.7% or thereabout, the curve of indus-
trial production was even more sharp, i. e., it
amounted to about 99, surpassing by all
odds the growth rates of the industrial volu-
mes of production in various countries (e. g.,

U. S. A.=4.19%, Germanyv=3.49, U. K.=1.69%,

during the period 1870—1914, computed by Jan
Tinberg*en). Was this prominent tempo of in-
dustrial expansion in Japan endbled by such
an extraordinary low labor’s share of income
as to bring forth a high rate of capital accu-
*mulaticrh? Our statistical analvsis starts out
from such a 'theoretical expectations,

We have already several researches in the
income distribution in the industrial sector,
which are not alwavs accurate and correct.
For instance, . JH( calculated the rate of
surplus value —%}- (1931=2519, 1937=23809)
too high by excluding a salaried income from
the variable capital V. Prof. Hijikata overesti-
mated the labor’s share (1919=709%, 1930=79
%) by assuming a too high proportion of
wage and salary earners to the total working
population.

Our studies will be commenced from inter-
country comparisons of labor’s share compu-
ted from the census of manufactures of each
country. The figures in the table are not in
themselves perfectly correct, but shall be ade-

quate for the purpose of comparisons, The
following points should be noticed in making
comparisons :

Inter-country Comparison of Labor’s
Share in Manufacturing

|
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1-;29: ud| w4 a7t Y K %
1931 | -_15.5' 394 | — | — | = | = | —
1933| 350 | 29.7 | 445 | 474 | — | 515 | 499
1935, 37.2 | 31.5| 516 | 485| — | 514 | 50.5
1937| 37.1 | 304 | 51.0 | 47.9 | 510 | 565 | 52.0
1939| 298 | 257 | 519 | 482 | — | 57.8 | 42.2
1945 — | — | — | 518 530 | 60.1 | 58.4
1946| — | — | — | 502 516/ 590 577
194?‘ e ] 833 == | ==

1. Sources of Materials: Japan—» “Census of
Manufactures” (Kogyd-Tokeihys); America—
— * Statistical Abstract”; British Commonwe-
alth ——= “ Statistical Abstract for the British
Commonwealth, for the years 1933 to 1939 and
1945 to 1947, seventieth Number (Board of
Trade).

2. The Labor’s shares are derived by dividing
the wages and salaries paid by the added
value. Depreciation charges are excluded from
the added wvalues in Japan but included into
them in the cases of other countries.

3. Japan I — Miscellaneous expenses (estimated

as 5% of the value of products) other than
materials, fuel, electricity and gas used are ex-
cluded from the added values.
Japan Il —»The above items are included into
them, This should be used only for the Inter-
national comparisons, because the relative
shares in the other countries are calculated on
the same basis.

1). Only in the case of Japan, the deprecia-
tion charges are excluded in the calculation
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of the value added by manufactures, making
our estimate of Iabm’s_ share only slightly
larger than that of the other countries. 2),

In addition, in the Japan’é case I, the miscel-
laneous expenses (estimated as 59% of the
value of products) are excluded in the calcu-
lation of the added value. Although this esti-
mate is likely to be more close to the true
value than the estimate II, we think the esti-
mate II, which is not modified by the above
items, should be used when the intercountry
comparision is made. 3). In other countries
the salaries paid are the results of the census,
but in Japan's case, the salaries paid are es-
timated as 209 of the wage-bill.

