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A b s  t r a c t

UGO MAZZOLA AND THE ITALIAN DOCTRINE
OF PUBLIC FINANCE

by
O rh a n  K a y a a lp  

A d v i s o r :  P r o f e s s o r  C h a r l o t t e  M u l l e r

T h i s  d i s s e r t a t i o n  h a s  t h r e e  o b j e c t i v e s .  The f i r s t  
i s  t o  i n d i c a t e  t h e  i m p o r t a n t  p l a c e  o f  Ugo M a z z o la  i n  t h e  
h i s t o r y  o f  p u b l i c  f i n a n c e .  H i s  1890 book  J  dati scientifici 
della finanza pubblica m arks  t h e  b i r t h  o f  t h e  i n d e p e n d e n t  
s c i e n c e  o f  P u b l i c  F i n a n c e  w h ic h  h a s  a t t r a c t e d  t h e  b e s t
e c o n o m i s t s  t o  i t s  r e a l m  i n  I t a l y .  The s e c o n d  a im  i s  t o
i n t r o d u c e  t h e  E n g l i s h - l a n g u a g e  s t u d e n t  o f  p u b l i c  f i n a n c e  
t o  t h e  I t a l i a n  f i s c a l  d o c t r i n e  w i t h  w h i c h  ( s ) h e  i s  s t i l l  
r e l a t i v e l y  u n f a m i l i a r  d e s p i t e  c o n s i d e r a b l e  e f f o r t s  o f  
J am es  B u c h a n a n .  I n  t h i s  c o n n e c t i o n ,  t h e  c o n t r i b u t i o n s  
o f  two o t h e r  I t a l i a n  e c o n o m i s t s ,  M a f fe o  P a n t a l e o n i  and  
A n t o n i o  de  V i t i  de  M a rc o ,  m u s t  be p o i n t e d  o u t  
s i n c e  t h e s e  t h r e e  men s h a p e d  t h e  "scienza" della finanza 
pubblica t o g e t h e r  a l t h o u g h  i t  was M a z z o la
who g a v e  P u b l i c  F i n a n c e  i t s  t h e o r e t i c a l  c h a r a c t e r  by 
c o m p l e t i n g  t h e  a n a l y s i s  o f  t h e  f i s c a l  p r o c e s s  s t a r t e d  o f f  
by P a n t a l e o n i  and  e l a b o r a t e d  by de V i t i  de  M a rc o .
The t h i r d  an d  l a s t  o b j e c t i v e  o f  t h i s  d i s s e r t a t i o n  i s  t o
show t h a t ,  a l t h o u g h  c o n c e n t r a t i n g  i n  t h e  l a s t  two d e c a d e s  
o f  t h e  1 9 t h  c e n t u r y ,  t h e  I t a l i a n  f i s c a l  d o c t r i n e  b a s e d  
on t h e  c o n c e p t  o f  p u b l i c  goods  a p p e a r s  t o  be  f a r  
more  a d e q u a t e  t h a n  i t s  A n g lo - S a x o n  c o u n t e r p a r t  i n  t a c k l i n g  
c o m p l i c a t e d  f i s c a l  p r o b l e m s  o f  t h e  S t a t e .  What i s  r e c o m ­
mended i s  a n  i n t e g r a t e d  a p p r o a c h  w h e r e b y  f i s c a l  a n a l y s i s  
i s  made w i t h i n  a  p u b l i c  c h o i c e  p a r a d i g m .
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A c k n o w l e d g e m e n t

I  am t r u l y  g r a t e f u l  t o  P r o f e s s o r  H e r b e r t  
G ey e r  who i n t r o d u c e d  me t o  t h e  I t a l i a n  t r a d i t i o n ,  a n d  
t o  P r o f e s s o r  H a r o l d  Hochman who e n c o u r a g e d  me t o  w r i t e  
my d i s s e r t a t i o n  on t h i s  s u b j e c t .  T h e i r  g u i d i n g  i n f l u e n c e  
was i n s t r u m e n t a l  i n  t h e  c o n c e p t i o n  a n d  d e v e l o p m e n t  o f  
t h i s  p r o d u c t ,  an d  t h e i r  s u s t a i n e d  i n t e r e s t  i n  t h i s  
p r o j e c t  g a v e  me t h e  n e c e s s a r y  c o n f i d e n c e  t h a t  t h i s  
work  was o f  an y  v a l u e .  My t h a n k s  e x t e n d  e s p e c i a l l y  
t o  P r o f e s s o r  C h a r l o t t e  M u l l e r ,  h o w e v e r ,  who i n  t h e  c o u r s e  
o f  f o u r  y e a r s  o f  p r e c i o u s  c o l l a b o r a t i o n ,  h e l p e d  t h i s  
d i s s e r t a t i o n  t o  m a t u r e  t o  t h e  p r e s e n t  s t a t e .  She 
w orked  c l o s e l y  w i t h  me on  e a c h  p a g e  o f  t h e  
d i s s e r t a t i o n ,  f ro m  t h e  f i r s t  d r a f t  t o  t h e  l a s t ,  e a c h  
t i m e  g i v i n g  me i n v a l u a b l e  i n s i g h t ,  so  v e r y  p a t i e n t l y  
an d  g r a c i o u s l y .

-iv-



UGO MAZZOLA AND THE ITALIAN DOCTRINE
OF PUBLIC FINANCE

TABLE OF CONTENTS PAGE

CHAPTER 1 THE ITALIAN CONTRIBUTION TO THE
THEORY OF PUBLIC FINANCE..................................  1

Ob jec t iv es  o f  the  D i s s e r t a t i o n ..........................  5
Relevance o f  the  D i s s e r t a t i o n ............................  8
Plan o f  th e  D i s s e r t a t i o n .......................................  13

CHAPTER 2 ECONOMIC ACTIVITY AND THE STATE .............  17

Tax, Publ ic  Expenditure and the  S t a t e   22
The S ta t e  and the  A l lo ca t io n  and

D is t r i b u t io n  o f  Publ ic  Goods........................  26
The Ruling C la s s ........................................   30
The P o l i t i c a l  S e t t i n g .............................................. 32
Panta leon i  and the  S t a t e .......................................  33
Mazzola and the  Ruling C la s s ............................... 37
De V i t i  and His Dual Hypothesis on

the  Form o f  S t a t e .............................................. 38
More on th e  de V i t i a n  D u a l i t y ............................  41
The I t a l i a n  C r i t i c i sm  o f  de V i t i ' s

Theory o f  S t a t e . ................................................ 44

CHAPTER 3 UGO MAZZOLA AND THE INDEPENDENT
"SCIENCE" OF PUBLIC FINANCE.....................  55

Towards a  "Pure" Theory o f  Publ ic
F inance ...................................................................  61

-v-



Mazzola's C r i t ique  o f  Sax..................................  64
Mazzola's C r i t ique  o f  Wieser..............   66
Mazzola and His "Pure" Theory

o f  Publ ic  Finance.............................................  69
Mazzola's "P r in c ip le "  and

Socia l J u s t i c e ....................................................  73
General C r i t ique  o f  the  Voluntary

Exchange View......................................................  78

CHAPTER 4 MODERN IMPLICATIONS OF THE ITALIAN PUBLIC
GOODS THEORY OF PUBLIC FINANCE............................... 81

C h a r a c t e r i s t i c s  o f  the Inher i tance  Tax. . . .  94
H i s to r i c a l  P e r sp e c t iv e .........................................  97
The Rignano Scheme.................................................. 100
Conclusion...................................................................  102

APPENDICES:

EXHIBIT 1 Preface t o  I dati scientifici della

finanza pubblica................................................   107

EXHIBIT 2 Selec ted  National  Bodies o f  Public
Finance Theory..........................................................  113

Anglo-Saxon School...........................................  114
German School......................................................  115
A ustr ian  School .................................................. 116
I t a l i a n  School....................................................  117
Scandinavian School.........................................  118

BIBLIOGRAPHY...............................................................................  119

- v i -



UGO MAZZOLA AND THE ITALIAN DOCTRINE
OF PUBLIC FINANCE

CHAPTER 1

THE ITALIAN CONTRIBUTION TO THE THEORY 
OF PUBLIC FINANCE

The p o i n t  o f  d e p a r t u r e  o f  t h i s  d i s s e r t a t i o n  i s  
t h e  p r e m i s e  t h a t  t h e  t y p i c a l  E n g l i s h - l a n g u a g e  s t u d e n t  o f  
p u b l i c  f i n a n c e  i s  g e n e r a l l y  u n f a m i l i a r  w i t h  t h e  I t a l i a n  
f i s c a l  d o c t r i n e .  A l t h o u g h  a n o t h e r  p r e v i o u s l y  unknown body 
o f  f i s c a l  d o c t r i n e ,  t h e  S c a n d i n a v i a n  s c h o o l ,  h a s  f i n a l l y  
won a n  i m p o r t a n t  p a r t  i n  t h e  p u b l i c  f i n a n c e  c u r r i c u l u m ,  
t h e  I t a l i a n  t h e o r y  i s  s t i l l  l a r g e l y  o u t s i d e  o f  i t .  The 
m ain  r e a s o n  f o r  t h i s  o m i s s i o n  i s  p u r e l y  l i n g u i s t i c :  L i n d a h l  
an d  W i c k s e l l  w r o t e  i n  German,  a n d  l a t e r  J o h a n n s e n  i n  E n g l i s h ,  
an d  t h e i r  a r t i c l e s  a p p e a r e d  i n  v a r i o u s  c o n t i n e n t a l  an d  
A n g l o - S a x o n  j o u r n a l s  w h e r e a s  t h e  I t a l i a n  a u t h o r s  l i m i t e d  
t h e i r  a u d i e n c e  t o  t h e  r e a d e r s  o f  t h e i r  e l a b o r a t e  t e x t b o o k s  
an d  t h e  l o c a l  Giornale degli economisti. I n  s p i t e  o f  
B u c h a n a n ' s  a n d  M u s g r a v e ' s  e f f o r t s  t o  i n t r o d u c e  t h e  I t a l i a n s  
t o  A m e r i c a n  p u b l i c  f i n a n c e  c i r c l e s ,  t h e i r  s u c c e s s  was n o t  
c o m p a r a b l e  t o  t h a t  w h i c h  t h e y  e n j o y e d  when t h e y  g a v e  u s  
W i c k s e l l  an d  L i n d a h l .  One o f  t h e  r e a s o n s  t h a t  W i c k s e l l  and  
L i n d a h l  h a v e  f o u n d  s u c h  a  warm r e c e p t i o n  was t h a t  t h e y  
w e r e ,  i n  some m e a s u r e ,  s e e k i n g  a n  " e q u i t a b l e "  s o l u t i o n  t o  
t a x a t i o n :  t h i s  q u e s t  a g r e e d  w h o l l y  w i t h  t h e  A n g l o - S a x o n  
t r a d i t i o n  w h i c h  c o n s i d e r e d  p u b l i c  economy a s  g e n e r a l l y  
u n p r o d u c t i v e ,  an d  t a x a t i o n  a s  a  s a c r i f i c e  t h a t  c i t i z e n s  
m u s t  e n d u r e .  The I t a l i a n  t r a d i t i o n  c o n t a i n e d  p e c u l i a r
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f e a t u r e s  i n  t h i s  r e g a r d .  P u b l i c  e x p e n d i t u r e  was h e l d  t o  
be  p r o d u c t i v e ,  an d  t a x e s  t o  be  v o l u n t a r y  p a y m e n t s  t h a t  t h e  
•consumer w o u ld  make f o r  t h e  e n j o y m e n t  o f  p u b l i c  g o o d s ,  o r  
t h e  p r i v a t e  p r o d u c e r  w o u ld  make f o r  t h e  p r o d u c t i o n - f a c i l i ­
t a t i n g  s e r v i c e s  o f f e r e d  by t h e  S t a t e .

A few y e a r s  a g o ,  a c u r s o r y  r e a d i n g  f o r  a  t e r m  p a p e r  
a s s i g n m e n t  on  Ugo M a z z o l a ,  a n  i m p o r t a n t  1 9 t h  c e n t u r y  
I t a l i a n  e c o n o m i s t ,  i n d i c a t e d  t h e  s c a n t i n e s s  o f  p u b l i c a t i o n s  
i n  E n g l i s h  on  t h e  I t a l i a n  work  i n  p u b l i c  f i n a n c e .  One 
p u b l i c a t i o n  was M u s g r a v e ' s  Theory of Public Finance (1 9 5 8 )  
w h i c h ,  w i t h i n  t h e  c o n t e x t  o f  t h e  " b e n e f i t "  a p p r o a c h  t o  
t a x a t i o n ,  i n t r o d u c e d  t h r e e  I t a l i a n  a u t h o r s ,  P a n t a l e o n i ,  de 
V i t i  de  Marco a n d  M a z z o l a ,  a l o n g  w i t h  W i c k s e l l  and  S a x ,  a s  
t h e  f o u n t a i n h e a d s  o f  t h e  " p u r e "  t h e o r y  o f  p u b l i c  f i n a n c e .  
M u s g r a v e ' s  i n t e r e s t  i n  t h e  I t a l i a n  f i s c a l  d o c t r i n e  per se, 
h o w e v e r ,  was a  s e c o n d a r y  o n e .  H is  m a in  o b j e c t i v e  was t o  
t r a c e  b a c k  h i s  m u l t i p l e - b r a n c h  t h e o r y  o f  b u d g e t a r y  c o n t r o l  t o  
t h e  two c a r d i n a l  p r i n c i p l e s  o f  f i s c a l  p r o c e s s ,  " b e n e f i t "  
an d  " a b i l i t y - t o - p a y . "  T h a t  a b i l i t y - t o - p a y  s h o u l d  be t h e  
f o u n d a t i o n  o f  a " p r o p e r "  s y s t e m  o f  t a x a t i o n  was a l r e a d y  
e n t r e n c h e d  i n  A n g l o - S a x o n  f i s c a l  t h e o r y .  M u sg rav e  w a n t e d  
t o  e x p l i c a t e  t h e  o t h e r  p r i n c i p l e .  W i th  t h i s  i n  m in d ,  
M u sg rav e  s t u d i e d  i n  d e t a i l  t h e  t r a n s f o r m a t i o n  o f  t h e  b e n e f i t  
a p p r o a c h  i n  t h e  l a s t  two d e c a d e s  o f  t h e  1 9 t h  c e n t u r y  f ro m  
a d i c t u m  o f  " j u s t i c e "  i n t o  a c o n d i t i o n  o f  e f f i c i e n c y .

A n o t h e r  a v a i l a b l e  p u b l i c a t i o n  was M u sg rav e  a n d  
P e a c o c k ' s  Classics in the Theory of Public Finance ( 1 9 5 8 ) .  
The e x c e l l e n t  I n t r o d u c t i o n  o f  t h i s  b o o k  was a g a i n  b a s e d  on 
t h e  d i s c u s s i o n  o f  t h e  two p r i n c i p l e s  o f  t a x a t i o n .  No
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c o n s c i o u s  e f f o r t  h a d  b e e n  made t o  c r e a t e  a s e n s e  o f  t h e  
I t a l i a n  d o c t r i n e ,  b u t  t h e  r e a d e r  n a t u r a l l y  g a i n e d  an  
i n s i g h t  i n t o  t h e  I t a l i a n  f i s c a l  t r a d i t i o n  a f t e r  s t u d y i n g  
t h e  e x c e r p t s  f ro m  t h e  w o rk s  o f  P a n t a l e o n i ,  M a z z o l a ,
B a ro n e  an d  M o n t e m a r t i n i  c o n t a i n e d  i n  t h e  b o o k .

B u c h a n a n ' s  c o n t r i b u t i o n  was more  s u b s t a n t i a l  i n
t h i s  r e g a r d  i n  t h a t  h e  a d d r e s s e d  h i m s e l f  d i r e c t l y  t o  t h e
t a s k  o f  p r e s e n t i n g  t o  t h e  E n g l i s h - l a n g u a g e  e c o n o m i s t  t h e
e s s e n c e  o f  t h e  c l a s s i c a l  I t a l i a n  p u b l i c  f i n a n c e  t h e o r y .

