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ON THE LIQUIDITY OF INDUSTRIAL
' ENTERPRISE | 2R

By ICHIRO OTSUKA

o 1 FOREWORD B B
Among the various mdustnal and economlc phenomena
~attendant on the process/ of war economy, which, seen from |
. the angle of such economy, are entitled to special treatment -
- and study because of their. inherent practical imiportance but
- which .in actuality . have not yet received such treatment, 1s‘
- found the phenomenon of the liquidity of industrial enter-

. prise. True, this phenomenon is nothing new, for- it has

. remained one of the practical economic problems becanse of
L ts very ‘'nature from the remote past, since the days when
national economy-.. of c1rculat10n structure and ‘business
organization of market productlon began. . This is especially
0 in the case of the _banking business. -However, the fact
stands that it is only in Germany that it has been recelvmg
special treatment as a general economlc phenomenon in all
branches of industrial enterprise and as a problem of the
sc:ence of business management. .

, . Now, the viewpoint from which thlS phenomenon is -
"" taken up by the science of business management in Germany
is identical in hature with that from which. it is observed in
practical economic life. In other words, the German science
of industrial management defines industrial enterprise as an

o _orgamzatlon unit of circulation economy having as its highést

5 task the persuance of the hxghest possible profit-making, and
. this deﬁmtlon embraces the -view that the form of its funda

- mental existence is determined from inside industrial enter- -

‘prise by two opposing demands, ‘namely seécurity for its own
ex:stence and the mamtenance and expansron of 1ts yleldmg



power Some scholars show a degree of dlssmﬂarlty in tone
but such is the1r fundamental attitude common to all.’ ThlS
) scholastlc att1tude is bound to make the composmon of the
_ property of an industrial enterpnse and its capital the object .
" of anm analytical examination on-the basis of these two: op-

science is the . €économic interests. of private economy.  To
. speak more concretely, only the economic” standpoint of -
. individual credltors against industrial enterprlses and that of -
. the existence- and profit-making of enterprises - themselves
" “‘caused the science of industrial management to take up the-
.. liquidity of industrial enterprise as a subject of its-study.

" advance its treatment of this phenomenon as well "as other
general economic phenomena beyond such a traditional
. attitude- and its restricted vision. - A new ‘development must.
be shown as regards the viewpoint from Wthh the llqurdrty
- of mdustnal enterprise should. be observed.-
. The intensification "and prolongatlon of war in scale and
" duration must brmg the realization that the -two greatest
. ‘task§ of war economy, namely, the" preventlon of price mﬂa-
. tion and production expansion can only be glven thelr solu-

and qualltatlve fields of vision. In actual practice, ‘only the

;"rate, the war- economlc significance of, consrdermg mdustrlal
i‘enterprISe in its monetary relations will be often neglected. .
‘or _even at.times. positively " rejected. : However, it will be "
}mcreasmgly recogmzed that the fundamental need of solvmg
the problems of war economy w1]l reveal the truth that the
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C posing demands. The existing Gerrnan science of industrial'
management -has found the liquidity of industrial enterprise:
in such a field of vision. The main stand taken by this

However, present-day science of industri_al rnanagement must .

tion essentra]ly in theit close relatlons with the mdustrlal T
‘ ‘,management ~The- problem in this wise. will be taken up at .
'the outset as a hrghly techmcal issué.  This means that its )

prvotal point is grasped only w1thm material and quantltatlve,'“

A\

‘,problems of resulting quantlty and quahty are mainly taken_"_- e
up as 1ssues while means employed and methods adopted are’
‘apt to be grven a c0mparat1Vely slight consideratlon At any. -

1
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r:oncrete solutzon of the problems has a- phase whlch can

never be explamed adeQuately by the mere observatlon of
quallty and quantlty -involyed, because it is closely bound
up -with. the mdustrlal management ds'a whole.. It will be
observed “that there exist -economic’ problems monetary

rrproblems in’ partxcular, ‘ around mdustrlal enterprise. - We

have reached the .stage- where due recogmtlon is’ about to
-~be given to the fact that the . realization' of . productron ex-.

‘pansion is dependent on the h1gh degree utlhzatlon of various
 means of productlon as’ Jts prlmary requlslte We are - con—

stramed {0 ask the. questlon "as- to how the various means

" of productlon in the mdustrlal enterprise can be. utilized ‘in

order -to’ assure the highest ‘possible industrial eﬂic1ency -An
exammatlon_ of this problem will prove the key -to the solu-
tion of war production. -From the same standpoint, a re-

_examination must be made into the treatment of .various.
_ problems attending on industrial enterprise. When- the

matter is regarded from 'its economic relations only, ‘it will:
be found that the predllectlon observation from quantlty
must be supplemented by an. observation of monetary -eco-

“'nomy s an important -issue. As has "been already pointed

out, the liquidity of mdustrlal enterpnse has been taken up -
mainly as a problem concernmg the interests of 1ndustr1a1
capital: But “the time has come when it. must be asked
whether or not this prob]em ‘may not contr1bute to the
“solution of the urgent probIem of production -expansion, as

all means of wartime production. must be strengthened.

Thus, a new vista is about to be opened up for the liquidity
of mdustrlal enterprise. Thus, it is evident that it will give
r1se to various new econemic problems of utmost 1mportance

‘but their profound investigation' should be preced by the
clarification of the concept of the liquidity of industrial eater-
_ prise, especially in view of the fact that there has béen no -
. definite concept regarding this matter. It is the purpose of
~‘the. present article to consider the problems of - this concept.
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’ 2 POSSIBILITY OF THE CONCEPT OF THE
’ LIQUIDITY OF INDUSTRIAL ENTERPRISE

Because of the German word & qumdltat ! sorne scholars-

"

- in ]apan use the word * fluidity "’ in referring to the 11qu1d1ty

“of industrial enterprrse but I am convinced that the term
“ liquidity ' is'a 'more fitting word to de51gnate this economic
- phenomenon. I shall first con51der how. this concept ‘came

to be formed in the composxtlon of industrial life.