From the above table the conclusion is de-
rived to the effect that the labor’s share in
Japanese Manufacturing is of by far the low
level compared with those of the other count-
ries, and in the thirties the labor’s share
- follows the trend-like course of decline. In
the Japanese economy in the past, however,
owing to the fact that the wage fluctuation
was more sticky than any other country, the
labot’s share was apt todecline in the period
of price rise and to rise when prices fell. In
fact in the twenties, the ratio of wage-bill to
the value of products was fairly higher (Com-
pare Table 7, p. 130 with Table 5, p. 127). In
other woids, the labor’s share in the manu-
facturing showed a cyclical variation in the
past, which seems to be more conspicuous than
any other country. Consequently, in the pe-
riod of price decline (especially in the twen-
ties), the level of Japanese labor’s share will
be expected to be fairly close to the level of
U. S. A. and the other countries. The results
computed from the data of Prof. Yuzo Yama-
da (Table 4, p. 125) (which are based on the
assumption that the ratio of net to gross

products is constant) shows that the labor’s
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share was on the average beyond the level of

409¢. But when the observation is made for

.the whole period which includes both the

phases of price rise and decline, we may con-
clude that the level of the labor’s share in
Japanese manufacturing, is internationally
low, 1l.v.]:u'f.::h encouraged the high rate of a
capital accumulation and the rapid tempo of
industrial growth.

The exchange devaluation in 1932, encoura-
ged in fact the export, but it was accompa-
nied by the price rise of imported raw mate-
rials, thus forcing down the ratio of net to
gross value of cnutput(—%‘}substahtia]]y, (35.3
9¢ in 1932 to 27.69% in 1937). Inasmuch as the
general level of wage rate was almost cons-
tant during this period, the ratio of labor

[ W

income to the value of.prodﬁctsk-T—)dmreaﬂed.

But as the decrease of -%— and E’I“:T_ was nearly
to the same extent, E—(=¥— —%-)was nearly
constant during this period (Tahble 2, p. 124).

Next, let us analyze this tendency with
respect to the textile industry. In the textiles
industry, the value of pifoc:lucts increased by
929% and the volume of production by 309Y%
during this period, but the added values sho-
wed only 69§ increase. Consequently, the ratio
of net to the gross products decreased from
26.99% in 1932 to014.9% in 1937. The rate of
decline of this ratio amounted to 459% in the
textile industry, which was two times as high
as the decline rate in the machinery and
equipment industry (229 ). This was the re-
sult of the impact given by the aggravated
terms of trade upon the price-cost structure
of our textile industry, which is obliged to
obtain a substantial part of its raw materials
from abroad. On the other hand, the wage-
rate of unskilled worker (e. g., the female
worker in the cotton-spinning industry) was
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more sensitive to the cyclical fluctuation than
that of skilled worker (e. g., the male worker
in the machinery iﬁdustry). In consequence,
the wage-rate index of textile industry fol-
lowed a somewhat upward courve, in spite of
the gradual fall of the wage-rate index of
machinery industry. Being attacked from two
sides by increased prices of raw material and
wage-rafe, the wage-bill-net income ratio (ex-
cluding salaries paid) rose from 319% to 40.6%
during this period. The upward change played
a role-enough to maintain the relative share
of 19.1:-01'. in the whole manufacturing intact,
by offsetting the downfall labor’s share in
the metal industry (28.6% to 23.49%) and the
machinery and equipment industry (33.29% to
28.59¢) (Table 5, p. 127).

It has been generally believed that the rate
of exploitation in the Japanese textile indusl-
try is conspicuosly high. The wage-bill-net in-
come ratio, shown in the following table, ho-
wever, exhibits the opposite result, because
the wage-bill ratio in the textile industry is

extremely high as compared with the other

industries. This is the phenomenon caused by
the low product price due to the severe com-
petition with the foreign countries, on the
one hand, and by the high cost of raw mate-
rials due to the aggravated terms of foreign
trade, on the other hand, notwithstanding the
cheap labor in this industry. In addition to
this, high cyclical flexibility of wage-rate of
cotton spinning female workers, made the
fluctuation of the labor’s relative share consi-
derably large. On the other side, the labor’s
share of metal and machinery industries shows
a steady decline owing to i'nﬂexibility of the
relative wages of their skilled workers, (Chart
1 and 2, p. 129).