( * )H is  w e l l  known e s s a y  o f f e r s  a summary o f  t h e  I t a l i a n  
f i s c a l  d o c t r i n e ,  c o m p l e t e  w i t h  a  s u r v e y  o f  i n s t i t u t i o n a l  
s e t t i n g ,  a d i s c u s s i o n  o f  p r i n c i p a l  c h a r a c t e r i s t i c s  an d  
s p e c i f i c  c o n t r i b u t i o n s ,  an d  a c o m p a r i s o n  o f  t h e  I t a l i a n  
and  A n g l o - S a x o n  t r a d i t i o n s .  B u c h a n a n ' s  i n t e r e s t  i n  t h e  
I t a l i a n  f i s c a l  d o c t r i n e  c u l m i n a t e d  i n  h i s  1968 b o o k ,
The Demand and Supply of Public Goods^+ ^ , t h e  f i r s t  
E n g l i s h - l a n g u a g e  b o o k  i n  " p u r e "  p u b l i c  f i n a n c e , w h e r e i n  
t a x e s ,  v i e w e d  by B u c h a n a n  a s  a  p r i c e  f o r  p u b l i c  s e r v i c e s  
r e f l e c t i n g  t a x p a y e r  d em and ,  b r o u g h t  ' a b o u t  a n  e q u i l i b r i u m  
b e t w e e n  t h e  s u p p l y  a n d  demand o f  p u b l i c  g o o d s  v i a  a 
p o l i t i c a l  p r o c e s s .  The I t a l i a n  i n f l u e n c e  i s  u n m i s t a k a b l e  
b o t h  i n  c o n s t r u c t  a n d  i n  s p i r i t ,  an d  B u c h a n a n  c o n s c i o u s l y  
i m p a r t s  t h i s  f l a v o r  t o  t h e  r e a d e r  t h r o u g h  t h e  e x p l o i t s  o f

See J .  M. Buchanan, "La scienza delle finanze: The I t a l i a n
T r a d i t io n  i n  F i s c a l  Theory,"  F i s c a l  Theory and P o l i t i c a l  Economy: 
Se lec ted  Essays, Chapel H i l l ,  North Carolina:  U n ive rs i ty  o f  North 
Carolina P ress ,  1960, pp. 22-74

^ S e e  J .  M. Buchanan, The Demand and Supply o f  Publ ic  Goods, Chicago: 
Rand McNally & Co.,  196W.
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T i z i o  a n d  C a i o ,  two I t a l i a n s  on a  d e s e r t  i s l a n d ,  one  o f f e r i n g  
a p u b l i c  good  ( r e p e l l i n g  m o s q u i t o e s )  t o  t h e  o t h q . r .

D e s p i t e  M u s g r a v e ' s  a n d  B u c h a n a n ' s  e f f o r t s ,  t h e  
e x i s t i n g  E n g l i s h - l a n g u a g e  l i t e r a t u r e  i s  s t i l l  i n a d e q u a t e  
i n  many r e s p e c t s .  M u sg ra v e  d e a l s  w i t h  t h e  I t a l i a n  f i s c a l  
t h e o r i s t s  o n l y  t a n g e n t i a l l y , i n  r e l a t i o n  t o  t h e  b e n e f i t  
a p p r o a c h  t o  t a x a t i o n  a n d  p u b l i c  e x p e n d i t u r e .  B u c h a n a n ,  who wants 
to  f a m i l i a r i z e  th e  reader  w i th  the  c l a s s i c a l  I t a l i a n  f i s c a l  theo ry ,  uses 
too broad an o u t l i n e  i n  h i s  essay to  cover
a d e q u a t e l y  a s i x t y - y e a r  p e r i o d  b e t w e e n  1880 a n d  1 9 4 0 ,  an d  
d o e s  n o t  s u f f i c i e n t l y  e m p h a s i z e  t h e  e a r l i e r  p a r t ,  w h i c h  was 
m o s t  i m p o r t a n t ,  a l t h o u g h  a s  a n  o v e r v i e w  h i s  a c h i e v e m e n t  
i s  a d m i r a b l e .

T h i s  d i s s e r t a t i o n  f o c u s e s  on a r e l a t i v e l y  s h o r t  
t i m e  p e r i o d  t h a t  c o v e r s  t h e  l a s t  two d e c a d e s  o f  t h e  1 9 t h  
c e n t u r y  an d  d e v o t e s  a t t e n t i o n  t o  t h r e e  I t a l i a n  e c o n o m i s t s ,  
P a n t a l e o n i ,  d e  V i t i  de  Marco a n d  M a z z o l a ,  i n  o r d e r  o f  
i n c r e a s i n g  i m p o r t a n c e .  The p e r i o d  e x t e n d i n g  f rom  1880 t o  
1900 r e q u i r e s  s p e c i a l  e m p h a s i s .  T h o se  w e re  t h e  m o s t  f r u i t f u l  
y e a r s  i n  t h e  d e v e l o p m e n t  o f  I t a l i a n  f i s c a l  d o c t r i n e .  The 
p r e m i s e s  o f  p u b l i c  f i n a n c e  fo rm e d  d u r i n g  t h i s  p e r i o d  h a d  
a l a s t i n g  e f f e c t  on  m o d e rn  c o n t i n e n t a l  f i s c a l  t h e o r y .
B u c h a n a n ' s  a t t e n t i o n  i s  n o t  s p e c i a l l y  f o c u s e d  on t h i s  p e r i o d ,  
a l t h o u g h  he  c o n c e n t r a t e s  on t h e  w o rk s  o f  P a n t a l e o n i  a n d  de 
V i t i  de  M a rc o ,  w h ic h  came o u t  i n  1883 a n d  1888 r e s p e c t i v e l y .  
B u c h a n a n ' s  f o c u s  on  t h e s e  two e c o n o m i s t s  i s  much w a r r a n t e d  
s i n c e  t h e i r  i d e a s  i n d e e d  i n f l u e n c e d  m o s t  I t a l i a n  w r i t e r s  who 
f o l l o w e d .  P a n t a l e o n i  an d  de  V i t i ,  u n d o u b t e d l y  t h e  two m o s t  
i m p o r t a n t  e c o n o m i s t s  i n  I t a l y  i n  1 8 8 0 - 9 0 ,  t u r n e d  t h e i r
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a t t e n t i o n  t o  p u b l i c  f i n a n c e  f ro m  t i m e  t o  t i m e ,  a n d  t r u l y  
a d v a n c e d  t h e  I t a l i a n  f i s c a l  t h e o r y .  To t h e i r  r a n k ,  h o w e v e r ,  
m u s t  be  a d d e d  Ugo M a z z o l a ,  who s t u d i e d  f i s c a l  phenom ena  
e x c l u s i v e l y  a n d  was i n s t r u m e n t a l ,  more  t h a n  P a n t a l e o n i  
a n d  de  V i t i ,  i n  r e n d e r i n g  P u b l i c  F i n a n c e  a n  a u to n o m o u s  
s c i e n c e ,  d i s t i n c t  f ro m  P o l i t i c a l  Economy i n  I t a l y .

The o m i s s i o n  o f  M a z z o la  i n  B u c h a n a n ' s  e s s a y  i s  
q u i t e  s u r p r i s i n g  i n  t h a t  i t  was M a z z o l a ,  n o t  de  V i t i  o r  
P a n t a l e o n i ,  who d e f i n e d  p u b l i c  w a n t s  a n d  p u b l i c  g o o d s ,  and  
showed e x p l i c i t l y  how a n  e q u i l i b r i u m  b e t w e e n  t h e  s u p p l y  and  
demand o f  p u b l i c  g o o d s  c o u l d  be  a c h i e v e d  w i t h i n  a  p o l i t i c a l  
p r o c e s s  w i t h  t h e  h e l p  o f  v o l u n t a r y  t a x  p a y m e n t s .  I n  v i e w  
o f  t h e  them e  o f  h i s  1968 b o o k ,  The Demand and Supply of 
Public Goods, w h ic h  r e f l e c t s  so  c l o s e l y  M a z z o l a ' s  f i s c a l  
p a r a d i g m ,  B u c h a n a n ' s  o m i s s i o n  o f  t h i s  i m p o r t a n t  a u t h o r  becom es  
t r u l y  i n e x p l i c a b l e .

• - - O b j e c t i v e s  o f  t h e  D i s s e r t a t i o n .  The m a in  g o a l  o f  t h i s
 ■ ■ ■ a r f . .  i — . . I . . . . . . . . . . - . . . . . . . . . . . . .     I . - . , - — . . . . . . . . . . . . .  i ■  '

d i s s e r t a t i o n  i s  t o  e x p o u n d  t h e  i m p o r t a n c e  o f  M a z z o l a ' s  
c o n t r i b u t i o n  t o  t h e  t h e o r y  o f  p u b l i c  f i n a n c e .  But  t h i s  
c o u l d  n o t  b e  a c h i e v e d  w i t h o u t  d w e l l i n g  somew hat  u p o n  t h e  
b a c k g r o u n d  a n d  b a s i c  c h a r a c t e r i s t i c s  o f  t h e  c l a s s i c a l  I t a l i a n  
d o c t r i n e .  T h e r e f o r e ,  t h e  s e c o n d a r y  a im  i s  t o  p r e s e n t  some 
i m p o r t a n t  f e a t u r e s  o f  t h e  I t a l i a n  f i s c a l  f r a m e w o r k ,  e s p e c i a l l y  
t h o s e  t h a t  we owe t o  P a n t a l e o n i  an d  d e  V i t i  de  M arco .  T h e s e  
two men s e t  t h e  s t a g e  f o r  M a z z o l a ' s  i l l u s t r i o u s  p e r f o r m a n c e .  
M a z z o l a ' s ,  de  V i t i ' s  a n d  P a n t a l e o n i ' s  c o n t r i b u t i o n s  a r e  
i n t e r t w i n e d .  They w e r e  f a m i l i a r  w i t h  e a c h  o t h e r ' s  w o r k .  They 
a l l  s t a r t e d  o f f  a s  y o u n g  p r o f e s s o r s  a t  U n i v e r s i t y  o f  C a m e r i n o ,



6

a s m a l l  p r o v i n c i a l  u n i v e r s i t y  known f o r  i t s  a d h e r e n c e  t o  
e c o n o m ic  l i b e r a l i s m .  They t h e n  moved t o  a l a r g e r  p r o ­
v i n c i a l  u n i v e r s i t y ,  U n i v e r s i t y  o f  P a v i a ,  w h e re  M a z z o la  
r e m a i n e d  f o r  t h e  r e s t  o f  h i s  s h o r t  l i f e  w h e r e a s  P a n t a l e o n i  
and  de  V i t i  moved t o  U n i v e r s i t y  o f  Rome, t h e  m os t  
p r e s t i g i o u s  u n i v e r s i t y  i n  I t a l y .  They  w e re  c o l l e a g u e s  i n  
m o s t  i n t i m a t e  t e r m s ,  w r i t i n g  i n t r o d u c t i o n s  t o  e a c h  o t h e r ' s  
m a n u s c r i p t s ,  and  r o t a t i n g  t h e  g e n e r a l  e d i t o r s h i p  o f  t h e  
f o r e m o s t  I t a l i a n  e c o n o m ic  j o u r n a l ,  t h e  Giornale degli 
economisti, among t h e m .  They  c o n t r i b u t e d  l e n g t h y  a r t i c l e s  
t o  t h e  Giornale f ro m  t i m e  t o  t i m e ,  b u t  M a z z o la  m a i n t a i n e d  a 
r e g u l a r  c o lu m n ,  Le cronache , w h e re  he  r e p o r t e d  on c u r r e n t  
e c o n o m ic  i s s u e s .

T h e se  t h r e e  men f e l t  a s e n s e  o f  d i s s a t i s f a c t i o n
a s  t h e y  s u r v e y e d  t h a t  s o r r y  m i x t u r e  o f  p r a c t i c a l  p r e c e p t s ,
r a m b l i n g  d i s c u s s i o n s  o f  p h i l o s o p h i c  a n d  p o l i t i c a l  t h e m e s ,
comments  on l e g a l  t e x t s ,  an d  l o o s e  a p p l i c a t i o n s  o f  e c o n o m ic
l a w s ,  w h ic h  made up t h e  l i t e r a t u r e  o f  P u b l i c  F i n a n c e  i n  

1I t a l y .  As i n  E n g l a n d ,  P u b l i c  F i n a n c e  h ad  up  t o  t h e  1 8 8 0 ' s  
b e e n  r e g a r d e d  i n  I t a l y  a s  a n  a p p e n d i x  t o  p o l i t i c a l  economy 
d e a l i n g  w i t h  t h e  p r o b l e m s  o f  t a x a t i o n .  A l l  f i n a n c e  m i n i s t e r s ,  
S c i a l o j a ,  S e l l a ,  M a g l i a n i ,  F e r r a r a ,  h a d  b e e n  p r o f e s s o r s  o f  
e c o n o m ic s  t r y i n g  t o  f i n d  s o l u t i o n s  t o  f i s c a l  p r o b le m s  
h a u n t i n g  I t a l y  d u r i n g  t h e  y e a r s  o f  U n i f i c a t i o n ,  by a p p l y i n g  
t h a t  s o r r y  m i x t u r e .  P u b l i c  F i n a n c e  h a d  b e e n  n e v e r t h e l e s s  
s t u d i e d  a p a r t  f rom  t h e  m o t h e r  d i s c i p l i n e  o f  P o l i t i c a l  
Economy i n  I t a l y ,  b u t  " . . . m e r e l y  f o r  t h e  p r a c t i c a l  r e a s o n

1
L. E i n a u d i ' s I n t r o d u c t i o n  t o  A. de V i t i  de  M a r c o ' s  E n g l i s h  

t r a n s l a t i o n  o f  I primi principii dell ' economia finanziaria, 
Roma: 18 8 8 .  T r a n s l a t e d  a s  First Principles of Public Finance, 
L ondon :  J o n a t h a n  C a p e ,  1 9 3 4 ,  p .  22 .
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o f  d i v i s i o n  o f  s c i e n t i f i c  l a b o u r  t h a t  was made n e c e s s a r y  
by t h e  f a c t  t h a t  p r o f e s s i o n a l  e c o n o m i s t s  f o u n d  i t  i m p o s s i b l e  
t o  i n c l u d e  a l o n g  w i t h  g e n e r a l  e c o n o m ic  phenom ena  t h e  v e r y  
n u m ero u s  an d  i m p o r t a n t  phenom ena  w h i c h  [ w e r e ]  a s s o c i a t e d  
w i t h  t h e  l i f e  o f  t h e  S t a t e .

P a n t a l e o n i ,  d e  V i t i  an d  M a z z o la  w e re  q u i t e  a w a r e  
t h a t  t h e y  w e re  d e s t i n e d  t o  s h a p e  t h e  I t a l i a n  f i s c a l  
d o c t r i n e .  The p r o d u c t  o f  t h e i r  e n d e a v o r  was a  s u r p r i s i n g l y  
m o d e rn ,  h o l i s t i c ,  p u r ^ t h e o r y  o f  P u b l i c  F i n a n c e .  The e f f o r t s  
o f  t h e s e  t h r e e  men i n ^ l 8 8 0 ' s  r e s u l t e d  i n  t h e  e s t a b l i s h m e n t  
o f  t h e  scienza o f  P u b l i c  F i n a n c e ,  w i t h  a  s p e c i f i c  a im  o f  
s t u d y i n g  f i n a n c i a l  phenom ena  w i t h  a l l  t h e i r  p o s s i b l e  m a n i ­
f e s t a t i o n s  a n d  c o n s e q u e n c e s  ( e c o n o m i c ,  p o l i t i c a l  an d  l e g a l ) ,  
i n  t h e  f a c e  o f  s p e c i f i c  a s s u m p t i o n s  a n d  by f o l l o w i n g  p r o p e r  
d e d u c t i v e  l o g i c .  As w i l l  be shown i n  t h e  f o l l o w i n g  
c h a p t e r ,  o u r  f i s c a l  t h e o r i s t s  w e re  v e r y  c a r e f u l  i n  d e f i n i n g  
t h e  p r o p o s i t i o n s  a n d  a s s u m p t i o n s  o f  t h e i r  t h e o r i e s ,  b e i n g  
f u l l y  a w a re  t h a t  " . . . t h e  phenomena o f  P u b l i c  F i n a n c e  a r e  
v a r i a b l e .  T h u s ,  t h e  P u b l i c  F i n a n c e  o f  t h e  M id d le  Ages  i s  n o t  
t h e  P u b l i c  F i n a n c e  o f  m o d ern  t i m e s ; t h e  P u b l i c  F i n a n c e  o f  s t a t e s  
b a s e d  u p o n  s l a v e r y  a n d  a b s o l u t i s m  d i f f e r s  f ro m  t h a t  o f  f r e e  
an d  p a r l i a m e n t a r y  s t a t e s .  The r e s u l t i n g  t r e a t m e n t  i s  a 
c o m p le x  o n e ,  w h ic h  p a s s e s  f ro m  t h e  a b s t r a c t  t o  t h e  c o n c r e t e . "  
The d i s s e r t a t i o n  w i l l  s o r t  o u t  t h e  v a r i o u s  c o n t r i b u t i o n s  o f

2
L. E i n a u d i 1s I n t r o d u c t i o n  t o  de  V i t i ' s  First Principles.... 

c i t e d  i n  p r e v i o u s  p a g e ,  p .  2 3 .