The essence of industrial enterprise lles in its being a- -

kind of an economic unit'structure whlch extsts in the en-
vrronmenIs of national economy, presupposmg environmental
demands, and having as its highest task the continued

. realization of an independent and accounting product1on, in -

order to meet these demands.” The life of industrial enter-

"prlse as such is regulated by its essence and begins when -

a definite amount of economic -value as a basic means of
productlve process. in an individual accounting ownershlp

organization of circulation economy mechamsrn, is accomo-.
_ dated from some outside lndIVJdual organization, reservedj
and offered for use. This economic value which prlmarlly- o
" conditions the objective ex1stence of mdustr:al enterprise is

called- capital of enterprise. -
i Now no word " is- more varlously deﬁned in economlc
 science and economxc common sense than this. word Mam

fold indeed are the ‘works on the criticism and clarlﬁcatlon .
of ‘the term *capital” both- hére and abroad. However, .
_ these dwergent views may. be grouped info two le:Slons or .
- types when they. “are classified accordmg to the econormc o
' .‘?funct:on of capltal The first group regards the functlon of

cap:tal as a means of proﬁt making, whlle the other con-

. suders ‘it as that of productlon ‘The- latter. regards capital -

. asa productlon means havmg as its unavoidable prerequlslte -

~its own dlsposmon of preparatlon as a. spec1a1 econdmic use, .

. so-that’ both the productlve use: of permanent materials; S
»(whlch ‘are productlve means. requiring: the lapse of time for - .

its complete eﬂicacy) and the executzon of productxon (also

-~
' o .
. - -
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) requlrmg \fi'e lapse of tlme for 1ts completlon) may become
Z‘,(posmble In- other words, this view consnders capital as ‘an
'=l economxc value of abstract form which ‘is. a: fundamental .
“‘factor for enablmg the real and- effectlve use, utlhty and dis-
'-“'.posmon of wvarious . special means’ ‘of - production siich “as
- machmery, raw materlals and labor, although capltal 1t5elf
. is Tiot such a concrete means of productxon If this view
) of ‘capital is ad0pted, .its -econoniic function- beyond the '*
Lo restrlctlon of the so-called cap1tahst1c productlon composition .
{Ahavmg as _its hlghest and -primary object the self-expansron :
o of 1ndmdual capital, ‘will be ‘recognized. - This meamng of
-~ . ..capital .was -in ‘mind when I stated that the lif€ of an in-
dustrial : enterprlse begins when a definite amount of capital
is reserved and utilized as a means of productlon ‘which is -
carrled -on thereln in an mdmdual accountmg ownershlp :
oo 'orgamzatlon ;' ‘ . ‘ : :
‘ - - Although capltal is a productlve means which funct:ons
: -"as a basic. factor enabling through- its disposition and use -
"~ - the productive combination of various definite and - concrete
. "means it does not itseif functxon as a technical means ‘which
is- restrlcted by some mtrmsnc definite and concrete form.
L The real substance of capltal is no other than an_economic
e vaIue of abstract form. - When capital havmg such a quality
as noted above is utxhzed and reserved by an accounting
orgamzatlon of individual ownershlp Wthh is the. place of

: productlon in the first stage of the formation of an mdustrlal

‘ 'enterprlse, it is supp]ned essentially to that organization by-
- 'some other outs:de agency. -It is lmmaterlal whether or not

- such an outside orgamzatlon which supplles capltal is con-—
trolled by the ‘organization wh:ch receives it. . At any rate,
all . basw industrial capital is supplied to ‘An accounting
'orgamzatlon of 1nd1v1dual “ownership by another agency-

- which 'does not beIong to the former organization. When
'capltal 1s supplled in this wise, it usually takes the form of
money. 'Ihls is because money .functlons as- a general

- medium " of exchange or as a general means of payment in
~ the case of the shlftmg of value between different mdmdual
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‘ ,economlc orgamzatlons, although capltal is s:mp]y an eco- -
- nomic productive factor in its essence and is not restricted
in 'its existence by any deﬁmte or concrete form. . Thus in -
- the first stage of the deve]opment of industrial life or in the
. first process of industrial exparision, capital in monetary form =
s supplied from outside economies to a partlcular_ accounting

- organization of individual ownership to be utilized thereby.
Fhe outside economy which supphes such capital may be
either an industrial orgamzatlon or dOmEStIC organization and

is not necessarily of one form of orgamzatxon But what is
important in this connection is the fact that, when a definite
amount of monetary ‘value lS supphed to an industrial enter- -
prise by.some outside economy as-capital, it is.not supplled'
to_counter some offer made by that-enterprise. _
. To.this statement, some may object saying that CaPltal '
is supplled as a counter offer to the payment.of interest or

“profit by an industrial enterprise. - But it is.clear that counter - - - :

‘offers in snch a sense are no other than the use of  capital,
that is, the disposition. of capital in. some interval ; and the
original amount of capital never is supplied to an industrial
: enterprlse in_ any relations of cancellation against the offer B
. of any equlvﬁlent value. Therein lies the important feature
- or charac:erlstlc of the payment relations of 'capital,. unlike
other paynient relations among different economies. ~ Thus,
when capital is supplied to some industrial enterprise, whe-
- ther it be its own- or otherwise, that enterprise bears the
liability -in an economic sense against that capital. In other
words, that enterprise must return that capital in some form
to its original possessor within some perlod of time. The
period may be limited or unlimited but in all cases the ac-
comodation of capital means the shouldering of 11ab111t1es for
industrial enterprises. This is a common phenomenon for
all enterpnses in which capital is mvested The ‘difference -
between ones own' capital and ‘some other s-capital is seen
not only in whether or not its orlgmal possessor I8 the same
_ as the subject of an industrial enterprise but also in the fact
‘that, whéreas thé period .of the disposition of -capital given - -
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Cto” an 1ndustr1a1 enterpr1se is lndeﬁmte in the case of the' "

- former, it is limited in the case of the latter. At any rate,
basw capltal (exceptmg ‘sélf-accumulated reserVes and surplusr_}
L capltal) means indebtedness: . Consequently, to posSess capa--'-"' .
eity for outside payments regardmg -capital is an essentlal"

B condition shouldered by an industrial: enterprise. " This is
clear enough in the case of an outsuders capltal but seen’ .