Labor’s relative share-v—'rmoves as a com-

Y
bined result of the respective changes of both
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Ratio of Wage-bill to the net income

T Mach- Chem™ Com | mocrid Tood |
indus- | indus- | indus- | indus- | indus- indus- |
Itry ftry try jtry |try - |try

%1 % | % | 53: %1 % |
1929| 365 296 17.7| 369 | 492 111

1932 286 332 161 zmi 3.0 108 |
| 308 | 406 101 |

the ratio of net to gross output g and the .

ratio of wage-bill to the value of products

j;r_ « Therefore, the anlysis of %— is also ext-

remely important. The change of ,—% of the
whole manufacturing, however, can be segre-
gated into the two separate factors, i. e, the
change due to the causes in the respective
industry proper, and that due to the shift of

industrial structure. The actual change of ¥

in the manufacturing industry as a whole
was 24.59¢ from 1932 to 1937, but the

-

change of % due to the causes in the respec-

tive industry proper alone could be derived,

PR 4 3 v . .
if —='s in various industries were averaged,

T .
taking, for instance, industrial structure of

the value of products in 1929, as a constant

weight., They were 28.79%. Consequently,

: . 1—0.245
by simple calculation T — —c-=1.0585, we can
deduce that the rise of ~-by+5.85% is ge

nuinely due to the change of industrial stru-
cture. During this period, the proportion of

g . . Y :
‘light industries whose o were relatively low,

shrinked, and the proportion of heavy indus-

tries whose _¥_ were relatively high, expan-
-

ded, thus raising the aggregate % by 5.859%.
In other words, in spite of the potential fal-
ling tendency of ¥ by 28.79%, % fell, as a
matter of fact no more than 24.59% owing to
the heavy industrialization. (Table 6, p. 128).

The change of wage-bill-net income ratio

%‘ does not exhibit any difference whether it



— 176 — s o
~may be an actual figure or an averaged one

by fixed weight. (Table 6, p. 128). But we
should not. overlook the exact counterbalance

existing between the rise of 1'; in the light

industries and the fall of —gi— in the heavy

-

industries during 1932—37 period.

Now let us return to the above table. The
" labor’s share in the chemical industry is rela-
tively low, but this seems to be common phe-
nomenon in every country. In fhf: food in-
dustry, however, l;f— is extremely low. The
first reason is that sake, beer, sugar and etc.,
were subject to heavy taxation, so that the
tax to be transferred to consumers were invol-
ved in Y—W. The second reason is that the
Japanese food industry stood at a more or less
favorable position, because the relative prices
of rice, fishes, fruits, etc.——the raw materi-
als of such industries——, were especially
low., |

The comparison of wage-bill-gross income
ratio between Japan and U. S. A. will eluci-
date the above points more clearly (Table 9,
p. 133). In making this comparison we do not
exclude the depreciation charges from the in-
come so as to be able to compare with each
other on the same common basis. Moreover,

we overlook the salaries pa;-;mll. In the first
place, -:;:':— of the food industry was 10.2% in
Japan {:.1929), but in U. S. A. it was but 26.9
96in 1929, and 28.49% in 1947. On the other
hand, —%\— (in this case Y=gross income) was
299 in U. S. A, (1929), amd 40.59% in Japan
(1929). These results will support our above
expectations, |

On the other hand, -—}l{ in the textile indu-
stry was 4479 in U. S. A. (1929), but only
25.5% in Japan (1929). Relative high prices
of textile raw material in Japan is r%gected
T

in these figures. As a matter of fact, .- was
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somewhat lower in Japan (1929) than in U,
S. A. (1929), but when compared with the
Japanese other industrieé, it remains still hig-
her,

With respect to the metal and the machinery
industry (1929), ;V" in Japan was 33.6.9 and
289 respectively, while in U. S. A. it was
41.49% and 43.29%. This shows that in Ithe
heavy industry too —g— was lower in Japan
than in U, S, A,, reflecting in part the almost
non-existence of trade unions in the past
Japan. (e .