3
De V i t i ' s  own I n t r o d u c t i o n  t o  t h e  E n g l i s h  E d i t i o n  o f  h i s  

First Principles.:;, p .  15 .
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P a n t a l e o n i ,  de V i t i  a n d  M a z z o la  i n  t h e  f o r m i n g  o f  t h e  new 
S c i e n c e  o f  F i s c a l  E c o n o m ic s  a n d  w i l l  d e m o n s t r a t e  t h e  
l e a d e r s h i p  o f  M a z z o l a ,  t h e  y o u n g e s t  member i n  t h e  g r o u p ,  
i n  t h i s  r e g a r d .

R e l e v a n c e  o f  t h e  D i s s e r t a t i o n . The d i s s e r t a t i o n
i s  r e l e v a n t  t o  m o d ern  p o l i c y  i s s u e s  i n  t h a t ,  i n  a d d i t i o n  t o
p o i n t i n g  o u t  t h e  i m p o r t a n t  p l a c e  o f  M a z z o la  w i t h i n  t h e
I t a l i a n  f i s c a l  d o c t r i n e ,  t h u s  c l o s i n g  a  gap  i n  t h e  h i s t o r y
o f  e c o n o m i c s ,  i t  i n t r o d u c e s  t h e  E n g l i s h - l a n g u a g e  s t u d e n t  o f
P u b l i c  F i n a n c e  t o  a  f r a m e w o r k  w h ic h  i s  s t r o n g e s t  p r e c i s e l y

4
i n  t h o s e  a r e a s  w h e re  t h e  A n g l o - S a x o n  t h e o r y  i s  w e a k e s t .
W h i le  t h e  c o n v e r s e  a l s o  h o l d s  t r u e ,  r e c o n c i l i n g  t h e  two i s  
n o t  i m p o s s i b l e ,  a s  p r o v e n  by L i n d a h l  t o  a  c e r t a i n  e x t e n t .  To 
do t h i s ,  t h e  s t u d e n t  m u s t  be  f a m i l i a r  w i t h  b o t h  f r a m e w o r k s .
Many m odern  i s s u e s  o f  p u b l i c  p o l i c y  r e q u i r e  t h i s  s y n t h e s i s .
F o r  e x a m p l e ,  a s  i n  many o t h e r  p u b l i c  p o l i c y  f i e l d s ,  i n  
h e a l t h  e c o n o m ic s  w i l l i n g n e s s - t o - p a y  h a s  b e e n  s u g g e s t e d  a s  a 
new m e a s u r e  o f  u t i l i t y  o f  h e a l t h  s e r v i c e s . ^  The s t a n d a r d  
g am b le  an d  o t h e r  t e c h n i q u e s  w e re  u s e d  a s  means o f  a s c e r t a i n i n g  
how much money a  p a t i e n t  w o u ld  be w i l l i n g  t o  p a y  t o  g e t  r i d  
o f  a  d i s e a s e .  The m a k in g  o f  r e s o u r c e  a l l o c a t i o n  d e c i s i o n s  
i n  h e a l t h  c a r e  becom es  more  r e s p o n s i v e  t o  s u b j e c t i v e  p r e f e r e n c e s

4
Buchanan's essay mentioned, p.  38.

5 See, f o r  example, J .  Steven l a n d e f e l t  and Eugene P. Seskin, "The 
Economic Value of  L ife :  Linking Theory to  P r a c t i c e , "  American Journa l  
of  Publ ic  H ea l th , June 1982, Vol. 72, No. 6,  pp. 555 -  566.



o f  c o n s u m e rs ,  W i I l i n g n e s s - t o - p a y  as a medium o f  a l l o c a t i o n  
o f  p r i v a t e  o r  p u b l i c  funds, was t o t a l l y  f a m i l i a r  to  P a n t a l e o n i ,  
de V i t i  and M azzo la .  By c o n t r a s t ,  c o e v a l  Anglo- 'Snxon f i s c a l  
t h e o r i s t s  (E d g ew o r th ,  S idgwic lc ,  l a t e r  M a r s h a l l  and P i g e n ) , 
i n f l u e n c e d  by t h e i r  d o c t r i n e  o f  " a b i l i t y - t o - p a y , "  r e a c h e d  
c o n c l u s i o n s  which  were  q u i t e  o p p o s i t e  from t h o s e  o f  t h e i r  
I t a l i a n  c o u n t e r p a r t s .

( * )The i n t e g r a t i o n  o f  t h e s e  a p p r o a c h e s  i s  p o s s i b l e . 
A c t u a l l y ,  b o t h  t h e  I t a l i a n  and t h e  A ng lo -S ax o n  f i s c a l  
d o c t r i n e s  had t h e  same o r i g i n :  B en tham ’ s u t i l i t a r i a n i s m ,
Bentham t o o k  i t  f o r  g r a n t e d  t h a t  u t i l i t y  was a m e a s u r a b le  
m a g n i tu d e  and t h a t  a " f e l i c i f i c  c a l c u l u s "  was p o s s i b l e ,  lie 
i n d i c a t e d  c e r t a i n  v a r i a b l e s  ( n e a r n e s s  i n  t i m e ,  c e r t a i n t y ,  e t c . )  
which  would d e t e r m i n e  u t i l i t y .  However, Bentham was aw are  
o f  t h e  d i f f i c u l t i e s  i n  t h e  a c t u a l  m easu rem en t  o f  someone 
e l s e ' s u t i l i t y ,  and t h e r e f o r e  s e t t l e d  f o r  e a c h  i n d i v i d u a l  
d e c i d i n g  t h e  u t i l i t y  o n l y  f o r  h i m s e l f .  The S t a t e  s h o u ld  
maximize  t h e  sum of  t h e  u t i l i t i e s  o f  t h e  « i n d i v i d u a l s  o f  t h e  
s o c i e t y .  B e n th a m 's  p r i z e  p u p i l ,  J .  S. M i l l , c o r r e c t l y  r e a l i z e d  
t h a t  t h e  p r o p e r  method t o  u s e  i n  t h e  f e l i c i f i c  c a l c u l u s  

was t o  be found  i n  t h e  b e n e f i t  a p p r o a c h , r a t h e r  t h a n  i n  
a b i l i t y - t o - p a y , s i n c e  B e n th a m 's  c r i t e r i o n  was b a se d  on 
i n d i v i d u a l  p r e f e r e n c e s  , and v?as t h u s  c o n s i s t e n t  w i t h  t h e  
b e n e f i t  a p p r o a c h ,  w h e rea s  a b i l i t y - t o - p a y  depen d e d  on 
commen.surabi 1 i t y  o f  d i f f e r e n t :  i n d i v i d u a l s '  u t i l i t i e s ,  o r  
on t h e  form o f  t h e  s o c i a l  w e l f a r e  f u n c t i o n .  To J .  S. M i l l ,  
t h e  b e n e f i t  p r i n c i p l e  a l l o w e d  t h i s  c o n s t r u c t  s i n c e  i t  v iew ed 
t h e  r e l a t i o n  o f  t a x p a y e r  and S t a t e  i n  quid pro quo t e r m s . ^

(*'0As i t  i s  possible  to gain a deeper ins igh t  to  u t i l i t y  theory by in teg ra t ing  
the two conf l ic t ing  schools of welfare economics, the marginal is t  (Marshall- 
Pigou) and the o r d in a l i s t  (Robbins-Hicks). For an excel len t  d iscussion of  
tills issue see R. Cooter and P. Rappoport, "here the Ord inal is ts  Wrong About 
Welfare Economists?," Journal of Economic L i te ra tu re ,  Vol. XXIT (.Juno ,
pp. 507-550. '  ..............

6R. A. Musgrave, Theory of Pub l ic  Finance, New Yon.: McGrav.--Hill, 1159, p. 62.

v
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But J .  S. M i l l  s t i l l  c o n c l u d e d  t h a t  " a b i l i t y - t o - p a y "  
was p r e f e r a b l e  t o  " b e n e f i t "  s i n c e  t h e  l a t t e r  w o u ld  
y i e l d  o n l y  q u a l i t a t i v e  r e s u l t s ,  p r o b a b l y  u s e f u l  f o r  c r i m i n a l  
j u s t i c e ,  b u t  n o t  f o r  e c o n o m ic  d e c i s i o n  m ak in g  o f  t h e  S t a t e .
E d g e w o r th  s e a l e d  t h e  doom o f  t h e  b e n e f i t  a p p r o a c h  w hen ,
u s i n g  m a r g i n a l  a n a l y s i s ,  h e  a p p l i e d  t h e  s u m - o f - u t i l i t i e s  
c r i t e r i o n  ( m i n i m i z i n g  a g g r e g a t e  s a c r i f i c e )  t o  t h e  d e t e r m i ­
n a t i o n  o f  t a x  r e v e n u e s ,  t h u s  r e n d e r i n g  " a b i l i t y - t o - p a y "  a
t r a d e m a r k  o f  t h e  A n g l o - S a x o n  f i s c a l  d o c t r i n e .

W h i le  t h e r e  w e re  n u m e ro u s  p r o b le m s  i n  a p p l y i n g  
u t i l i t y  t o  public g o o d s  ( e . g . ,  e x t e r n a l i t i e s ) ,  t h e  
a p p l i c a t i o n  o f  B e n t h a m ' s  h e d o n i s t i c  p s y c h o l o g y  t o  p r i v a t e  
c h o i c e  d i d  n o t  y i e l d  p r o b l e m a t i c  r e s u l t s .  B e n t h a m ' s  
u t i l i t a r i a n i s m  became t h e  s t a r t i n g  p o i n t  o f  m o d ern  e c o n o m i c s ,  
a s  t h e  p o s s i b i l i t y  o f  f r a m i n g  u t i l i t y  i n  m a r g i n a l  t e r m s  
was g r a s p e d  ■ s i m u l t a n e o u s l y  by J e v o n s  i n  E n g l a n d ,  W a l r a s  
i n  S w i t z e r l a n d  an d  M enger  i n  A u s t r i a ,  b e t w e e n  1871 a n d  1 8 7 4 .  
I t a l i a n  e c o n o m i s t s  f u l l y  a b s o r b e d  t h e  u t i l i t y  v i e w  o f  v a l u e  
o f  p r i v a t e  g o o d s .  The n o t i o n  o f  u t i l i t y  h ad  p l a c e  i n  t h e  
w r i t i n g s  o f  B e r n a r d o  D a v a n z a t i  ( 1 5 2 9 - 1 6 0 6 )  a n d  F e r d i n a n d o  
G a l i a n i  ( 1 7 2 8 - 1 7 8 7 ) .  T h a t  t h e  v a l u e  o f  c o m m o d i t i e s  was 
d e r i v e d  f ro m  t h e i r  u t i l i t y ,  a n d  n o t  f ro m  s c a r c i t y  o r  
c o s t  o f  p r o d u c t i o n ,  was e x p o u n d e d  i n  F e r r a r a ' s  a r t i c l e s  i n  
1 8 5 0 ' s ,  an d  a b o u t  t h e  same t i m e ,  B r i g a n t i  d e f i n e d  e c o n o m ic s  
a s  " m e c h a n i c s  o f  p l e a s u r e ,  o r  h e d o n i s m . "

What was p r o b l e m a t i c  i n  p u b l i c  econom y,  h o w e v e r ,  
was t h e  f a c t  t h a t  when t h e  a p p r o p r i a t e  c o r o l l a r y  t o  t h e  

p r i n c i p l e  o f  b e n e f i t ,  t h a t  i s ,  t h e  p r i n c i p l e  t h a t  t h e  
p e r c e i v e d  b e n e f i t  w o u ld  be t r a n s l a t e d  i n t o  e f f e c t i v e  demand 
and  t h u s  i n f l u e n c e  t h e  a l l o c a t i o n  o f  e co n o m ic  r e s o u r c e s ,  was 
a p p l i e d  t o  f i s c a l  d e c i s i o n s ,  i n a d e q u a t e  r e s u l t s  w e r e  o b t a i n e d .  
The B r i t i s h  f i s c a l  t h e o r i s t s  f o u n d  a w h o l e s a l e  s o l u t i o n  t o  t h i s  
p r o b le m  by e m b r a c i n g  t h e  a b i l i t y - t o - p a y  v i e w  i n  w h ic h
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S t a t e  was no l o n g e r  s u b j e c t  t o  t h e  r u l e s  o f  t h e  m a r k e t  p r o c e s s .  
T h i s  p r i n c i p l e ,  s u g g e s t e d  by  no l e s s  t h a n  S m i th  h i m s e l f  and  
b u t t r e s s e d  by E d g e w o r t h ,  a l l o w e d  f o r  t h e  t r e a t m e n t  o f  t h e  
i n d i v i d u a l s '  c o n t r i b u t i o n s  t o  t h e  f i n a n c i n g  o f  p u b l i c  goo d s  
a s  a s e p a r a t e  i s s u e ,  i n d e p e n d e n t  f ro m  t h e  i s s u e  o f  t h e  
s u p p l y  o f  p u b l i c  g o o d s .  The r o l e  o f  t h e  i n d i v i d u a l  i n  t h e  
d e t e r m i n a t i o n  o f  t h e  o f f e r i n g  a n d  p r i c i n g  o f  t h e  p u b l i c  good 
was t o t a l l y  n e g l e c t e d .  The i n d i v i d u a l  was r e d u c e d  t o  a  mere  
" t a x p a y e r , "  an d  t h e  s a l i e n t  i s s u e  t h a t  e m e rg e d  was "how much 
t a x  s h o u l d  t h e  i n d i v i d u a l  p ay  t o  a  c o e r c i v e  S t a t e . I n  
s h o r t ,  w ha t  p r o m p t e d  t h e  E n g l i s h  e c o n o m i s t s  t o  f a v o r  t h e  
a b i l i t y - t o - p a y  a p p r o a c h  was n o t  i t s  i n h e r e n t  s u p e r i o r i t y  
t o  t h e  b e n e f i t  a p p r o a c h ,  b u t  t h e  l a t t e r ' s  i n a b i l i t y  t o  y i e l d  
c a r d i n a l  m e a s u re m e n t  o f  u t i l i t y  o f  p u b l i c  g o o d s .