‘from the. essence of economic relatlons, se]f—possessed capital
cannot escape the same condition. -The return of capltal or
1ts w1thdrawal from an mdustnal enterprlse must essentlally
be made in monetary from as in the case of -the accomoda-
- tion’ of capital. “In short, the reservatron of capital is the

“first condition .of the formation and existence of‘ an industrial
enterprise’; and the reservation of capital, the -accomodation
" of outsider’s capital in particular, places the liability: on the

enterprise to make payrnents to the source of its original .

- supply by~ monetary means within some period of ‘time.

We have above seen the fact that an industrial enter-
prlse is_subjected to monetary conditions regarding its capital
from the first stage of its formation and establishment. - Nor
"are such conditions. limited to the accomodation of capltal
We have already seen that the accomodation of capital is .

“made by means of monetary form which is a'general means
- of payment. - Now, it should be noted that monetary. capital
. possesses the highest degree of abstractness among all forms
~ of capital. For this reason, when an industrial enterprise is *

‘in the stage of reserving its monetary capital, it 'has not yet
‘possessed any, concrete and positive character but remains
only an abstract debtor. . In order that capital realizes its
essence and an enterprise displays its productive function by

- developing its concrete substance, it is necessary that mone-

tary means .should change its character and should be utilized

- as a condition of complex and various concrete productive
" méans and their combined use. In other words, unless the-
_ accomodation' of productive means ‘and “its ‘united use of
‘ " various concrete productive means should be made with the

support of capltal the concrete development of an industrial
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enterprlse would ot - be reallzed Some of the scholars of ‘

:~ the- smence of industrial management regard an 1ndustr1a] '

'_V}'enterprlse ‘as seen from the ‘above abstract and negatlve o

phase,” as an intrinsic enterprise (Unternehmung) ~" These
L ;J_scholars considér such an “enterprise as not being a concrete '
-',busmess economy and thus distinguish between an enterprise.
and ‘concrete busmess organization. I cannot share in their
~ opinion ‘bécause. of “its” aver-abstraction of the form of the
: concept of enterprise. 1 realize that the concrete realization
‘of an industrial enterprise would not be possible, unless the
“capital of an enterprise should develop into'varions, definite

' -and concrete forms from its monetary form. An enterprise -

‘insuch a ‘state has only a negative existence as an organiza-
tion for bearing liabilities to outside economies and does not
have any positive substance of an organization charged with
the task of productlve realization, because there is not yet

‘any concrete .and positive process of productlon«developed‘ -

. The existence of a concrete industrial enterprise begins with
: the accomodatxon of various concrete forms of productlve' '
. means and with their combined use. ' '
Now, it will be-noted that the form of deveIOpment for
capital from its monetary _fc form to divergent definite forms
in the process of industrial production is in a. circle instead _
of a straight line. For at the time of the establishment or

- expansion of an industrial enterprise, money secured in the .

. form of accomodated capltal is used in getting from some

" outside economy such productive means of definite functions
as personal, material, ﬁxed or fluid, tangible or intangible
means. All this’ means that the capital is- changed into
"-‘varlous means of productlon in the first stage of its indus-

* trial  transformation. These means of production will be
utilized in combined forms of various descriptions according
. to the respective characteristics of different branches of in-
- dustry under-an industrial enterprise. In this case, part or
~ the whole of capital value participating in these means of
production will move into the newly created products. In -
: qther: words, the existence of capltal functions as an econoinic -
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o ba51s for mamtamlng products w1thm the enterprrse With-~ *

out capltal or if Jack:ng suﬂicrent amount, part or the whole . - '_
o of products cannot femain for a smgle moment in - the in- --

S dustrla} enterprlse whxch has produced them W_h the‘ .

'_ - will enter 1ts second stage ‘but 1t further contmues to change
R Product:on hy. an 1ndustr1a1 enterprlse is not carrled on for

) the sake of- the direct consumptlon of those in charge of the =
' "enterprxse but jts - products must beé supplled to outside '
'.-.econOmles, because productron itself is mtended for the.

jsatlsfactlon of demands by outside econom1es An lnc‘lustrlal

.. ‘enterprise receives a counter offer of an equnvalent value

when "it supplies - products to out51de ECOI'IOII]]ES in its pos:tlon
- of being an. mdependent umt of economic orgamzatlon ‘and .
~ this counter offer is made in monetary payments from out--
side economles to the enterprlse Thus,,capxtal ‘becomes

" money after its. third transformation.. Capital here is re-'._

7 turned to its or:gmal form and the enterpnse receives it in
' money for a second tlme in a cycle of product:on or tran-
- saction process. But what should be noted in this connection
is the fact that monetary capital which is regained by means
~ of the transformation of capital form and in consequence by
the circle of industrial' productive process, is given ‘out not
~in the form of capital supply from outside economies to the -
enterprise, but as -the aquisition of proceeds from salés
(Erlés). Sales made in each circle. in principle must include
at least the whole amount of value included in the circulat- -
ing productive means which participated in the production
of goods sold to outside as well as part of the value of con-
tinuous means of production. “Thus, the money which is
acquired “by . an enterprise at the last stage of the circle of -
productive process (transaction process) is again used in the
‘acquisition of various definité means of production. (In the
- case of permanent mater:als ‘the part consumed is reservedr
" and the renovation of equlpment is’ made after a deﬁmte_
" interval).” Thus the cnrcu]atlon of capltal in productlon is
made anew. : '
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In thlS way, -an .industrial orgamzatlon is enabled to

arry on -a continuous smooth cycle of production as de- '