The wage-bill-gross income ratio in the
whole manufacturing (1929) was 36.5% in U.
S. A, and 27.89¢ in Japan. However, when
American 1‘.;? is recomputed, taking the Japa-
nese industrial structure as the weight, 36.5%
will amount to 36.89% with only a slight

change, but if, to the contrary, the Japanese
% is recomputed taking the American indus-
trial structure as the weight, 27.8% will rose

to 30.2% with rather a marked change.

Thus even if we compare 1%'1 of both co-

untries in 1929 (a }*eaf when %—T- was relati-

‘vely high in Japan), Japanese labor’s share

: N W .
is still lower. When we compare .;; during

the price rise period, the difference will be
much greater, The low labor’s relative share
in the Japanese manufacturing is, indeed, an
undeniable fact, although this is often exag-
gerated by such Marxian economists as [ A4
and S. Uesugi. (by Miychei Shinohara)

II Agriculture :

Many writers!) have argued that the agri-
culture played on important role in the capi-
tal accumulation in Japan, i. e, a part of

—

1) For example, see Mr. Bruce F. Johnston,
Agricultural Productivity and Economic Develop-
ment in Japan (Journal ¢f Political Economy, Decem-
ber 1951) , .




April 1952

profit derived from the increase in pmdu}:tb
vity in agriculture was siphoned off by heavy
land taxes and rents and was reinvested ma-
inly for the industrialization of Japanese eco-
nomy. .

In this paper, as the first approach to this
problem, we have attempted to estimate la-
bor’s relative share in Japanese agriculture
over the periods of 65 years (1878—1942),
compare it with that of U. S. agriculture and
make some analysis of its long-runtrend.
Labor’s Relative Share in Agricultue

~ Japan Japan | U.S, .&.*!
1878-82 | - 42,695 1913-17 | 52.805| . 5509
1883-87 | 484 | 1918-22 | 487 58.3
1888-92 | 460 | 1923-27 | 411 59.5
11189297 | 427 | 1928-32 | 444 61.3
| 1898-1902, 499 | 1933-37 | 46.1 62.7
1 1903-07 | 482 | 193842 | 533 64.9
1908-12 | 524 |

* Data are from Prof. D. Gale Johnson, Alloca-
tion of Agricultural Income (Journal of Farm Feo-
nomics, November 1948)

Tt 'shnuld be noted that the method of our

estimation is based on the assumption that

labor-income can be estimated by deducting
the land-income from the total agricultural
net income. : -

In this case the land income will be impu-
ted not only to the tenant lanfls but to the

non-tenant lands.’

Résumé of Artilees -
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Labor’s relative share in _Ial;;an was lpwer
than that in U, S., and the difference of their
levels may be due to the difference of the popu-
lation pressure and the growth rate of pro-
ductivity in agriculture in both countries. We
did not treat the recent situation in Japanese
agriculture after the land reform, but hereaf-
ter, higher labor’s relative shares may be rea-
sonably expected than in the past.

It is observed that labor’s relative share in

Japan had changed cyclically and the share

in U. S. increased year after year. The inc-

rease of rent has a general tendency to lag
behind the steady increase of productivity, so
that labor’s relative share will raise up gra-
dually. In the case of U. S. agriculture, this
Jaw was fully valid for the whole periods
while in the case of Japan it was only wvalid
throughout the earlier four decades. After
1917, labor’s relative share decreased, and in
the period of the world depression it retur-
ned to the average of 1878—97 figures. This
reduction may be based on the increase of the
so-called disguised employment in agriculture.
But in accordance with the recovery of the
urban employment, labor’s relative share inc-
reased again and reached about 53% under
the impact of the war economy in Japan.
(by Mataji Umemura & Tsutomu Noda)

Reésume of Articles

TAKAHASHI, Chotaro “ Relative Sha-
re and Redistribution Effects”

In considering changes and the cause of
changes, in the shares of the national income
of a community, absolute and relative shares

must be Stud_ie:i together, The Theory of Dis-
tribution has been a study of determination
of factor prices, but it is not sufficient to
answer the question, what are the causes of
the determination of the absolute and rela-