I t a l i a n s  w e r e  more  r e l u c t a n t  t o  d i s p o s e  o f  t h e  
b e n e f i t  p r i n c i p l e , w h i c h  h a d  i t s  r o o t s  i n  I t a l y  i n  t h e  
w r i t i n g s  o f  S t .  Thomas o f  A q u i n a s  (Summa theologiae, 1273)  
an d  l a t e r  Tommaso C a m p a n e l l a  {La oitta del sole , 1602)^ who 
e x p o u n d e d  t h e  p r i n c i p l e  a s  a d i c t u m  o f  j u s t i c e .  The S t a t e  
m u s t  be r u l e d  by p u r e  r e a s o n  t o  a d v a n c e  t h e  r a t i o n a l  c r e a t u r e  
o f  God,  man, t o  w o r d l y  a n d  h e a v e n l y  b e a t i t u d e .  T h i s  v i e w  
was l a t e r  a p p l i e d  t o  p u b l i c  f i n a n c e  by  F r a n c e s c o  F e r r a r a ,  
t h e  t e a c h e r  o f  a l l  t h r e e  I t a l i a n  e c o n o m i s t s  u n d e r  c o n s i d e r a t i o n ,  
a s  a p r i n c i p l e  o f  j u s t i c e  i n  t h e  d e t e r m i n a t i o n  o f  t h e  
q u a n t i t y  an d  p r i c e  o f  p u b l i c  g o o d s ;  h o w e v e r ,  F e r r a r a ' s  
d i s c u s s i o n  was m i n g l e d  w i t h  p o l i t i c a l  a n d  p h i l o s o p h i c a l  
a r g u m e n t s  t h a t  b l u r r e d  t h e  i s s u e .  The p o i n t  i s  t h a t  
t h e  w o rk s  o f  b e n e f i t - v i e w  a u t h o r s ,  I t a l i a n  o r  f o r e i g n ,  w ere

This po in t  i s  made by Musgrave and Peacock i n  R. A. Musgrave and 
A. T. Peacock, Glass ies  i n  th e  Theory o f  Publ ic  F inance. New York: 
S t .  M ar t in 's  P re ss ,  1967, pp. ix--x.
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known t o  P a n t a l e o n i ,  d e  V i t i  a n d  M a z z o l a .  They  r e a d  o t h e r  
b e n e f i t - v i e w  p h i l o s o p h e r s  s u c h  a s  G r o t i u s ,  R o u s s e a u  and  
L o c k e . s i n c e  a l l  t h r e e  w e r e  f l u e n t  i n  f o r e i g n ' l a n g u a g e s . 
M a z z o la  r e a d  S a x ' s  G.rundlegung der theoretischen Staats- 
wirthschaft a n d  W i e s e r ' s  Der naturliche Wert i n  German; 
P a n t a l e o n i ,  whose m o t h e r  was E n g l i s h  a n d  who g r a d u a t e d  f rom 

U n i v e r s i t y  o f  P o t s d a m  ( B e r l i n )  i n  c l a s s i c a l  s t u d i e s  b e f o r e  
g e t t i n g  h i s  l a w  d o c t o r a t e  f ro m  U n i v e r s i t y  o f  Rome, was a  , 
p o l y g l o t ,  c o n v e r s a n t  with E n g l i s h ,  German an d  F r e n c h  e c o n o m ic  
l i t e r a t u r e .  De V i t i ,  a  m a r q u i s ,  was t r a i n e d  i n  b o t h  E n g l i s h  
an d  F r e n c h .  T h e s e  men : f o u n d  a  v e r y  i n g e n i o u s  way t o  r e v i v e  
t h e  b e n e f i t  a p p r o a c h .  They  i n t e r p r e t e d  t h e  b e n e f i t  p r i n c i p l e  
n o t  a s  a c o n d i t i o n  o f  j u s t i c e ,  a s  p r o p o s e d  by  t h e  a u t h o r s  
m e n t i o n e d ,  b u t  a s  a c o n d i t i o n  o f  e f f i c i e n c y  i n  t h e  s u p p l y  and  
demand o f  p u b l i c  g o o d s .  H ow ev er ,  t h e y  w e re  c a r e f u l  n o t  t o  
make t h e  m i s t a k e  t h a t  t h e i r  E n g l i s h  c o u n t e r p a r t s  made when 
t h e y  e x t e n d e d  t h i s  p r i n c i p l e  t o  p u b l i c  e c o n o m i c s :  a l t h o u g h  
t h e  r e l a t i o n  b e t w e e n  t h e  c i t i z e n  and  t h e  S t a t e  i s  one  o f  e x ­
c h a n g e  , and t h e  v o l u n t a r y  p ay m en t  i s  t h e  b a s i s  o f  v a l u a t i o n ,  
t h e  r u l e s  o f  v a l u a t i o n  o f  p u b l i c  g o o d s  a r e  d i f f e r e n t  f rom  
t h o s e  o f  p r i v a t e  g o o d s .  W h i le  t h e  t a x  i s  a p r i c e  f o r  t h e  
p u b l i c  goo d s  e n j o y e d  ( o r  t o  be  e n j o y e d  i n  t h e  f u t u r e ) ,  
t h e  e q u i l i b r i u m . o f  s u p p l y  an d  demand o f  p u b l i c  goo d s  i s  
a c h i e v e d  by a p o l i t i c a l  p r o c e s s  i n  w h ic h  t h e  S t a t e  a c t s  i n  
r e s p o n s e  t o  t h e  " a v e r a g e "  v o t e r  dem and .  The e q u i l i b r i u m ,  
a c c o r d i n g  t o  I t a l i a n  f i s c a l  t h e o r i s t s ,  i s  w i t h i n  r e a c h ,  
s i n c e  t h e  S t a t e  i s  g i v e n  s o u n d ,  u n a m b ig u o u s  r u l e s  t o  u s e  i n  
t h e  d e t e r m i n a t i o n  o f  t h e  o u t p u t  an d  p r i c e  o f  t h e  p u b l i c

(Vs)
The m odern  v e r s i o n  o f  t h i s  v i e w  i s  p r e s e n t e d  by H. Bowen, 

"The I n t e r p r e t a t i o n  o f  V o t i n g  i n  t h e  A l l o c a t i o n  o f  Economic  
R e s o u r c e s . "  O JE . 1 9 4 3 .
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good  i n  q u e s t i o n .  T h i s  i s s u e  w i l l  be e l a b o r a t e d  i n  

Chapter 2,  Econom ic  A c t i v i t y  an d  t h e  S t a t e .

As suggested i n  the  example r e f e r r e d  to  e a r l i e r  where w i l l -  
ingness - to -pay  was proposed as a measure o f  demand f o r  h ea l th  s e rv ic e s ,  
t h e  A n g l o - S a x o n  e c o n o m i s t  f a m i l i a r  w i t h  t h e  I t a l i a n  t r a d i t i o n  
w i l l  be  more  c a r e f u l  i n  d e v e l o p i n g  p a r t i a l  e q u i l i b r i u m  
m o d e l s .  The p o l i t i c a l  p a r a d i g m  m u s t  be  t a k e n  i n t o  c o n s i ­
d e r a t i o n .  T h i n g s  s i m p l y  do n o t  h a p p e n  i n  a v acuum .  To 
q u o t e  de  V i t i ,  we s h o u l d  " . . . t r e a t  P u b l i c  F i n a n c e  a s  a 
t h e o r e t i c a l  s c i e n c e ,  a s s i g n i n g  t o  i t  t h e  t a s k  o f  e x p l a i n i n g  
[ f i s c a l ]  phenom ena  a s  t h e y  a p p e a r  i n  t h e i r  h i s t o r i c a l  
s e t t i n g .  H ence  i t  i s  n e c e s s a r y ,  on t h e  one  h a n d ,  t o  go 
b a c k  t o  t h e  c a u s e s  o f  t h e s e  p h en o m en a ,  a n d ,  on  t h e  o t h e r

Q
h a n d ,  t o  t r a c e  t h e i r  e f f e c t s . "  The e c o n o m i s t  i s  e x p e c t e d  
t o  g i v e  due  a t t e n t i o n  t o  c e r t a i n  ceteris t h a t  a r e  c l e a r l y  
non paribus. T h e s e  m i g h t  i n c l u d e  p e r s o n a l  d i f f e r e n c e s  i n  
p e r c e p t i o n s ,  c o g n i t i v e  p r o c e s s e s ,  a n d  v a l u e s ,  a s  w e l l  a s  g r o u p  
d e c i s i o n  p r o c e s s e s  s u c h  a s  b a r g a i n i n g ,  c o a l i t i o n s  and p r e v a i l ­
i n g  o r g a n i z a t i o n a l  c o n s t r a i n t s .

The P l a n  o f  t h e  D i s s e r t a t i o n . P a n t a l e o n i ,  de  V i t i  
an d  M a z z o la  c l e a r e d  up  many m i s c o n c e p t i o n s  t h a t  b e l e a g u e r e d  
t h e  I t a l i a n  p u b l i c  f i n a n c e  t h o u g h t  u n t i l  1 8 8 0 ' s .  The 
d i s s e r t a t i o n  g r o u p s  t h e s e  c o n t r i b u t i o n s  u n d e r  t h r e e  h e a d i n g s .

I n  C h a p t e r  2 a r e  i n c l u d e d  t h e  c o n t r i b u t i o n s  o f  
o u r  a u t h o r s  i n  d e l i n e a t i n g  t h e  c h a r a c t e r i s t i c s  o f  t h e  p o l i t i c a l

Q

De V i t i ' s  I n t r o d u c t i o n  t o  h i s  P r i n c i p l e s , p .  15 .
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p r o c e s s  t h a t  w o u ld  b r i n g  a b o u t  t h e  e q u i l i b r i u m  b e t w e e n  t h e  
demand and  s u p p l y  o f  p u b l i c  g o o d s .  The l e a d i n g  r o l e  i n  t h i s  
c h a p t e r  b e l o n g s  t o  de V i t i .  H is  c o n c e p t i o n  o f  t h e  S t a t e  a s  a 

responsive e n t i t y  i s  t r u l y  r e v o l u t i o n a x ' y  » M a z z o l a ' s  
i n t e r e s t  i n  t h i s  a r e a  i s  a  s e c o n d a r y  o n e :  h a v i n g  a c c e p t e d
de V i t i ' s  p o l i t i c a l  p a r a d i g m ,  he  t u r n s  h i s  a t t e n t i o n  t o  
i t s  c o r o l l a r y ,  t h a t  i s ,  t o  f o r m u l a t i n g  a p r o p e r  d e c i s i o n  
r u l e  f o r  a S t a t e  w h ic h  i s  r e s p o n s i v e  t o  p u b l i c  d em and ,  and  
a w a r e  o f  c o m p l i c a t i o n s  o f  g r o u p  d e c i s i o n  m a k in g  p r o c e s s e s .
M a z z o la  a s s e r t e d  t h a t  t h e  d e c i s i o n  r u l e  l a y  i n  e c o n o m i c s ,  
an d  n o t  i n  s o c i o l o g y ,  p o l i t i c s ,  p h i l o s o p h y ,  l a w  o r  r e l i g i o n .

Chapter 3 dea ls  mainly with  Mazzola's c o n t r ib u t io n  i n  

t r a n s f o r m i n g  t h e  h o d g e p o d g e  o f  I t a l i a n  f i n a n c i a l  p o l i t i c s  
i n t o  a  " s c i e n c e "  o f  P u b l i c  F i n a n c e .  M a z z o l a ' s  I  dati 
scientifici della finanza pubblica ( 1 8 9 0 )  m a rk s  t h e  d a t e  
o f  t h e  b i r t h  o f  t h i s  new " p u r e "  s o c i a l  s c i e n c e ,  w h i c h  h a s  
b e e n  more r e s p e c t e d  i n  I t a l y  t h a n  P o l i t i c a l  Economy. I t a l i a n  
P u b l i c  F i n a n c e  g a i n e d  a t h e o r e t i c a l  c h a r a c t e r  w h i c h  P o l i t i c a l  
Economy l a c k e d  f o r  a l o n g  t i m e .  I t  was p r e c i s e l y  t h e  d e t e r ­
m i n a t i o n  t o  r e m a i n  t h e o r e t i c a l  t h a t  g a v e  M a z z o l a ' s  w ork  a 
p r a c t i c a l  v a l u e :  i n  t h i s  way,  t h o s e  who g o v e r n ,  g u i d e d  by t h e  
a im s  o f  b e n e f i t i n g  t h e m s e l v e s ,  on t h e  one  h a n d  (by s e c u r i n g  
t h e i r . o w n  c o n t i n u a t i o n  i n  o f f i c e ) , a n d  b e n e f i t i n g  t h e  w h o le  
n a t i o n ,  on t h e  o t h e r ,  w ou ld  r a t i o n a l l y  d e t e r m i n e  w h a t  a l t e r n a t i v e  
a c t i o n s  w e re  a v a i l a b l e  b o t h  i n  t a x a t i o n  an d  i n  s p e n d i n g ,  and  
w h a t  w o u ld  be t h e  c o n s e q u e n c e s  o f  e a c h .

This chap te r  p r e s e n t s  t h e  c h a r a c t e r i s t i c s  o f  t h e
"scienza" di economia finanziaria, o r  t h e  " p u r e "  I t a l i a n
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t h e o r y  o f  p u b l i c  f i n a n c e ,  w h ic h  s u r p a s s e s  t h e  c o e v a l  
B r i t i s h  d o c t r i n e  i n  many r e s p e c t s .  The d i s c u s s i o n  o f  t h e  
I t a l i a n  d o c t r i n e  w i l l  be  p r e s e n t e d  i n  r e l a t i o n  t o  t h e  B r i t i s h ,  
a l t h o u g h  r e f e r e n c e s  w i l l  be made t o  t h e  A u s t r i a n  an d  
S c a n d i n a v i a n  s c h o o l s ,  e s p e c i a l l y  when M a z z o l a ' s  c o n t r i b u t i o n s  
a r e  e x a m in e d  i n  d e t a i l .  The f i n a l  c h a p t e r  d e a l s  w i t h  
m ode rn  i m p l i c a t i o n s  o f  t h e  I t a l i a n  t r a d i t i o n  o f  p u b l i c  f i n a n c e .  
The I t a l i a n  d o c t r i n e  i s  n o t  s e e n  a s  a  r e p l a c e m e n t  f o r  t h e  A n g l o -  
Saxon  d o c t r i n e ,  w h ic h  e n r i c h e d  t h e  c u r r e n t  d i s c i p l i n e  o f  
p u b l i c  f i n a n c e  i n  many a r e a s  s u c h  a s  s h i f t i n g ,  i n c i d e n c e ,  and  
v a r i o u s  e f f e c t s  o f  v a r i o u s  t y p e s  o f  t a x e s  -  a n n o u n c e m e n t ,  
i n c o m e ,  and  d i s t r i b u t i o n a l .  What i s  s u g g e s t e d  i s  a  s y n t h e s i s  
o f  t h e s e  two s e e m i n g l y  i n c o m p a t i b l e  a p p r o a c h e s .

The m a in  l i n e s  o f  t h e  i n d e p e n d e n t  E n g l i s h  f i s c a l
d o c t r i n e  r e l i e d  h e a v i l y  on t a x a t i o n  t h e o r y  a n d  f i s c a l  p o l i c i e s
a s  means  o f  s e c u r i n g  e c o n o m ic  s t a b i l i t y .  A c l o s e  e x a m i n a t i o n
o f  f i s c a l  i n s t i t u t i o n s  an d  t o o l s  was made ,  h o w e v e r ,  o n l y  w i t h
r e f e r e n c e  t o  t h e  t a x  s i d e .  P u b l i c  e x p e n d i t u r e  was t r a d i t i o n a l l y
t r e a t e d  d e s c r i p t i v e l y ,  w i t h  t h e  s u p p o r t  o f  s c a t t e r e d  t h e o r e t i c a l
i n s i g h t s  g l e a n e d  f ro m  Adam S m i th  o r  f ro m  t h e  w e l f a r e  e c o n o m ic s  

9
o f  P i g o u .  O n ly  i n  t h e  p a s t  t w e n t y  y e a r s  h a s  t h e  E n g l i s h  
p u b l i c  f i n a n c e  l i t e r a t u r e  t a k e n  a t u r n  t o w a r d  a  p r e s c r i p t i v e  
t h e o r y  o f  p u b l i c  e x p e n d i t u r e ,  f o l l o w i n g  c o n t r i b u t i o n s  o f  
i n f l u e n t i a l  a u t h o r s  s u c h  a s  S a m u e l s o n ,  M u sg ra v e  an d  
B u c h a n a n ,  whose  t h e o r i e s  w e re  b a s e d  on  t h e  d i s c o v e r y  o f  
" p u b l i c  g o o d s "  a s  a p o s i t i v e  e l e m e n t .  By a n d  l a r g e ,  
h o w e v e r ,  t h e  I t a l i a n  c o n c e p t  o f  p u b l i c  good  h a s  n o t  
y e t  f u l l y  p e n e t r a t e d  t h e  A n g l o - S a x o n  f i s c a l  d o c t r i n e ,
" . . . a n d  i t  r e m a i n e d ,  f o r  t h e  m o s t  o f  t h e  E n g l i s h - s p e a k i n g  
e c o n o m ic  w o r l d ,  y e t  a n o t h e r  m y s t e r y  i n  t h e  P a n d o r a ' s  box

J .  G. H ead ,  Public Goods and Public Welfare, Durham, N o r t h  
C a r o l i n a :  Duke U n i v e r s i t y  P r e s s ,  1 9 7 4 ,  p .  68 .
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o f  C o n t i n e n t a l  e s o t e r i c a . T h i s  d i s s e r t a t i o n  w i l l  h a v e  
a c h i e v e d  i t s  o b j e c t i v e  i f  i t  h a s  c o n v e y e d  t h e  c o n s i d e r a b l e  
i m p o r t a n c e  o f  w h a t  i t  i s  i n  t h e  b o x ,  a n d  h a s  r e l a t e d  t o  t h e  
E n g l i s h - s p e a k i n g  e c o n o m i s t  t h e  a p p l i c a b i l i t y  o f  t h a t  
s t u f f  t o  c o n c e p t s  o f  m odern  f i s c a l  t h e o r i e s  m ore  f a m i l i a r  
t o  h i m / h e r .