' ,manded 'by. outside - economies.  The mdustrlal enterprlse
once enterlng a- contmuous process ‘of repetition acquires
. various definite means ‘of production from outs:de economies
by. means of money gained by its selling of, prodiicts, .and
further acquires monetary- means by supplying goods lmade .
by the combined use of these productive ‘means' to ‘outside *
agencies for renumerations. Thus, it will be seen that an -
.enterprise enters into coatact relations -of value-exchange .
with outside economies twice in_each stage of its productive
process, and one phase of value movement in these contact
relations has a monetary form. At first one phase is seen
in the circulation of money from an enterprise to outside
" and another phase is seen at the end in the circulation of
money from outside to the enterprise. The former circula-
~tion of money is a prerequisite for enabling the acquisition
of productive means which is essential for the formation of
industrial products, while the ldst circulation-of money is
the source of monetary acquisition which assures the repeti- .
tion of the former circulation of money. Thus, the basic
conditions for assuring the smooth repetition of production
for . outside demands as well as the continuous existence of
_ the enterprise itself will be the smooth realization of. the

movement ‘of monetary exchange on two occasions in the
relations of mutual dependence in industrial processes. In
other words, in order to acquire productive means, the
reservation of 'money' as their compensation ‘must - be
made, and in order that such monetary reservation may be
made, goods produced must be sold at prices at least above
‘the production cost. Unless this be made, the continuous
existence of the enterprise would become 1mp0331ble '

- - We have seen in the outset of the present discussion
the fact that the industrial unit .of economic organization
bears ‘the liability of making monetary payments to outside
--with regards to its capital because of the essence of its very
establishment. We have just seen that the enterprlse also
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- bears a SImllar obllgatlon of makmg monetary payments to "
' -:_outsade as ‘regards . the acqu131t10n of productwe means, and

R - that-this obligation ‘repeats-itself,- - These conditions on the.
Co enterprlse to make monetary payments is based on the essence' s

5 of its very ex1stence Unless such monetary payments in .

- two. “economic relatlons are .made -smoothly and. without -
default from time to time in concrete forms,- the collapse,-‘
dlmlmshment setback and deadlock of the enterprise will -

"~ be unavmdable If the healthy and. continuous existence of

. an. ‘enterprise is demanded, it follows that there will arise
. an \lmportant problem in- mdustrla] life concerning ‘the pos-
'SJblllty of releasing the obllgatlon of ‘monetary payments in
these two sets of relatfons. = Therein lies a real and living
‘basis for the fo:matlon of the ‘concept’ of jndustrial liquid- -

3 J‘HE CONCEPT OF THE LIQUIDITY
OF ENTERPRISE :

‘ In the absence of any uniform concept of the llqu1d1ty‘
' of industrial enterprise, an adequate treatment of problems
_attending on this subject should be preceded by a re-examina- .
tion, adjustment and re-composition of . various concepts of
this economic phenomenon, in order to clarify and elucidate
‘its real meaning. We have already seen how the concept
of the liquidity of enterprise is formed in the process of
various industrial and economic mterrelatlons I shall now
first formulate the broadest possible concept as well as a
special concept to be’ placded subservient to the former, in -
my attempt to make the formation of orderly concepts -
- regarding this phenomenon. ‘

(1) The broadest concept of the IlquldItY of enterprlse
We have already seen that an enterprise is obliged to make .
. monetary payments to outside-agencies in ‘connection with
both the accomodation of capltal and the acqmsmon of pro-
‘ductive means of some definite forms and that the release
“of this obligation is an unavoidable and basic’ condition for -
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Ny ‘,satlsfymg the demand for the sane ex1stence and develoD- :

“..ment .of the enterprlse this obligation can be released ‘only

‘. amounts. " These monetary payments may “take” various

- forms, each of which. may have its own definite industrial .
* - meaning. But.we shall .ignore these various déefinite ‘forms

~of the obligation of monetary ‘payments by taking it in an

‘abstract and geéneral form. . We can take up the rnonetary'

~ economic expression of the living capacity of -an enterprise
“seen in the contrast-between its obligation to make monetary
payments from time to time and the monetary reserves the

_enterprise possesses from time ‘to time as ‘a means of releas- -

" ing this obligation. In other words, we can make an issue
in a general form of the capacity possessed by an enterprise
of releasing its obligation to make monetary payments from
time to time. The concept made in this case on the -in-
* dustrial living capacity of such abstract form as the basic
_factor is nothing but the broadest concept of the Ilqurdlty
- of industrial enterprise.
~ (2) Capital liquidity. The obligation of monetary pay-

ments may take various forms. " First, I wish to take up one
particular form, namely, obligation of payments itl connection
with capital. As regards capital which-is invested, loaned-

-or entrusted to an enterprise on the cOndition of some gain
for its use, that enterprise stands on a negative position of
bearing a debt obligation. Interest paid or profit given is
for the use of capital for Some period of time, so that capital

“is not supplied to an enterprise as a counter offer like pay-

~ ment for commodities. Thus, an enterprise should be pre-
pared to make payments in case demand for the withdrawal

.of capital should be made upon the arrival of its period of
redemption.. Since capital by others is supplied usually for
some limited period of time, there is no question that the

_obhgatlon -of . making monetary payments becomes a’ real
problem But also in .the case of self-supplied capital, ex-

cepting * that part which is a surplus accumulated in the

B productlon pt’OCGSS, its economlc source must have its CXIS
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by the reservatlon of “monetary payments in appropriate

)'.
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tence in some out51de element and :for . thlS reason the
_enterprise even ‘in such a case has" the oblrgatlon to -make
payments - economically . regardmg its caprtal "However, the _
- only difference in- thIS case is that the period of - payment is
- usually uncertam and the obhgatron of ‘payment is not -
‘carried out except in the case of the dissolution ‘of the enter:
prise. Moreover, in the case of. mdmdual enterprises, such
an obligation does not take a legal form. For these reasons
‘the existence of the obligation of makmg payments ‘in the
case of self-supplied capital is often forgotten. But there is

no doubt of the existence of such an obllgatlon for -capital,

- . when one dlscards one's engrossment  with legal form and

" takes an economic viewpoint of the situation. .. R

‘Thus, an enterprise should always stand in readmess to

_ make payment by monetary means in order to release its
obligation upon the arrival of the time limit for its legal or
- economic fulfillment. = When this redemption of capital is

jmpossible ‘or unexpected by an enterprise,-its formation to . -
- begin with would be impossible, nor can it secure capital

from others. - Moreoveér, in actual practlce when the fulfill-

ment of such an obligation becomes impossible owing to a -

deficiency of means of payments, the existence of the enter-
prise will come to ah end. Thus, there appears the problem

of the Iwmg capacity of an enterprise in the relations of
contrast between the amounts of payments to be obligatory .
to the enterprise from time to time for its capital and the
amounts of monetary payment reserves of the enterprise.
The payment capacity of an enterprise regarding its general
- capital in such a sense as above stated can be grasped by
means of the concept of the capital liquidity of the enter
. _prlse Lo : : SR

There are two cases in’ industrial llfe relatlons in wh:ch
| caprtal liquidity become an issue : the first is capital liquidity
at the time of the d:ssolutmn of an enterprise and the other
is capital hquldxty durrng the operation of the enterprlsej '
In the former case, all capital exceptmg that which has been
accumulated w1th|n the enterprise must be returned to- its
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outside economlc source and for thls reason capxtal hquldrty RO
" becomes an jssue not’ ‘only for. capital supplied by’ othersbut -~ o
~ also the self supphed gapital. Of course, preference must be,."} e
e glven)to cases in- Wthh capltal supphed by others 1s vin- '

vo]ved to that which is supphed by the enterprlse itself. In; :
thlS latter case, capltal liquidity wx]tbe formed and expressed.';.w e
“in contrasted -relatioris between the amount:of ‘value in  ~ . . . N
monetary form of all the property of the enterprlse and the. =~ " ' '
~ amount invested or accomodated by the enterpnse ltself as’ o,
) weH as by others. . - U ERRTIRIEREIE R e 5
"On the other hand capltal hqurdlty durmg the operatlonf"' L s TR
of an’ enterprlse ‘has a different substance from I:quldxty el *
“on the occasion of the dissolution of the- enterprlse in res- |
- pect to both ‘its obllgatxon to make payments to outSIde and - S
" meéans of payment -both of which are its component factors_ o N ' L s
In other words, in the case ‘of capital lxquldlty during the -
exlstence of an enterprtse, except: the special case of capltal - L
- reduction, there arises ‘no-issue “ahout ' capital hqutdlty for .. e
" self- Supplled capital; only the. hquxdlty regardmg «capital : ~ "
- supplied by others as either -loans or as entrusted funds to . R
" the enterprise on the condltlon of gains for its use, will be-" .
. come an issue. And in this case, the property to be reserved = N
- for payments as an element of liquidity will-not be in the . =~ .~
normal operation of the enterprlse the entlre property of ‘ R
_the enterprlse but. only the so- .called circulating property
which is united with the fixed property of the -enterprise :
thereby forming the entire property_‘belonging to the enter-
“ prise. . By circulating property is meant such property as -
being capable of turned .into means of payments within a
short time w:thout makmg any sacrificing difference with ‘ .
the amount of value given in the account book..- Cash pos-. = - : e

pavments _Deposits with banks situated nearby and post _ B
_ office deposlts come nekt to cash as property with high- degree R Lo
circulating ‘power. . . Others such as negotiable bills of various -
‘kinds,- commodltles and raw - materlals transacted are also
klnds of c1rcu]at1ng property Usually durmg the operatxon‘
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of an enterprlse 1ts perlods of redemptxon of capltal supphed
'by others come in a systematlc tlme order and at each tlme _
capltal liquidity becomes an’ issue. R
- s - Capital Ilquldlty during the operatlon of an enterprlse -
e whlch derives its capital from others, becomes an issue ‘with -
';?mdustrla? and commercial enterprises which are engaged in
fﬁthe busmess of\supplymg ‘some deﬁmte and concrete matenal -
) :Lgoods or. use . to -some- -outside economy, but it becomes an
'-j'.«::_'ff'lssue of espec1a} s:gmﬁcance w:th -the bankmg enterprrse ‘
. ;_,,g;,Banks eSpec1ally credll banks are engaged in accumulatmg
V-r‘f}capltal from outs:de economles ‘in the form of trust fund and
L n accomodatmg it to those in need of. it for their - use- by
’ ,‘-,utlllzmg outside confidence in their capaelty of payment
*In_ other- words they -are engaged in undertaking the ‘social
) crrculatlon of capital as their essential functlon It is one _
- -of the. essential phases of the functions of banks to accumu-
late capltal on trust by means of outside conﬁdence in them.
.. ‘For this reason, utmost importance should be attached to -
- ""'the basic condition of their own existence as to. thelr ‘capacity
oo oof maklng payments smoothly and without hitches of funds
AR they are entrusted with, upon. the arrival of the “periods ‘of
~ their redemption or at the demands of thelr repayment In
" other words, capital llqu1dlty becomes an essential . problem
, for the banking enterprise, bicause llquldlty which becomes .
. an issue with banks essentlally takes the form of capital |
o Ilqmdlty For banks to have the capac1ty of satlsfymg
: the demand for the w1thdrawal of others’ capital at any time
o . .~ . without_ hitches, or the prmcnple of l1qu1d1ty demanded by "
.= - . the highest order of “normal reserves” for banks will be
RN - 7 one of the principles of the rnanagement of bankmg enter-
.prise havmg relations with capital liquidity we have deﬁned
already. It must be noted, of course, that it is only one
phase of the business of ba_nks to accumulate capital belong-
-~ ing 'to others on the basis of their confidence -in their pay-
- = . ment capacity, for. they. must also‘accomodate funds to those
B demanding them. = Now, banks are confronted by {wo con-
tradictory tasks: ﬁrst they must mamtam payment reserves
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for funds deposrted by others whose demand for repayment =
may come at auy t:me (It 1s sald that even m the caseof e
of thelr thhdrawal is’ uncertam) On the other hand banks‘._"‘ o
“are requ1red to accomodate capltal to enterprlses in Wthh_"
they must wait " the lapse of much- tlme before they can ‘with-
- draw it’in order to promote 1ndustr1a1 production. : “These
. contradrctory tasks “of ‘banks are du€ to the ‘essence of their
fun,ctlons Thereln lles the- essentlally dlﬂicult problem of’f"'
the hqmdatlon of the bankmg enterprlse . .
~There -are three * dn"ferent phases ‘of the prob[em of
: capltal llquldlty for banks * The - ﬁrst -phase- concerns the:
reservation  of monetary payments agamst the normal Wlth T
. drawal of depo::ts the second phase concerns the reservatlon
of monetary payments for the purpose of clearing the bills -
- of eXchange among banks; the third phase concerns the . -
 payment- reservatlon agalnst demands for payment other than - o
. the foregoing two cases -or demands of unt:mely repayments. -~ A
.Although it has béen pointed out that it is most difficult to. . = 7
 distinguish these three" casés of demand in ‘actual practice,
it is ‘possible to drstrngursh them conceptually.. Moreover,
their distinction will enable the prec1smn of ideas in studylng
. the problem of Ilquldlty for ‘banks. | =
B At any rate, as has been aiready stated, capltal llquldlty
“is an. essentlal mamfestatlon of general hquldlty in the
bankmg enterpnse and at the same time an’ essential form
of liquidity in general which is a matter of concern for the
capital creditors of enterprise. - Thus, the concepts of liqui- o
- dity entertained by the students of bank management orby . _
- -those ‘who study the balance sheets' from the viewpoint of
executing llablhtles will be limited to the so-called capital ; L
hquldlty the meanmg of which we ‘have " expldined.. For B S o
instance, Linhardt defines lxquldlty as the condition of pay- o L
" mient resgrves which is expressed by the- contrast. between o
- the indebtedness whose period -has either come or is ap- =~ .-
- proaching and money or some form of property which is” . .~ -
- éasily convertible to money. - Gerstner finds the essence of S
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) ':‘-—lquIdItY in the full possess1on of means m order ‘to av01d
" the’” tlghtness of payment for an" 1ndebtedness about to fall -
.. due, or in: the ‘capability- -of  full and lmmedlate payment .
[ .Agam Kalverarn cons:ders the l1qu1d1ty of banks is’ expressed L