^ ^ I b i d . ,  p .  1 6 5 .



CHAPTER 2

ECONOMIC ACTIVITY AND THE STATE

T h a t  t h e  I t a l i a n s  w e re  t h e  t r u e  f o u n d e r s  o f  
t h e  " p u r e "  t h e o r y  o f  Publ ic  Finance i s  unques t ionable .  As w i l l  
b e  s e e n  i n  t h i s  an d  t h e  f o l l o w i n g  c h a p t e r ,  t h e  opt imum 
c o n d i t i o n  a n a l y s i s  o f  p u b l i c  g o o d s ^ w h ic h  h a d  i t s  o r i g i n  
i n  P a n t a l e o n i  (1 8 8 3 )  a n d  de  V i t i  ( 1 8 8 8 ) ,  an d  was e l a b o r a t e d  by 
M a z z o la  ( 1 8 9 0 ) ,  was d e e p l y  a d m i r e d ,  f i r s t  by Continenta l  authors  
s u c h  a s  W i c k s e l l  an d  L i n d a h l ,  a n d  l a t e r  by S a m u e l s o n ,
M u s g r a v e 3  Buchanan and Peacock. The I t a l i a n s ,  t r u l y  proud o f  t h i s  

t r a d i t i o n ,  a l s o  c l a i m  t h a t  t h e y  w e re  t h e  f o u n t a i n h e a d s  o f  
P o l i t i c a l  Economy. To t h i s  e n d ,  t h e y  r e l i s h  p o i n t i n g  o u t  t h e  
many w orks  o f  1 7 t h  a n d  1 8 t h  c e n t u r y  I t a l i a n  e c o n o m i s t s  who 
e x p o u n d e d  o r i g i n a l  t h o u g h t s  on  t h e  d o c t r i n e  o f  v a l u e ,  
m oney,  p o p u l a t i o n  a n d  i n t e r n a t i o n a l  t r a d e .  The 'c la im s  
o f  t h e  I t a l i a n s  t o  p r i m a c y  i n  e c o n o m ic  s c i e n c e  w e re  d e f e n d e d
s t r o n g l y  by F e r r a r a  i n  1 8 5 0 s  i n  t h e  i n t r o d u c t i o n s  t h a t

- (*) 
h e  w r o t e  f o r  t h e  Biblioteca dell' Economista , an d  l a t e r
by P a n t a l e o n i , i n  n u m e ro u s  a r t i c l e s  t h a t  he  p u b l i s h e d  i n  t h e
Giornale. I t  was a s s e r t e d  a l s o  by e c o n o m i s t s  o f  o t h e r
C o n t i n e n t a l  c o u n t r i e s  t h a t  G a l i a n i  ( 1 7 2 8 - 1 7 8 7 )  was a n  o p p o n e n t
o f  i n t e r e s t  r a t e  r e s t r i c t i o n s  i n  p a r t i c u l a r  a n d  t h e  m e r c a n t i l i s t
s y s t e m  i n  g e n e r a l t h a t  V e r r i  ( 1 7 2 8 - 1 7 9 7 )  h a d  p leaded f o r  t h e
a b o l i t i o n  o f  t r a d e  r e s t r i c t i o n s ,  and t h a t  Ortes  (1 7 1 3 -1 7 9 0 )  was a

( * )
F e r r a r a ' s  i n s t r u c t i v e  i n t r o d u c t i o n s  t o  t h e  1 s t  a n d  2nd 

s e r i e s  o f  t h e  Biblioteca dell 'Economista,T o r i n o , 1 8 5 0 - 7 0 ,  w e re  
p u b l i s h e d  s e p a r a t e l y  i n  Esame storico-critico di economisti 
e dot trine economiche, T o r i n © ,  1 8 8 9 - 1 8 9 2 .

- 1 7 -
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1
p r e c u r s o r  o f  M a l t h u s .  The a d m i r e r s  o f  t h e  I t a l i a n  e c o n o m i s t s
w en t  so  f a r  a s  t o  s u g g e s t  t h a t  S m i t h ' s  book- w h i c h  a p p e a r e d  i n
1776 h a d  b e e n  i n d e b t e d  t o  V e r r i  f o r  h i s  k n o w le d g e  o f  t h e
d e f e c t s  o f  p r o t e c t i o n i s m ,  an d  t o  s u g g e s t  e v e n  t h a t  S m i th

2
o n l y  c o m p l e t e d  t h e  w ork  o f  S e r r a  ( 1 5 5 0 7 - 1 6 1 0 ? ) .  To a s s e s s  
t h e s e  c l a i m s  i s  b ey o n d  t h e  s c o p e  o f  t h i s  d i s s e r t a t i o n .  W h e th e r  
o r  n o t  S m i th  r e a d  V e r r i  o r  S e r r a  w i l l  n e v e r  be  known.  H ow ev er ,  
i n  o r d e r  t o  make t h e  p o i n t  t h a t  e c o n o m ic  s c i e n c e  h a s  a l w a y s  
b e e n  a n  I t a l i a n  v o c a t i o n ,  two e x a m p le s  f rom  t h e  h i s t o r y  o f

3
e c o n o m ic  d o c t r i n e s  a r e  w o r t h  m e n t i o n i n g :

" F i r s t  i t  was I t a l i a n  w r i t e r s  -namely Ludovico Muratori,  
Ferdinando P a o l e t t i ,  [Antonio] Genovesi, and o th e r s -  who 
had pleaded f o r  " the  g r e a t e s t  happiness o f  the  g r e a t e s t  
number" many years  before  the  p u b l ic a t io n  o f  Bentham' s : 
wel l  known books. Second, i t  i s  e s ta b l i s h e d  beyond doubt 
t h a t  [Giammaria] Ortes i n  h i s  Riflessioni sulla popolazione 
(1790) had a l read y  po in ted  out the  d i sp ro p o r t io n  between the  
inc rease  o f  popula t ion  and t h a t  o f  subs is tence  -even s t a t i n g  
and d i scu ss in g  the  geometr ical  growth o f  popu la t ion -  twenty 
o r  tw enty-f ive  years  before  Malthus. In  England M'Culloch 
af terward  went so f a r  as to  dec la re  i n  h i s  L i t e r a t u r e  of  
P o l i t i c a l  Economy t h a t  what was r i g h t  i n  th e  d o c t r in e  of 
Malthus had been a l ready  s t a t e d  [by y e t  another]  I t a l i a n  
economist Giovanni Botero i n  h i s  book, Della ragione di 
Stato (1589). The works o f  Botero, furthermore ,  had been

1
0. Weinberger,  "The I m p o r t a n c e  o f  F r a n c e s c o  F e r r a r a  i n  t h e  

H i s t o r y  o f  Econom ic  T h o u g h t , "  Journal  o f  P o l i t i c a l  Economy,
Vol. 48, 1940, pp. 91-92.

2
0 .  W e i n b e r g e r  i n  o p .  c i t . , r e f e r r i n g  t o  A. v o n  S c h w a r z k o p f ,  

Beitrage 2ur Studien in Italien im 17. und 18. Jahvhundert, 
S t r a s s b u r g ,  1 8 7 2 .  [ S e r r a  was a n  a d a m a n t  c r i t i c  o f  m e r c a n t i l i s m ,  
e s p e c i a l l y  o f  t h e  a p p l i c a t i o n  o f  r e s t r i c t i o n s  t o  econom ic ,  
p r o c e s s e s  by t h e  r u l e r s  o f  t h e  Kingdom o f  N a p l e s .  T h i s  s e n t  
h im t o  j a i l  a r o u n d  1 6 0 2 , w i t h  C a m p a n e l l a ,  w h e re  he  d i e d .  H is  
w o rk s  w e re  r e v i v e d  by G a l i a n i  i n  1 7 5 0 s ,  an d  l a t e r  by F e r r a r a . ]

3
0 .  W e i n b e r g e r ,  o p . c i t . ,  p p .  9 2 - 9 3 .
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t r a n s l a t e d  into frglish; - and i t  i s  s trange  t h a t  Malthus 
d id  no t  mention him, a l though he c i t e d  Machiavel l i  and 
was accustomed to  read  I t a l i a n  t e x t s . "

By a n d  l a r g e ,  h o w e v e r ,  t h e  i n f l u e n c e  o f  t h e  I t a l i a n s  
on  t h e  E n g l i s h  e c o n o m i s t s  h a d  b e e n  m i n i m a l :  t h e  i n f l u e n c e  w a s ,  
i n  f a c t ,  i n  t h e  o t h e r  d i r e c t i o n .  A g l a n c e  a t  t h e  a u t h o r  
i n d e x e s  o f  P a n t a l e o n i ,  de V i t i  a n d  M a z z o la  r e v e a l s  t h e i r  
f a m i l i a r i t y  n o t  o n l y  w i t h  J e v o n s , E d g e w o r th  and M a r s h a l l , 
b u t  w i t h  l e s s e r  f i g u r e s  o f  t h e  E n g l i s h  p o l i t i c a l  economy 

l i t e r a t u r e .

T h a t  t h e  d i r e c t i o n  o f  t h e  i n f l u e n c e  was a o n e -w ay  
s t r e e t  g o i n g  n o r t h - t o - s o u t h ,  a l t h o u g h  b e n e f i c i a l  f o r  t h e  
I t a l i a n  p o l i t i c a l  e c o n o m i s t ,  p r e v e n t e d  t h e  E n g l i s h  e c o n o m i s t  
i n t e r e s t e d  i n  P u b l i c  F i n a n c e  f ro m  i n c o r p o r a t i n g  t h e  many 
o r i g i n a l  t h o u g h t s  w h i c h  w o u ld  h a v e  e n r i c h e d  m o d ern  f i s c a l  
t h e o r y .  As m e n t i o n e d  i n  C h a p t e r  1 ,  t h e  I t a l i a n s  r e a d i l y  
a c c e p t e d  J e v o n s 1s t h e o r y  o f  m a r g i n a l  u t i l i t y  an d  t h e  
s u b j e c t i v e  v a l u e  a p p r o a c h .  I n  t h e  w o rk s  o f  P a n t a l e o n i ,  de 
V i t i  a n d  M a z z o l a ,  J e v o n s  was a lw a y s  g i v e n  du e  r e c o g n i t i o n ,  
a l o n g  w i t h  W a l r a s  a n d  M en g er .  The I t a l i a n  a c a d e m i c  com m uni ty  
o f  e c o n o m ic s  was r e a d y  t o  p e r c e i v e  t h e  i m p o r t a n c e  o f  t h e  
m a r g i n a l  r e v o l u t i o n  com ing  f ro m  t h e  n o r t h .  I n  f a c t ,  s t a r t i n g  
w i t h  F e r r a r a  i n  t h e  1 8 5 0 s ,  i t  was c l e a r l y  e s t a b l i s h e d  i n  
I t a l y  t h a t  t h e  b a s i s  o f  e c o n o m ic  c h o i c e ,  p r i v a t e  o r  p u b l i c ,  
m u s t  be i n d i v i d u a l  v a l u a t i o n .  The p h y s i o c r a t i c  c o n c e p t  o f  
s c a r c i t y  (vavete) a n d  t h e  B r i t i s h  c l a s s i c a l  c o n c e p t  o f  c o s t  
o f  p r o d u c t i o n  h a d  a l r e a d y  b e e n  r e f u t e d  a s  t h e  p r o p e r  b a s e s  
o f  v a l u e .  I t  was a l w a y s  t h e  i n d i v i d u a l  who made e co n o m ic  
d e c i s i o n s ,  by c o n s i d e r i n g  t h e  b e n e f i t s  e x p e c t e d  an d  t h e  c o s t s
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of  a l t e r n a t i v e  courses  o f  a c t io n  before .he  made a  purchase d ec is ion  
( p r i v a t e  g o o d s ) ,  o r  f o r  o u r  p u r p o s e s ,  b e f o r e  h e  c o m m i t t e d  
p u b l i c  f u n d s  f o r  an y  g i v e n  s o c i a l  p r o j e c t .

T h u s ,  t h e  e x t e n s i o n  o f  m a r g i n a l  a n a l y s i s  t o  t h e
p u b l i c  economy came v e r y  n a t u r a l l y  t o  t h e  I t a l i a n  f i s c a l
t h e o r i s t s  u n d e r  c o n s i d e r a t i o n .  T h i s  l i n e  o f  r e a s o n i n g  l e d
the  th re e  f i s c a l  t h e o r i s t s  under cons ide ra t ion  to  two general  premises t h a t
w ere  t r u l y  o r i g i n a l  - a n d ,  a s  i t  h a p p e n e d ,  c o m p l e t e l y  a t
odds  w i t h  t h e  B r i t i s h  f i s c a l  d o c t r i n e .  F i r s t ,  t h e  s p e n d i n g
a s p e c t  o f  g o v e r n m e n t  f i n a n c e  was g i v e n  e q u a l  f o o t i n g  w i t h  t h e
t a x a t i o n  a s p e c t .  T a x a t i o n  was t h o u g h t  o f  i n  t e r m s  o f  b o t h
t h e  t a x  i t s e l f  an d  t h e  g o v e r n m e n t  e x p e n d i t u r e s  f i n a n c e d  by 
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t h a t  t a x .  I n  o t h e r  w o r d s ,  a t a x  was n e v e r  d i s c u s s e d  
i n  o r  by i t s e l f ,  b u t  o n l y  i n  r e l a t i o n  t o  how t h e  t a x  money,  
c a l l e d  " t a x - p r i c e "  by  de V i t i  t h r o u g h o u t  h i s  e s s a y  It 
carattere teorico dell 'eaonomia finanziaria ( 1 8 8 8 ) ,  an d  h i s  
book  I primi principii dell ' eaonomia finanziaria ( 1 9 2 8 ) ,  
c o u l d  be  u s e d  t o  p r o v i d e  p u b l i c  g o o d s .  The s e c o n d  
p r e m i s e  h a d  t o  do w i t h  t h e  i d e n t i t y  o f  t h e  p e r s o n  who made 
t h e  c h o i c e  i n  t h e  p u b l i c  econom y.  As i n  t h e  E n g l i s h  t r a d i t i o n ,  
t h e  b u r d e n  o f  t h e  ’ c o s t s  and  t h e  s a t i s f a c t i o n  f rom
t h e  b e n e f i t s  o f  t h e  p u b l i c  g o o d s  w e re  f e l t  by  t h e  p r i v a t e  
i n d i v i d u a l .  B u t  t h e  p e r s o n  who d e c i d e d  on w h a t  t y p e  o f  t a x  
t o  l e v y ,  how much t o  l e v y ,  a n d  how t o  a l l o c a t e  t h e  t a x

V T T  /

r e v e n u e  t o  v a r i o u s  p u b l i c  g o o d s  was n o t  t h e  same i n d i v i d u a l .
The l a t t e r  was a  S t a t e  o f f i c i a l  c h a r g e d  by t h e  p u b l i c  w i t h  
t h e  s p e c i f i c  d u t y  o f  l e v y i n g  t a x e s  n e c e s s a r y  f o r  t h e  s u p p l y  
o f  p u b l i c  g o o d s ,  w h i c h ,  i n  t u r n ,  w ou ld  e n h a n c e  t h e  p u b l i c ' s

AE. R. R o l p h ,  The T h e o r y  o f  F i s c a l  E c o n o m i c s , B e r k e l e y ,  
C a l i f o r n i a :  U n i v e r s i t y  o f  C a l i f o r n i a  P r e s s ,  1 9 5 6 ,  p .  7.