in the percentage -of the c1rculat1ng property or property

' capable of 1mmedlate conversion to_cash to ‘an enterprlse s
7. total amount of’ debts. “All these views of scholars indicate - -
. the utmost 1mportance attached to- capxtal hquldlty “But it
.~ “should be noted that, whlle capital Ilqmdlty is an: essentlal' .
L liquidity for banks, it is conﬁned to on]y onc category of 4
the 11qu1d1ty of enterprise. . - ¢ (i oo il e

-~

§3) The _concept - of 11qu1d1ty as meamng the monetlza-“'f-

o tlon of . property Explanation so far makes it clear that, the :
. “concept of liquidity is a’ relatlve concept. . The substance of
711qu1d1ty is formed by an enterprlses capacny of makmg_
reserves for payment by monetary means from time to time
ragamst the debts the perlod of whose redemption has come
or approachmg In other words, the substance of llqu1dltY' 2
cons:sts in the 0pposmg relations . between an. enterpr:se s';
' obllgatlon of debt payment from time to time and - reserves -
. against its payment "This 'is seen in the concept of llqu1d1ty .
- .held by Nicklisch for he and the scholars of the same school .
- of thought with him hold that_hqu1d1ty is ‘found when the |
‘whole or part of an industrial property possesses a capacity

of easy and speedy monetization. He defines the content of

llquldlty as an mherent and special quahty of each property/

possessed by an enterprlse instead of ﬁndmg it in the rela-.
tive capacity of the enterprise capable - of coplng with the
obligation of payment to outside by monetary. means. - He

_'ls of -the opinion that 'in everyday termmology, the concept

of liquidity is connected with indebtedness, partl‘cularly

* 'capital supplied by others whose period of ‘redemption is

approachmg, thereby showmg the extension of the orlgmal
meaning of the term “ liquidity ”, which' denotes the c1rculat

ing-capacity of property. -So far each person may ‘be per-
- mitted to have_ his own opinion. - But the meamng of Nicklisch .
will be unmtell1g1ble unless his - concept of hquldlty should

i



ij_‘".",:"be mterpreted as meanmg the capac:ty ot an enterpr:se to
) ;_'j'ffj:repay 1ts debts, the perlod of which has come or is near at .o
“="7"hand, by ‘monetary means out of 1ts prOperty, because ‘he . .
- 'definesthe degree ‘of " liquidity as - proportional -relations :
'between part of - the property whlch 1s easﬂy converted into -
"-,_monetary form- and the amount of debts about to become“ ‘
) ~due.” “He declares that the degree of llquld:ty ‘thus ‘defined
~in substance indicates whether ‘the crrculatmg property of
. 'an” enterprrse is equal” to in" excess’ “of or defioient to the s
.amount of debts” the perrods of whrch arrwe _from t:me to
-7 time.*. However such v1ews will -be- mtelhgrble only when
I _llqmdlty s’ understood as . consrstmg in the capacrty of an

Low

enterprxse to repay" its -debts by ‘means .of its property : '\

. When Nlckhsch says that the ‘degree of ]lqﬂldlty is the in-

dlcatlon of the percentage of the ‘¢irculating ‘property of an

- '_;enterprlse to the ‘amount of _its debts to ‘be settled nearby,-
" he is in Tact - unconsctously adm:ttmg that he himself regards

, lxqurdlty not as an’ absolute concept of . the capac1ty of

g monetlzat:on on the part of .property ‘but as a relative con-

cept of prOportlonal relatrons between an enterprlses condi-
" tion of indebtedness and its property condition from time to

time. The fact that an entlre property is c1rculat1ng in itself
does not in any wise dlrect]y indicate its capac:ty for ‘debt

"payment 'He says that mdebtedness is_the basxs that creates N

concern w1th the liquidity of an -industrial property and that
in consegu’ence the degree of the-monetization capacity of
_property is measured by a contrast between” mdustrral pro
perty and the amount -of its 1ndebtedness, ‘But, -if llqu1d1ty

is an absolute. concept, it must be said that the degree of
liquidity must be measured by the proportlon between the
total property and the, amount of its circulating portion. .
_But, if the degree - of Ilqu1d1ty should be- mdlcated by its

. proportion -to the amount of lndebtedness, it will not be“‘ o
- measured by . mdebtedness on the monetization of the pro- . -

| perty of an enterprise. “On the contrary, it must indicate
the-degree to which an enterprise can settle its indebtedness -

. by its monetary means of payment upon the arrival of its
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per:od in case the cxrculatmg portlon of 1ts pr0perty should

. be" converted into _money.-- In_short, Nlckhsch’s concept of

R R ’-’llquldlty is ‘betrayed by his own explanation, when. its <un-f" o

. reasonable ‘substance is- analyzed. - We canriot share his idea .
- of llqu1d1ty which regards it ‘as-an- absolute and “material
‘ concept of the payment capactty of property. « L1qu1d1ty .

' must be lnterpreted as a monetary. 1ndustr1a1 capac1ty which

U _ s grasped in its relations - Wlth lndebtedness T am of the -
L oo -opinion the !dea of Leitner is far more ratlonal than that of
w.¥. o~ -~ Nicklisch, because: a]though both take. up the capacity of the -
N '7_ e : T monetlzat:on of property, the former calls- this capac1ty' :
. ﬂuldlty ” (Flu351gke1) by way of- dlstlngmshlng it “from

" llqu1dltY Wthh is- defined as the relatlon between the pay-_,

: o - mentf capacity. of an enterprlse or its prOperty and its m- a
“o o7 debedness. , L
o (4) The hquldlty of procluctlon factors So long as an- -
: .enterprzse maintains its own- mdependent existence as the .
_ unit -organization ' of - productive economy, it :occupiés- the

" posijtion of a debtor concerning capital lnvested‘ln it. whether -~
. it be its own or supplied by others.- Thus,’ the important

problem is over its preparedness to cope with the demands

for the withdrawal of capital upon the arrival of its. period

of- investment by means of monetary-- payments, from the -
o o standpo:nt of both the original possessor of capital and that
ST ‘of the enterprise itself. This is especially important for
CTLe T " banks as their very existence, hangs on this problem. Thus,

A " the industridl and economlc lmportance of capital llquldlty

S . s self-evident, ‘ ,

o , ~ However, the necess:ty for reservatlon of monetary pay
-  ment in enterprise economy does not have its ground only
" ~"_in its relations with the demands for the payment of capital.

" -Nay, such a necessity in the case of some branches of in- .
dustry engaged in the supply of some definite and concrete

. material goods or service with the ‘exception of banks, has

its more important ground in phases other than. those con-
nected with. demands for the payment of capltal In other :

' _ ‘words, the liquidity of enterprlses does not become actuahzed ’
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. only as capltal 11qu1d1ty - -
‘ 'f;"{ Prlmarﬂy speakmg, the amount of an enterprlses debts R
the payment ‘of -which IS demanded from t:me 10 time; as .

- f_‘_ well as -the degree’ of ‘reserves. for their payment can. be_‘-.:j.

grasped by" means of - the balance sheet which may ‘be pre-

. pared -from ‘time to time. - " However, there are contlnuous
~-and repeated demands for “the ‘payment of large sums’ ofr;' o

' money Wthh are’ of such a. character that they do not ap-.

‘pear. “on ‘the balance sheet but ‘take written" form in"the - .
accountlng .sheet -only ‘after they ‘have become actuallzed L

Agamst the payment of such" demands an enterprlse should
be always be ready with its means of payment: ~ o
~Now, how is it that ‘such -demands for payment ‘come .

to be made ? - The answer for this should be made. In the: :

“first place, in an mdustnal enterprlse its various factors of -
productlon are operated in repetition and in thelr combined
acts, and -thus its own continued exijstence is- mamtalned
In other words, an enterprlserls,_enabled to maintain its own
existence by means of the continuous supply " of - ~various -
factors of - productlon and - through their - utilization ; “and
_ further, the enterprise is enabled fo fulﬁ]l its essentlal func-
tion of satxsfymg the demands of outside economies. But
“how are these various factors _of - productlon which are
nurturing - the continuous act1v1t1es of an enterprise’ accomo- "
dated? They “are. supplled ‘to the enterprise by outSIde_,

economies for econamic renumerations. . For this reason, an_

enterprise should prepare means of payment for these factors -
.of production in order to assure their continuous supply and |
its own ex1stence, and should possess a capacity for accomo-
datmg such means of payment. An enterprise will have-to
. prepare monetary payment every time demand is- made for -
payment for the accomodatlon of such factors of productlon
which are’ ~essential to the maintenance of its- contmuoﬂs
ex1stence so that it can pay for ‘them mstantaneously or_
- within-a given. perlod of time, if such a perlod is specified.

CIf its preraratlon for thlS payment  is 1mp0551b1e or inade-
_ quate, the process “of its continued supply of the factors of
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j-.productlon wﬂl be Cl’lppled exther entlrely or - partlally
; Therem is found the reason for the pOSSlbllltY of the monetary

"as a umt ;orgamzatlon of productlon in’ the- proportlon be— :

:_the amount of’ monetary reserves for them. T he reservation * N
fof monetary means of payment for: demands of the supply;"" -
_:'of these factors ‘of- production 1s, indeed, the’ basrc ground -
. for . the" contlnuous “existence -of an enterprxse Moreover,' ,

L this obhgatlon of payment, especnally in connection with-the =

L -c1rculat1ng factors, "unlike ‘a similar obllgatlon for’ capltal o
s payment, is repeatedly made ; and for -this reason, its mone—, L
. tary reservat:on‘for the former constxtutes a more 1mportant '
problem than that for the ]atter This- is not on]y because
demand for- payment by the latter does not occur in repeti-.

‘tion as in the case of the former, but .because the stand. of

these who demand for the former payment are mseparably‘ f

bound up in: economlc interest with the enterprlse itself, and . -

for this reason the effect on the enterprlse in - the case of

- econom1c mdlcatlon of. the enterprlses power wof emstencew:"j;

";tween the ‘monetary amount ‘of - demands requlred for the,f._.' '; )
'supply of these factors of productlon from t1rne to time‘'and

~ the former ‘will ‘be more -profound than in the case of the -

" latter.. Of course, we have already seen -that all this is
dlfferent in the case of banks having as the essentlal basns;
-of theéir exxstence the ‘confidence’ of outs:de ‘economies” in . -

. thexr. capacxty of cap1tal payment On the contrary, there\

o ‘are many and various enterprises whose existence is circum-
scribed by their capac1ty of reservatlon against the supply
of the factors of production and whose varying degrees: ‘of

- * this capacity affect very materially the utilization of such
productlve factors .and other phases of industrial llfe in
general The. essence of ‘obligation’ of payment in these -
enterprlses is seen ‘more extenswely in the cases of thelr

' mdustnal factors of productlon rather. than in-the case of.