( * ) The t h i r d  person masculine pronoun w i l l  be used throughout the  
d i s s e r t  a c t i o n  f o r  b r e v i ty .
(.#)

This i s su e  w i l l  be e labora ted  in  pp. 30-32 under the  t i t l e  The Ruling Class .
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s a t i s f a c t i o n  o f  w a n t s ,  p u b l i c  o r  p r i v a t e .  S i n c e  a  t a x  was 
i n t e r p r e t e d  a s  t h e  n e c e s s a r y  p r i c e  o f  t h e  p u b l i c  g o o d s  t o  
be  p r o d u c e d ,  a s  a p r o d u c e r  o f  t h e s e  g o o d s ,  t h e  S t a t e  w o u ld  
h a v e  a  t a x  c l a i m  f o r  e i t h e r  t h e  c o n s u m p t i o n  o f  t h e  p o s i t i v e  
u t i l i t y  t h a t  i t s  s e r v i c e s  p r o v i d e d  t o  t h e  " c o n s u m e r "  o f  
t h e s e  g o o d s ,  o r  t h e  u s e  o f  p r o d u c t i o n - f a c i l i t a t i n g  g o o d s  
t h a t  t h e  S t a t e  w ou ld  _ g r a n t  t o  t h e  p r o d u c e r s  o f  p r i v a t e  
g o o d s .

A c c o r d i n g  t o  de  V i t i ,  b e c a u s e  o f  t h e  p r o d u c t i v e  
n a t u r e  o f  t h e  S t a t e  f i s c a l  a c t i v i t y ,  t h e  c i t i z e n s  w o u ld  
welcome p u b l i c  goo d s  o f f e r e d  i n  c o n s u m a b le  f o rm :  s t r e e t  
l i g h t s ,  p o l i c e  s e r v i c e s ,  p u b l i c  e d u c a t i o n ,  e t c .  He c a r e f u l l y  
d i s t i n g u i s h e s  t h e  two d i m e n s i o n s  o f  c o n s u m a b le  b e n e f i t s  o f  
s u c h  p u b l i c  g o o d s .  T a k i n g  p u b l i c  e d u c a t i o n  a s  an  e x a m p l e ,  
de  V i t i  a s s e r t s  t h a t  o n l y  a  p o r t i o n  o f  t h e  b e n e f i t  
s tem m in g  f ro m  p u b l i c  e d u c a t i o n ,  t h e  " g e n e r a l "  b e n e f i t ,  
i s  s t r i c t l y  i n d i v i s i b l e ,  a n d  t h u s  t o  be  f i n a n c e d  w i t h  
g e n e r a l  t a x e s .  The " p a r t i c u l a r " ,  t h a t  i s  v o c a t i o n a l ,  
b e n e f i t  o f  e d u c a t i o n  s h o u l d  b e  s u b j e c t  t o  f e e s  ( t u i t i o n ) .
Mus g r a v e ' s  fam ed m u l t i p l e  t h e o r y  o f  t h e  p u b l i c  h o u s e h o l d  was 

inf luenced  by de V i t i ' s  dichotomy v i a  Wicksell  and Lindahl.  In  f a c t ,  the  
c e n t r a l  c o n t r i b u t i o n  o f  M u s g r a v e ' s  m u l t i p l e  t h e o r y  i s  t o  
be  fo u n d  i n  t h e  t w i n  c o n c e p t s  o f  " s o c i a l  w a n t s "  a n d  " m e r i t  
w a n t s "  w h ic h  d o m i n a t e  h i s  d i s c u s s i o n  o f  t h e  A l l o c a t i o n  

B ra n c h . '*  S i m i l a r l y ,  f o l l o w i n g  B a u m o l ' s p i o n e e r i n g  work* o f  1952^ \

i t  h a s  b e e n  shown t h a t  t h e  I t a l i a n  p u b l i c  good  c o n c e p t  c a n  r e a d i l y  
be g e n e r a l i z e d  i n t o  t h e  A n g l o - S a x o n  c o n c e p t  o f  n o n a p p r o p r i a b i l i t y  
( o r  e x t e r n a l i t y )  t o  become a n  i m p o r t a n t  e l e m e n t  e s p e c i a l l y  f o r

“*J. G. H ead ,  P u b l i c  Goods a n d  P u b l i c  W e l f a r e . Durham, N o r t h  
C a r o l i n a :  Duke U n i v e r s i t y  P r e s s ,  1 9 7 4 ,  p .  2 1 4 .
( * ) W. J .  Baum ol ,  Wel f a r e  E c onom ics  a n d  t h e  T h e o r y  o f  t h e  St a t e ,  
L o ndon ,  1 9 5 2 .
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fo r  s tudvinv th e  m isa l lo c a t io n  of  re sources ,  e c o n o m ic  i n s t a b i l i t y ,  
a n d  s u b o p t i m a l  r a t e s  o f  e co n o m ic  g r o w t h .

t '

T a x ,  P u b l i c  E x p e n d i t u r e  a n d  t h e  S t a t e . The two 
c h a r a c t e r i s t i c s  o f  t h e  I t a l i a n  d o c t r i n e ,  n a m e l y ,  t h e  
i n t e r t w i n i n g  o f  b o t h  s i d e s  o f  t h e  b u d g e t  a n d  t h e  i n c l u s i o n  
o f  t h e  S t a t e  a s  a  p r o d u c t i v e  f o r c e  i n  t h e  e c o n o m ic  l i f e ,  
w e re  c l e a r l y  p r e s e n t e d  i n  de  V i t i ' s  d e f i n i t i o n  o f  a t a x  a s  
" . . . a  s h a r e  o f  t h e  incom e w h ic h  t h e  S t a t e  a p p r o p r i a t e s  i n  
o r d e r  t o  p r o d u c e  f o r  i t s e l f  t h e  means n e c e s s a r y  f o r  t h e  
p r o d u c t i o n  o f  g e n e r a l  p u b l i c  s e r v i c e s . " 7 T h i s  d e f i n i t i o n  a l s o  
p r e p a r e s  t h e  way f o r  de  V i t i ' s  two d i c h o t o m i e s  t h a t  w ou ld  
f o l l o w .  The f i r s t  dichotomy i s  between the  " g e n e r a l "  and  
" p a r t i c u l a r "  u s e s  o f  p u b l i c  goo d s  m e n t i o n e d  a b o v e .  A c c o r d i n g  
t o  de V i t i j  n o t  a l l  p u b l i c  g o o d s  a r e  i n d i v i s i b l e  o r  n o n ­
e x c l u d a b l e .  I n  f a c t ,  t h e  same p u b l i c  good  m i g h t  c o n t a i n  
s i m u l t a n e o u s l y  a d i v i s i b l e  an d  a n  i n d i v i s i b l e  b e n e f i t  f o r  t h e  
u s e r .  De V i t i  f l a t l y  r e j e c t s  t h e  o r g a n i c  v i e w 3w h ic h  i s  b a s e d  
on i n d i v i s i b i l i t y  o f  s o c i a l  b e n e f i t s .  The o r g a n i c  v i e w  
a s s u m e s  a communal economy (Gemeinwirtschaft) i n  w h ic h
t h e  S t a t e  d e c i d e s  s i n g l e h a n d e d l y  a s  t o  w ha t  p o r t i o n  o f  
p r i v a t e  g o o d s  ( in c o m e )  m u s t  be t r a n s f o r m e d  i n t o  p u b l i c  g o o d s .
The S t a t e  m u s t  a s su m e  t h i s  t a s k  b e c a u s e  t h e  i n d i v i d u a l  c i t i z e n  
c a n n o t  p e r c e i v e  t h e  n a t u r e  o f  " s o c i a l "  w a n t s ;  he . p e r c e i v e s ,  
h o w e v e r ,  h i s  i n c o m p e t e n c e  i n  m ak in g  c o l l e c t i v e  d e c i s i o n s ^ a n d  
l e a v e s  f i s c a l  d e c i s i o n s  t o  t h e  p u b l i c  a u t h o r i t i e s .  The i m p o s s i ­
b i l i t y  o f  i n d i v i d u a l  v a l u a t i o n  o f  p u b l i c  g o o d s  i n  t h e  o r g a n i c  
v i e w  e m a n a t e s  f rom  t h e  a s s u m p t i o n  t h a t  t h e  S t a t e  i s  a  s o c i a l  
o r g a n i z a t i o n  w i t h  g o a l s  t h a t  a r e  d i f f e r e n t  i n  k i n d  f ro m  g o a l s  
t h a t  i n d i v i d u a l s  p u r s u e  i n  t h e  p r i v a t e  econom y.  T h i s  p r e m i s e

^ H e a d ' s  work  c i t e d ,  p .  214

7De V i t i ' s  F i r s t  P r i n c i p l e s  o f  P u b l i c  F i n a n c e  c i t e d ,  p .  1 11 .
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i s  d i a m e t r i c a l l y  o p p o s i t e  t o  t h a t  o f  t h e  I t a l i a n  a u t h o r s ,  
who s e e  t h e  S t a t e  a s  an  o r g a n i z a t i o n ,  c r e a t e d  by i n d i v i d u a l s } 
t h e  g o a l s  o f  w h ic h  e x t e n d  o r  co m p lem en t  t h e i r  p e r s o n a l  w a n t s ;  
c o n s e q u e n t l y ,  t h e  g o a l s  o f  t h e  S t a t e  a r e  a c o m p o s i t e  o f  p e r s o n a l  
g o a l s .  W h e th e r  some o f  t h e s e  w a n t s  a r e  d i v i s i b l e  o r  n o t  
i s  n o t  c r u c i a l .

The s e c o n d  d i c h o t o m y  t h a t  de  V i t i  makes  i s  b e t w e e n  
t h e  f e e  and  t h e  t a x .  The f e e  p r o c u r e s  f o r  t h e  S t a t e  t h e  
f u n d s  n e c e s s a r y  t o  m a i n t a i n  t h e  p r o v i s i o n  o f  p u b l i c  go o d s  
f o r  w h ic h  e x p e n d i t u r e s  h a v e  a l r e a d y  b e e n  m ade .  I n  de  V i t i ' s  
v i e w ,  t h e  m a r g i n a l  c o s t  o f  m ak in g  t h e s e  g o o d s  a v a i l a b l e  i n  
p e r p e t u i t y  i s  u s u a l l y  s m a l l ,  an d  t h e  f e e  w i l l  p r o v i d e  t h e  
n e c e s s a r y  r e v e n u e  f o r  t h i s .  Bu t  t o  r e l y  e x c l u s i v e l y  on  f e e s  
w i l l  n o t  e n a b l e  t h e  S t a t e  t o  am ass  p u b l i c  f u n d s  f o r  new p u b l i c  
g o o d s .  I n  c o n t r a s t  t o  t h e  f e e s ,  t h e  t a x  s u p p l i e s  t h e  S t a t e  
i n  a d v a n c e  w i t h  t h e  means  n e c e s s a r y  f o r  t h e  p r o d u c t i o n  o f  
a d d i t i o n a l  o r  d i f f e r e n t  p u b l i c  g o o d s .  B o t h ,  h o w e v e r ,  h a v e  i n  
common t h e  b r o a d e r  f u n c t i o n  o f  c o v e r i n g  a n d  d i s t r i b u t i n g  among 
t h e  c i t i z e n - c o n s u m e r s  t h e  c o s t  o f  p r o d u c t i o n  o f  p u b l i c  g o o d s  - a n d  
t h i s  i s  p r e c i s e l y  t h e  f u n c t i o n  o f  p r i c e  i n  t h e  p r i v a t e  e c o n o m y .^

De V i t i  t h e n  o f f e r s  a  d e c i s i o n  r u l e  a s  t o  when t o  
u s e  a f e e - p r i c e  an d  when t o  u s e  a t a x - p r i c e .  The d e c i s i o n  
m a k e r  w i l l  d e t e r m i n e  two f a c t o r s :  i s  t h e  p u b l i c  good  a  new 
o n e ;  a n d ,  i s  t h e  s o c i a l  b e n e f i t  i n d i v i s i b l e .  I f  t h e  a n s w e r  
t o  b o t h  q u e s t i o n s  i s  " y e s , "  t h a n  t h e  f i s c a l  t o o l  t o  u s e  i s  some 
f o rm  o f  t a x .  De V i t i  r e a l i z e s  t h a t  a l t h o u g h  t h e  f i r s t  q u e s t i o n  
c a n  be a n s w e r e d  r a t h e r  e a s i l y ,  t h e  s e c o n d  q u e s t i o n  i s  q u i t e  
p r o b l e m a t i c .  U s i n g  e x a m p l e s  f ro m  t h e  a d m i n i s t r a t i o n

De V i t i  a l so  cons iders  publ ic  debt  as  an ad d i t io n a l  source of  
f inancing  of  pub l ic  goods. Although he depar t s  from d iam e t r i c a l ly  
opposi te  premises,  he concludes l i k e  Ricardo t h a t  publ ic  debt  does 
not  impose any burden i n  th e  fu tu re  to  the  taxpayer  o r  h i s  successors .

'De V i t i ' s  op. c i t . ,  p.  111.
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o f  j u s t i c e  a n d  p u b l i c  i n s t r u c t i o n ,  de  V i t i  i n d i c a t e s  t h a t  
c e r t a i n  members  o f  t h e  com m uni ty  ( u s e r s )  b e n e f i t  much more  t h a n  
some o t h e r  members who do n o t  consume t h e s e  g o o d s  a t  a l l .  A 
c i t i z e n  g o e s  t o  c o u r t  t o  e n f o r c e  p a y m e n t  o f  t h e  r e n t  t h a t  he  
i s  e n t i t l e d  t o .  S i m i l a r l y ,  a c i t i z e n  sends h i s  c h i l d r e n  t o  
p u b l i c  s c h o o l .  Bu t  n o t  e v e r y o n e  u s e s  t h o s e  s e r v i c e s .  De V i t i  
c a l l s  t h e  p u b l i c  g o o d s  t h a t  some members o f  t h e  com m uni ty  
consume a s  i f  t h e y  w e r e  p r i v a t e  g o o d s  " d i v i s i b l e , "  " s p e c i a l , "  
o r  " p a r t i c u l a r "  p u b l i c  g o o d s .  He d o e s  n o t  c o n c l u d e ,  h o w e v e r ,  
t h a t ,  b e c a u s e  o f  t h e  s i m i l a r i t y  b e t w e e n  s p e c i a l  p u b l i c  
g o o d s  an d  p r i v a t e  g o o d s ,  t h e  c o s t  o f  a d m i n i s t r a t i o n  o f  
j u s t i c e  an d  p u b l i c  i n s t r u c t i o n  m u s t  b e  f i n a n c e d  e x c l u s i v e l y  by 
f e e - p r i c e s . A l t h o u g h  t h e  p u b l i c  good  i n  q u e s t i o n  may a s s u m e ,  
d e p e n d i n g  on  c i r c u m s t a n c e s ,  t h e  c h a r a c t e r  o f  a  s p e c i a l  p u b l i c  
g o o d ,  t h e  S t a t e  may s t i l l  w a n t  t o  f i n a n c e  i t  w i t h  a t a x - p r i c e  
f o r  o t h e r  p u r p o s e s  ( d i s t r i b u t i o n ,  f o r  e x a m p l e ) .