; he1r capltal " Therein. lies 'the chxef monetary economic

'f\ reason for separatmg the bankmg enterpnse from other

- kinds- of. enterprlse stuch as 1ndustrxal and commerc:al

Thus, 1t s clear that in enterprlse economy, obhgatxon
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for payment agamst whose reservatxon of monetary means
- of payment constrtutes the enterprrses véry’ -condltlon of . -
~~exrstence, will - ‘be found to exrst not only as regards capltal

but also as regards productlon factors as. welI It s “because

~ of ‘this’ circumstance that the concept of. the liquidity of pro-
" duction factors'as a lower concept ‘to the broad concept of -

llquldlty becornes poss:b]e or formation. “Thus, by the liqui-

. dity of productlon factors is- meant the reservatlon capamty ’

- of an enterprlse in. proportlon to the amount of money_

needed m-satrsfymg demands for the accomodatron of pro-
duction. factors from time to time whlch is ‘necessary for the -

- smooth ‘and ‘continuous ‘maintenance of prodiction actmtres ,
by the enterprise. Thus, the essence of the liquidity of pro- e
" duction factors lies in ‘monetary - economic reserves that

assure the smooth ‘accomodation of productxon factors to an -
enterprise. The question as to whether the mamtenance of _

" such assuarance, or the realization of the ]1qu1d1ty of pro-

ductlon factors ‘will be difficult or 1mp0351bie of actuallzatlon, :

--"or whether’ it will be’ carrled out exCessrver or normally or

~ equ1t1vely, w1]l largely determme the existence of an enter--

prise. For, as has been already stated, the llquldlty “of pro-
duction factors is- the basic condrtlon for the existence of
an-enterprise. In fact, it may be said that the liquidity of
production factors ‘represents the supreme conditional prin-
ciple controlling the continuous activities of an enterprise |
and is mamfested and grasped in the phase of monetary
economy. . : ~ - -
" There are two ways by whlch an enterprrse may satlsfy
demands for means of payment in order to secure production

*

factors: first, to get new capital and secondly to supply its .

products to the outside in return for renumerations. Where-

-as the first method. is employed at the time of the establish- -

ment and expansion of an enterprise ; the second method is -

“used during the normal exlstence ‘of the enterprise.  There

are many forms of payment for its productlon factors as an L

,-essentlal condrtron of its existence. An enterprlse must pay

-for such items’ as labour, raw materxals ﬁxed equrpment
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RN and estabhshments outs:de mlxed servu:e etc Nor is the- L
enterprlses obugatlon ‘to pay limited to these deﬂmte and
. concrete factors, for it must shoulder an. obhgatton fo pay,”.‘-.,

g regardmg the’ use ‘of capxtal and the- mamtenance of 1tsown‘,'-‘-

. industrial utility, not to mention the. payment of “capital it-
self. Such payments- become a problem of ‘the liquidity of .
productlon factors ]ust as in the case of concrete and tanglble

' factors glven above In other words both lnterest\and proﬁt R

_.'become 1m;{0rtant e]ements of the  liquidity of - productlon'-'””

" factors in contradistinction with capital liguidity. This fact -

will have a powerful s:gmﬁcance in observmg the 11qu1d1ty_ .
of enterprlses under the" necessity of existing wartime eco- -

riomy ; of promotmg production expansion, and of - the pre-

vent1on of inflation, but I wish to take this partlcular phase B

’ of the problem on some future occasron
. ’ . . )

- 4 CONCLUSION

I ‘have tried to show that an enterpnse bears an obhga

-tlon of maklng payments to outside economies for the ac- - -

-comodation of its capltal as well as its varlous factors of
production, and that, m order to .maintain smoothly :the
rotative existence of its own, the enterpr;se‘should) solve the
problem- of satisfying demands for payment by means of
" payment reserved within its own hands. - In these relations
we find the monetary economic expression of existence-
capacity for ‘an enterprise. We have grasped this truth, by
‘means the concept of the liquidity of enterprise. - Thus, it
- may be said that liquidity offers the basic factor by which

the concrete existence of an enterprise is determined from .

"its‘monetary economic phase. Liquidity having such a vast
- importance must not be either excessivé or deficit because

~ of the demand for the healthy existence of the enterprise. -
* It is highly. important that there should be a we]I balanced’

'eqmllbrlum between demands and their satisfaction by mone-
tary means of payment’ durmg the circulating process ‘of

industrial productlon Th_e_ maintenance of such an equi-
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Ilbrlum or an. approprlate ]lqlndlty should be one of the
central ob]er.ts of 1mportance for - adJustmg the process of

productlon Why is 'such a ‘state of equxhbrlum all im- -

portant ? Why and by what mdustrlal relat:ons do we see -

such phenomena’ as excessweness deﬁc:ency and proprlety'_, ,

"in. liquidity ? These are some of the vital problems that are
asked of the science of industrial management regarding
liquidity. Hltherto the German science of industrial manage-
. ment has treated these problems from the standpoint of the ..

enterprlse for its own demands for existence and of the

pursun? “of capltallstlc profit: makmg—or from the V1ewp01nt
- of prlvate economy - of industrial. enterprise. There is no
_doubt that these German studies made m_uch_contribution to
the. elucidation of various problems c¢oncerned. However, the
existing demands for the expansion “of pfoduCtion and the
prevention of mﬂatwn under wartime economy is bound to
bring out a new field of wvision for this science, especxally
in connection with-the problenr of the_llquldﬂ:y of enterprise
- having such vital importance with production and the pro- -
blem of money economy. The problem. of liquidity is
“certainly one of the most interesting and vital issues for the
science .of industrial management. ] have been unable to
~ touch on this main thesis, as [ have exclusively dwelt on
the problem of the concept of this economic phenomenon,
~ because I felt that the solution of such vital concrete pro-
blems of great importance must be predlcated on a study of
the general Ideas of ]1qu1d1ty g