I t  w o u ld  a p p e a r ,  a c c o r d i n g  t o  de  V i t i f
t h a t  t h e  r e v e n u e  f o r  t h e  m a i n t e n a n c e  o f  a h ig h w a y  w o u ld  be
d e r i v e d  f ro m  i m p o s i n g  a f e e - p r i c e  ( t o l l ) .  A f t e r  a l l ,  t h e  u s e r s  
c a n  be  c l e a r l y  i d e n t i f i e d ,  an d  t h e  p u b l i c  s e r v i c e  i s  an
e x i s t i n g  o n e .  H o w e v e r ,  t h e  S t a t e  m i g h t  d e c i d e  t o  im p o se  a t a x
i n s t e a d :  t h e  quid pro quo r e l a t i o n s h i p  b e t w e e n  t h e  p r o d u c e r -  
S t a t e  a n d  t h e  c o n s u m e r - c i t i z e n s  w o u ld  n o t  be  a l t e r e d .  The 
a d o p t i o n  o f  a t a x - p r i c e  r a t h e r  t h a n  a  f e e - p r i c e  d o e s  n o t  
n e c e s s a r i l y  mean t h a t  t h e  b e n e f i t  s t e m m in g  f ro m  t h e  p u b l i c  
good ( h ig h w a y )  i s  i n d i v i s i b l e .  I n  f a c t ,  t h e  S t a t e  may d e c i d e  
t o  c o v e r  t h e  c o s t  i n  p a r t  by f e e s  a n d  i n  p a r t  by t a x e s :  i n  
a l l  i n s t a n c e s  t h e  e x c h a n g e  r e l a t i o n s h i p  t a k e s  p l a c e ,  w h e r e i n  

t h e  S t a t e  g i v e s  s o m e t h i n g  o f  v a l u e  t o  t h e  c i t i z e n s .  The 
d i f f e r e n c e  i s  o n l y  i n  t h e  way t h a t  t h e  b u r d e n  o f  p u b l i c  l e v i e s  
i s  d i s t r i b u t e d  among t h e  v a r i o u s  members  o f  t h e  co m m u n i ty .
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A f t e r  c a r e f u l l y  d i s t i n g u i s h i n g  t h e  I t a l i a n  o r  b e n e f i t  

v i e w  f ro m  t h e  German o r  o r g a n i c  v i e w  o f  p u b l i c  g o o d s ,  t h e  
f o r m e r  a l l o w i n g  d i v i s i b i l i t y  w h i l e  t h e  l a t t e r  d o e s  n o t ,
de  V i t i  d i s t i n g u i s h e s  h i s  t h e o r y  f ro m  t h o s e  o f  t h e  B r i t i s h  
a u t h o r s .  To S i d g w i c k ,  f o r  e x a m p l e ,  t h e  r e a s o n s  t h a t  t h e  
f i n a n c i n g  o f  a  l i g h t h o u s e  m u s t  be  c o v e r e d  by  t a x e s  r a t h e r  
t h a n  p r i v a t e  f e e s  w e r e . ' ( l )  t h e  m i n i m a l i t y  o f  t h e  m a r g i n a l  
c o s t  o f  m a i n t e n a n c e ,  w i t h  w h i c h  de  V i t i  w ou ld  c o n c u r ;  a n d ,
(2 )  t h e  i m p o s s i b i l i t y  o f  e x c l u d i n g  t h o s e  s h i p o w n e r s  who do 
n o t  w a n t  t o  s u b s c r i b e  t o  t h i s  s e r v i c e .  What S i d g w i c k  was 
s a y i n g  i n  e f f e c t  was t h a t  i f  t h e r e  w e re  a  way o f  e i t h e r  
e x c l u d i n g  t h e  n o n - u s e r s  o f  t h e  p u b l i c  g o o d ,  o r  
d i v i d i n g  t h e  t o t a l  u t i l i t y  g e n e r a t e d  among t h e  u s e r s ,  t h e n  
a p r i v a t e  p r i c e  w o u ld  be  i n  o r d e r .  I n  o t h e r  w o r d s ,  t h e  r e a s o n  
t h a t  we h a d  t a x e s  r a t h e r  t h a n  p r i c e s ,  was t h e
i m p o s s i b i l i t y  o f  d i s t r i b u t i n g  t h e  c o s t  o f  p u b l i c  g o o d s  according to
the-  b e n e f i t s  enjoyed by d i f f e r e n t  i n d i v i d u a l s . '  In  c o n t r a s t ,  according

t o  de  V i t i ,  t h e  s e r v i c e s  o f  t h e  l i g h t h o u s e  w o u ld  be c o n s i d e r e d
a p u b l i c  good  r e g a r d l e s s  o f  t h e  way t h a t  i t s  c o s t  was f i n a n c e d  .
The r e l a t i o n s h i p  o f  e c o n o m ic  e x c h a n g e  b e t w e e n  t h e  S t a t e  a n d  t h e
c o n s u m e r  was s t i l l  p r e s e n t , a n d  t o  e a c h  p r o d u c t i v e  s e r v i c e  o f
t h e  S ta t e  corresponded a  t a x  claim. A l t h o u g h  he  d i d  n o t  d e a l  w i t h
t h i s  p a r t i c u l a r  e x a m p le  o f  S i d g w i c k  i n  d e t a i l ,  de  V i t i  w a rn s  

8t h e  r e a d e r :

" . . . a g a i n s t  the  common e r r o r  to  the  e f f e c t  t h a t  in d iv id u a l  
v a lua t ions  o f  the  u t i l i t y  of  genera l  pub l ic  s e rv ices  a re  
impossible because the  share  o f  u t i l i t y  which each in d iv id u a l  
c i t i z e n  d e r iv es  from the  m i l i t a r y  defense of  n a t io n a l  
t e r r i t o r y ,  o r  the  ad m in is t r a t io n  o f  j u s t i c e ,  o r  pub l ic

g
De Viti's First Principles...., cited, footnote in p. 118.
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s e c u r i t y ,  or  th e  maintenance o f  highways, i s  unknown and 
unknowable. This - i t  i s  s a id -  has no co un te rpa r t  i n  
p r iv a te  economics!

As a  m at te r  o f  f a c t ,  however, i n  o rder  to  
demolish the  s e r i e s  o f  economic e r ro r s  contained i n  these  
p ro p o s i t io n s ,  i t  i s  well  to  take a  concrete  example p r e c i s e ly  
from p r iv a te  economics. When Jones buys a  t i c k e t  f o r  a 
t h e a t r i c a l  performance, could i t  be sa id  t h a t  the share 
o f  u t i l i t y  which he der ives  from the  performance i s  known 
o r  knowable? Yet no one can doubt t h a t  th e re  does e x i s t  an 
economic exchange-re la t ionsh ip  between the  p r ic e  o f  the  
t i c k e t  and th e  enjoyment t h a t  the  buyer hopes to  de r iv e  from 
i t s  u s e . "

T h u s ,  s a y s  de V i t i ,  p u b l i c  s e r v i c e s  o f  t h i s  s o r t  
a r e  t h e  t y p i c a l  c a s e ,  w h e r e ,  a s  i n  t h e  s i t u a t i o n  i n  t h e  p r i v a t e  
economy j u s t  d e s c r i b e d ,  i t  i s  n o t  n e c e s s a r y  t o  m a tc h  t o  t h e  
t a x  t h a t  t h e  c i t i z e n  p a y s  t h e  s h a r e  o f  t h e  p u b l i c  good  t h a t  
h e  a c t u a l l y  c o n s u m e s .  I t  i s  en o u g h  s i m p l y  t h a t  t h e  i n d i v i d u a l  
c o m p are  t h e  t a x  t o  b e  p a i d  w i t h  h i s  s u b j e c t i v e  e v a l u a t i o n  o f  
t h e  b e n e f i t  t o  h im o f  t h e  p u b l i c  good  i n  q u e s t i o n :  " t h e  o n l y  
n e c e s s a r y  c o n d i t i o n  i s  t h a t  t h e  e v a l u a t i o n  m u s t  be  made by

9
t h e  same p e r s o n ,  a s  t a x p a y e r  an d  a s  u s e r  o f  t h e  p u b l i c  g o o d s . "
I f  t h e  i n d i v i d u a l  d o e s  n o t  t h i n k  t h e  p u b l i c  good  i s  w o r t h  a s  
much a s  t h e  t a x  c l a i m ,  y e t  t h e  p u b l i c  e x p e n d i t u r e  i s  a p p r o v e d  
by t h e  m a j o r i t y  o f  t h e  c i t i z e n s ,  he  f a l l s  i n t o  a  m i n o r i t y ,  
whose members c a n n o t  be  excluded f rom  e n j o y i n g  t h e  b e n e f i t s  o f  
t h e  p u b l i c  good  u n d e r  c o n s i d e r a t i o n ,  d e s p i t e  t h e i r  r e c a l c i t r a n c e .  
The n e x t  s e c t i o n  d e a l s  w i t h  t h i s  p r o b l e m .

The S t a t e  a n d  t h e  A l l o c a t i o n  an d  D i s t r i b u t i o n  
o f  P u b l i c  G o o d s .  B e f o r e  a t t e m p t i n g  t o  c l a r i f y  t h e  i s s u e s  
g o v e r n i n g  t h e  a l l o c a t i o n  o f  p u b l i c  g o o d s  an d  t h e  d i s t r i b u t i o n

^De Viti's First Principles cited, p. 122



o f  t h e  b u r d e n  o f  t a x a t i o n ,  de  V i t i  a s s e r t s  one  more  t i m e  t h a t  
p u b l i c  goo d s  a r e  n o t  a l w a y s  p r o d u c t i v e .  The o r g a n i c  v i e w ,  
he s a y s ,  c i r c u m v e n t s  t h e  c o m p l i c a t e d  n o t i o n  o f  p e r s o n a l  
e v a l u a t i o n  by c o n v e n i e n t l y  a s s u m i n g  t h a t  t h e r e  w o u ld  be  
no s o c i a l  l o s s  i n  t r a n s f o r m i n g  p r i v a t e  g o o d s  i n t o  p u b l i c  g o o d s .
A c l o s e  l o o k  a t  t h e  I t a l i a n  P a r l i a m e n t  o f  t h e  1880s  

showed d e  V i t i  t h e  en o rm o u s  i n e p t i t u d e  o f  t h e  p o l i t i c i a n s  
i n  t r y i n g  t o  acco m m o d a te  t h e  c o n f l i c t i n g  g o a l s  o f  t h e  v a r i o u s  
i n t e r e s t  g r o u p s .  U s i n g  e x a m p le s  f ro m  t a x  p r o p o s a l s ,  t h a t  
i n v o l v e  " g e n e r a l "  p u b l i c  g o o d s  t o  be  o f f e r e d  some t i m e  i n  t h e  
f u t u r e ,  de  V i t i  makes  t h e  p o i n t  t h a t ,  e v e n  on  t h e  a b s t r a c t  
h y p o t h e s i s  o f  a  S t a t e  i n  w h ic h  a l l  t a x p a y e r s  w o u ld  p a r t i c i p a t e  
i n  t h e  p r e p a r a t i o n  o f  t h e  b u d g e t ,  some c i t i z e n s  would f in d  a given good 

“of  no i n t e r e s t  t o  them, o r  overpriced  f o r  the  b e n e f i t  they  expect .  (This i s  what 
" de* V i t i  r e f e r s  t o  as  ' "unproductiveness ." )  I n  o f fe r in g  genera l  s e rv i c e s ,  which are  

i n d i v i s i b l e ,  t h e  S t a t e  i s ,  t o  be  s u r e ,  g u i d e d  i n  i t s  c h o i c e  o f  
a g i v e n  t y p e  o f  p r o d u c t i o n  by t h e  a n t i c i p a t e d  demand o f  t h e
m a j o r i t y ,  b u t  i t  s u b s e q u e n t l y  a d a p t s  t h e  s u p p l y  t o  t h e

■ • -  - .  10t o t a l  consumption o f  both t h e  m a j o r i t y  an d  t h e  m i n o r i t y .  I n  o t h e r
w o r d s ,  t o  j u d g e  t h e  e c o n o m ic  u t i l i t y  o f  p u b l i c  e x p e n d i t u r e s ,
i t  w o u ld  be n e c e s s a r y  t o  d e d u c t  from the  degree o f  product iveness
f e l t  by t h e  m a j o r i t y  t h e  d e g r e e  o f  u n p r o d u c t i v e n e s s  f e l t

11by t h e  m i n o r i t y :

"On the  o the r  hand, i t  would be erroneous t o  measure the  harm 
done to  the  r e c a l c i t r a n t  m inori ty  by the  whole amount o f  ta x  
which t h i s  m inor i ty  i s  obl iged  to  pay; f o r  the  minori ty

■^De V i t i ' s  F i r s t  P r i n c i p l e s ♦ . .  c i t e d ,  p p .  1 2 3 - 1 2 4 .

11
I b i d . ,  p . 1 24 .
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becomes a de facto consumer o f  the  se rv ice  produced and 
th e re fo re  i t  i s  probable t h a t  the  m inor i ty ,  o r  some p a r t  of i t ,  
would have consented to  the  product ion o f  th e  pub l ic  s e rv ice  
i f  a  smal ler  t a x  had been suggested.  The damage su f fe red  
by the  minori ty  i s  measured, th e r e fo r e ,  by the  d i f f e r e n c e  
between the  t a x  which i t  pays and t h a t  l e s s e r  ta x  which i t  
would have been w i l l i n g  to  pay. From t h i s  conclusion r e s u l t s  
a d i f f e re n c e  between P r iv a te  Economics and Publ ic  Finance which 
has noteworthy consequences: namely, t h a t  demand and consumption 
coincide i n  P r iv a t e  Economics, whereas they do no t  co inc ide  
i n  Publ ic  Finance. Publ ic  goods a r e  consumed by those  who 
d id  no t  demand them, as  wel l  as  by those who d i d . "

The a b o v e  a r g u m e n t  r e f e r s  t o  t h e  d e t e r m i n a t i o n  o f  t h e  
" t o t a l "  u t i l i t y  o f  t h e  p r o p o s e d  p u b l i c  good a n d  t h e  " t o t a l "  
am oun t  o f  t a x e s  n e c e s s a r y  f o r  t h e  p r o d u c t i o n  o f  t h e  g i v e n  
p u b l i c  g o o d .  De V i t i  c a l l s  t h i s  p r o c e s s  t h e  d e t e r m i n a t i o n  
o f  t h e  " v a l u e  t o  t h e  c o m m u n i t y . "  S i m u l t a n e o u s l y ,  h o w e v e r ,  
t h e  i n d i v i d u a l s  who a r e  c a l l e d  u p o n  t o  g i v e  t h e i r  j u d g m e n t  
i n  a d v a n c e  c o n c e r n i n g  t h e  a d v i s a b i l i t y  o f  t h e  p u b l i c  
e x p e n d i t u r e  u n d e r  c o n s i d e r a t i o n  w i l l  make a c o m p a r i s o n  
b e t w e e n  t h e  m a r g i n a l  u t i l i t y  o f  t h e  g e n e r a l  p u b l i c  good  
an d  t h e  m a r g i n a l  d i s u t i l i t y  o f  t h e  t a x  t h a t  t h e y  e a c h  w i l l  
be  r e q u i r e d  t o  pay  o u t  o f  t h e i r  i n d i v i d u a l  b u d g e t s .  T h i s  
p r o c e s s  i s  w h a t  de  V i t i  c a l l s  t h e  d e t e r m i n a t i o n  o f  t h e  
" v a l u e  t o  t h e  i n d i v i d u a l . "  From t h e  s t a n d p o i n t  o f  t h i s  
t h e o r e t i c a l  s e t u p ,  i t  f o l l o w s  l o g i c a l l y  t h a t  t h e  p r o b l e m  
o f  v a l u e  t o  t h e  i n d i v i d u a l  - t h a t  i s ,  t h e  p r o b le m  o f  t h e  
d i s t r i b u t i o n  o f  t h e  t a x  b u r d e n -  i s  s e t t l e d  a t  t h e  v e r y  
moment t h a t  a  d e c i s i o n  i s  made w i t h  r e s p e c t  t o  t h e  p r o b le m  
o f  " v a l u e  t o  t h e  c o m m u n i t y . "  t h a t  i s ,  t h e  p r o b l e m  o f  t h e

*| O
p r o d u c t i v i t y  o f  t h e  p u b l i c  e x p e n d i t u r e .

12 De Viti's First Principles..., cited, p. 126.
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De V i t i ’ s c o n c l u s i o n  f o l l o w s  h i s  h y p o t h e s i s  t h a t
a l l  c i t i z e n s  p a r t i c i p a t e d  i n  t h e  d e t e r m i n a t i o n  o f  t h e  v a l u e
t o  t h e  c o m m u n i ty .  B u t ,  b e c a u s e  v a l u e  t o  t h e  com m uni ty
c a n n o t  be c o n s i d e r e d  i n  t h e  a b s e n c e  o f  v a l u e  t o  t h e
i n d i v i d u a l ,  a c o n f l i c t  w i l l  a r i s e  among t h e  p r o s p e c t i v e
t a x p a y e r s  who a r e  i n  t h e  p r o c e s s  o f  d e c i d i n g  t h e  e x t e n t
o f  t h e  p u b l i c  o u t l a y  i n  t e r m s  o f  how t o  m i n i m i z e  t h e  t a x  s h a r e  o f
d i f f e r e n t  i n d i v i d u a l s .  T h i s  i s  a v e r y  s e r i o u s  p r o b l e m  an d

r e q u i r e s  c l o s e  s c r u t i n y  - s o  much s o  t h a t  t h e  p r o b le m  o f
d i s t r i b u t i n g  t h e  t a x  b u r d e n  becom es  an  i n d e p e n d e n t  p r o b le m

13o f  t h e  p r o d u c t i v i t y  o f  p u b l i c  e x p e n d i t u r e :

" S t i l l  more obviously does i t  become an independent problem 
when account i s  taken  o f  the  f a c t s  (1) t h a t  not  a l l  taxpayers  
p a r t i c i p a t e  i n  the  c a l c u l a t i o n  with  r e sp ec t  to  the  va lue  to  the  
community o f  a  given ex p en d i tu re ;  (2) t h a t  no t  a l l  ex e rc i se  the  
same r e l a t i v e  in f luence  i n  the  making of  t h i s  c a l c u l a t i o n ;
(3) t h a t  no t  a l l  give t h e i r  a s se n t ;  and, (4) t h a t  over  a 
per iod  o f  t ime,  dur ing which the  f i r s t  d e c i s io n  i s  subjec ted
to  p e r iod ic  r e v i s io n ,  t h e  same in d iv id u a ls  a re  not  invo lved___
I t  i s  the  t a s k  o f  a p o s i t i v e  system o f  t a x a t io n  and o f  the  
improvements made i n  such a system to  make the  two r e s u l t s  
c o in c id e ."

From t h i s  p o i n t  on d e  V i t i  s t a r t s  a  t h r e e f o l d  
i n v e s t i g a t i o n  o f  t h e  p r o b l e m  o f  d i s t r i b u t i o n  o f  t a x  b u r d e n ,  
t h a t  he  e x a m i n e s  u n d e r  t h e  h e a d i n g s  o f  " t e c h n i c a l , "
" j u r i d i c a l , "  an d  " e c o n o m i c "  d i s t r i b u t i o n ,  c o n c l u d i n g

t h a t ,  a l t h o u g h  a  k n o w l e d g e  o f  t h e  t e c h n i c a l  a s p e c t s  
o f  t a x a t i o n ,  s u c h  a s  d i r e c t  v s . i n d i r e c t  t a x a t i o n ,  a n d  a 
f a m i l i a r i t y  . w i t h  j u r i d i c a l  i s s u e s , s u c h  a s  t h e  e x e m p t i o n  o f  
minimum i n c o m e , a r e  r e q u i r e d ,  t h e  s o l u t i o n  o i  t h e  p r o b l e m

13 De Viti's First Principles.... cited, p. 127.
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( * )
i s  m a i n l y  a n  e c o n o m ic  one. However, t e c h n i c a l  an d  j u r i d i c a l  
a c t i o n  may n e u t r a l i z e ,  r e i n f o r c e ,  o r  m o d i f y  t h e  e c o n o m ic  
e f f e c t s  s o u g h t .  B u t  b e f o r e  g o i n g  i n t o  t h i s  d i s c u s s i o n ,  
t h e  p o l i t i c a l  f r a m e w o r k  m u s t  be  e x p l o r e d  f u r t h e r .  I n  t h e  
s e c t i o n s  t h a t  f o l l o w ,  d e  V i t i ' s ,  P a n t a l e o n i ' s an d  M a z z o l a ' s  
v i e w s  o f  t h e  S t a t e  w i l l  b e  e x a m i n e d ,  a l o n g  w i t h  t h e  v i e w s  
o f  o t h e r  I t a l i a n  e c o n o m ic  a n d  p o l i t i c a l  t h i n k e r s ,  s u c h  a s  
P a r e t o  a n d  M osca ,  t h a t  a r e  c r i t i c a l  o f  t h e  p a r a d i g m  t h a t  
o u r  t h r e e  a u t h o r s  u s e  f o r  a n a l y t i c  p u r p o s e s .

The R u l i n g  C l a s s . The m o s t  common c r i t i c i s m

d i r e c t e d  t o  t h e  I t a l i a n  t h e o r y  o f  p u b l i c  f i n a n c e
c o n c e r n s  i t s  p e c u l i a r i t y  t h a t , w h i l e  i t  i s  b a s e d  on  i n d i v i d u a l
v a l u a t i o n  o f  p u b l i c  g o o d s ,  i t  a l l o w s  a  r u l i n g  c l a s s  t o
make f i s c a l  d e c i s i o n s .  I n  o t h e r  w o r d s ,  t h e  c r i t i c i s m
g o e s ,  t h e  I t a l i a n s  s e e  no p r o b l e m  i n  a s s u m i n g  t h a t  t h e
b e n e f i t  f ro m  p u b l i c  goo d s  a n d  t h e  b u r d e n  o f  a c c o m p a n y i n g
t a x a t i o n  a r e  f e l t  by  t h e  i n d i v i d u a l  w h i l e  i n  r e a l i t y
d e c i s i o n s  c o n c e r n i n g  t h e  a l l o c a t i o n  o f  p u b l i c  f u n d s  an d
t h e  d i s t r i b u t i o n  o f  t h e  t a x  b u r d e n  a r e  l e f t  t o  p o l i t i c i a n s .
T h i s  c r i t i c i s m  was r a i s e d  n o t  o n l y  by e c o n o m i s t s  o u t s i d e
o f  I t a l y ,  s u c h  a s  W i c k s e l l  a n d  W i e s e r ,  b u t  a l s o  by I t a l i a n s
o p p o s i n g  de  V i t i ' s  v i e w s ,  s u c h  a s  B a r o n e ,  R i c c a - S a l e r n o
a n d  P a r e t o .  B e f o r e  a t t e m p t i n g  t o  e l a b o r a t e  on  t h i s
i s s u e ,  i t  s h o u l d  b e  e m p h a s i z e d  t h a t  de  V i t i ,  P a n t a l e o n i
a n d  M a z z o la  a l w a y s  s t u d i e d  P u b l i c  F i n a n c e  w i t h i n  i t s

( * * )h i s t o r i c a l  s e t t i n g .  As was m e n t i o n e d  b e f o r e ,  o u r  f i s c a l

This c o n s i s t s  o f ,  f i r s t ,  e l i c i t i n g  the  p references  o f  the  in d iv id u a ls  
concerning the  publ ic  good i n  ques t ion ,  then  eq u a l iz ing  the  marginal 
c o s t  ( ta x -p r i c e )  with th e  marginal b e n e f i t  o f  the good i n  the  eye of  
the  consumer c i t i z e n .

( * * ) See p . / .
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t h e o r i s t s  a l w a y s  make s u r e  t h a t  t h i s  o r i e n t a t i o n  i s  w e l l  
u n d e r s t o o d .  De V i t i  t r e a t s  " . . . P u b l i c  F i n a n c e  a s  a 
t h e o r e t i c a l  s c i e n c e ,  a s s i g n i n g  t o  i t ,  [ f i r s t  o f  a l l ] ,  t h e  
t a s k  o f  explaining t h e  phenomena o f  P u b l i c  F i n a n c e  a s  t h e y  
a p p e a r  i n  t h e i r  h i s t o r i c a l  s e t t i n g .  Hence i t  i s  n e c e s s a r y  
on t h e  one  h a n d ,  t o  go b a c k  t o  t h e  c a u s e s  o f  t h e s e  p h en o m e n a ,

i /
a n d ,  on  t h e  o t h e r  h a n d ,  t o  t r a c e  t h e i r  e f f e c t s . "  M a z zo la  

15a l s o  s t a t e s :

"The c o n f l i c t  among var ious  p o l i t i c a l  d o c t r in e s  i n  terms 
o f  what must be the  funct ions  o f  th e  S ta t e  i s  qu i te  
unimportant i n  the  study o f  Publ ic  Finance.  For our 
purposes, the  economic funct ions  o f  the  S ta te  a re  those  t h a t  
a re  i n  e f f e c t  i n  any given time and space. The a p r i o r i s t i c  
view, t h a t  i s ,  what economic func t ions  the  S ta te  must 
under take ,  i s  much l e s s  va luab le  f o r  the  Public  Finance 
s tuden t  than  th e  a p o s t e r i o r i  approach which examines the  
e f f i c i e n c y  o f  such fu n c t io n s .  The l i s t  o f  public  s e rv ices  
o f fe red  by th e  S ta te  i s  v a r i a b l e ,  i n  the  face  of  changing 
cond i t ions  i n  th e  s o c i e t y . . . .The S t a t e ,  l i k e  any o th e r  
organism, i s  su b jec t  to  the  law o f  ev o lu t io n ."

I n  o r d e r  t o  u n d e r s t a n d  f u l l y  why d e  V i t i  o p t e d  
f o r  a r u l i n g  c l a s s  i n  h i s  a n a l y s i s ,  t h e  I t a l i a n  p o l i ­

t i c a l  s e t t i n g  p r i o r  t o  1 8 8 8 ,  w h i c h  m a rk s  t h e  d a t e  o f  t h e  
p u b l i c a t i o n  o f  de  V i t i ' s  II carattere teovico dell’ecomia 
finanziaria, s h o u l d  be  c o n s i d e r e d  b r i e f l y .

14 De V i t i ' s  F i r s t  P r i n c i p l e s . . .  c i t e d ,  p .  15 .  A u t h o r ' s  
i t a l i c s .

U. M a z z o l a ,  I dati scientifici della finanza pubblica, 
Roma: E. L o e s c h e r  & C i a . ,  1 8 9 0 .  My t r a n s l a t i o n
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The P o l i t i c a l  S e t t i n g . When C av o u r  d i e d  i n  J u n e  
1 8 6 1 ,  t h r e e  m o n th s  a f t e r  t h e  d e c l a r a t i o n  o f  t h e  u n i f i e d  
Kingdom o f  I t a l y ,  h e  l e f t  b e h i n d  n e i t h e r  a v i a b l e  
p a r l i a m e n t a r y  s y s t e m  o f  p o l i t i c s  n o r  a  r e s p o n s i b l e  a n d  
a b l e  c a d r e  who c o u l d  d e a l  w i t h  t h e  p r e s s i n g  p r o b le m s  o f  
t h e  new S t a t e .  The y e a r s  t h a t  f o l l o w e d  h i s  d e a t h  w e re  
y e a r s  o f  p o l i t i c a l  a n d  e c o n o m ic  c h a o s .  T h i s  r a i s e d  t h e  
q u e s t i o n  among i n t e l l e c t u a l s  a s  t o  w h e t h e r  U n i f i c a t i o n  was 
d u e  e n t i r e l y  t o  C a v o u r ' s p e r s o n a l  s k i l l s ,  an d  g a v e  r i s e  t o  
t h e  c o n c e r n  t h a t ,  u n l e s s  a  v i a b l e  p o l i t i c a l  an d  e c o n o m ic  
m ode l  was c o n s t r u c t e d ,  t h e  c o u n t r y  w o u ld  a g a i n  be d i v i d e d .
I n  t h e  t h i r t y - y e a r  p e r i o d  t h a t  f o l l o w e d  C a v o u r ' s  d e a t h ,  t h e  
c o u n t r y  t r i e d  a  v a s t  r a n g e  o f  p o l i t i c a l  an d  ec o n o m ic  
p r e s c r i p t i o n s  u n d e r  t h e  l e a d e r s h i p  o f  a s e r i e s  o f  P r i m e  
M i n i s t e r s ,  who, among o t h e r  t h i n g s ,  c o u l d  n e v e r  b a l a n c e

( * )t h e  c a t a s t r o p h i c a l l y  u n b a l a n c e d  b u d g e t .  To t h e  r a d i c a l s  , 
who p e r p e t u a t e d  C a v o u r ' s i n g e n i o u s l y  c o n t r i v e d  m a j o r i t y  f o r  
f i f t e e n  y e a r s ,  t h e  p r o o f  o f  s u c c e s s  was deemed t o  be  t h e  
a b i l i t y  t o  b a l a n c e  t h e  b u d g e t .  T h i s  f i n a l l y  became a 
r e a l i t y  i n  1876 u n d e r  M i n g h e t t i ' s  p r e m i e r s h i p ,  b u t  t h i s  
r e s u l t  was a c h i e v e d  by  k e e p i n g  t a x e s  i n t o l e r a b l y  h i g h  an d  
i n e q u i t a b l e ,  a n d  by s e l l i n g  e c c l e s i a s t i c a l  l a n d s .  I r o n i c a l l y ,  
i t  was t h a t  y e a r  t h a t  t h e  r a d i c a l  e c o n o m ic  an d  s o c i a l  p o l i c y  
e n d e d  w i t h  t h e  e l e c t i o n  o f  D e p r e t i s ,  who p r o m i s e d  a l i b e r a l  
e c o n o m ic  an d  s o c i a l  s y s t e m .

I n  h i s  t e n  y e a r s  a s  P r im e  M i n i s t e r ,
D e p r e t i s  t o o k  i m p o r t a n t  p o l i t i c a l  a n d  s o c i a l  m e a s u r e s  s u c h

( * ) I n  c o n t r a s t  w i t h  t h e  E n g l i s h  c o n n o t a t i o n ,  i n  I t a l i a n  
p o l i t i c a l  p a r l a n c e ,  t h e  t e r m  radioale r e f e r s  t o  
c o n s e r v a t i v e  p h i l o s o p h y .  E t y m o l o g i c a l l y , radioe means 
t h e  r o o t s ,  o r  t h e  o r i g i n ,  a n d  radioale i s  someone who 
a p p r e c i a t e s  a n d  w a n t s  t o  r e t a i n  t h e  r o o t s .
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a s  q u a d r u p l i n g  t h e  e l e c t o r a t e  by r e d u c i n g  t h e  a g e
an d  t a x p a y e r  q u a l i f i c a t i o n s ,  i m p r o v i n g  p u b l i c  h e a l t h  by 
o p e n i n g  p u b l i c  h e a l t h  c e n t e r s ,  an d  m a k in g  p u b l i c  e d u c a t i o n  
c o m p u l s o r y .  I n  t h e  e c o n o m ic  f i e l d ,  D e p r e t i s ' s  r e c o r d  
was e q u a l l y  i m p r e s s i v e .  The l i b e r a l i z a t i o n  p o l i c y  t h a t  he  
f o l l o w e d ,  i n c l u d e d  t h e  a b o l i t i o n  o f  " f o r c e d "  c u r r e n c y ,  
a  r e l i c  o f  t h e  p o l i t i c a l  s t r u g g l e  b e f o r e  1 8 6 1 ,  t h e  
r e v o c a t i o n  o f  t h e  g r i s t  t a x ,  a n d  t h e  l e a s i n g  o f  t h e  S t a t e  
r a i l w a y s  t o  p r i v a t e  c o m p a n i e s .  T h e s e  l i b e r a l  a c t s  w e re  
c o n s t a n t l y  c h a l l e n g e d  by t h e  r a d i c a l s ,  an d  t h e s e  w e re  n o t  t h e  
o n l y  two p a r l i a m e n t a r y  g r o u p s  i n  c o n f l i c t .  A d d i t i o n a l l y ,  
f e d e r a l i s t s  w e re  s t r u g g l i n g  w i t h  c e n t r a l i s t s ,  c l e r i c a l s  w i t h  
a n t i c l e r i c a l s ,  M o n a r c h i s t s  w i t h  r e p u b l i c a n s  a n d  n a t i o n a l i s t s  
w i t h  c o l l a b o r a t i o n i s t s  who t h o u g h t  t h a t  I t a l y ’ s s u r v i v a l  
d e p e n d e d  on g o o d  r e l a t i o n s  w i t h  f o r m e r  e n e m i e s ,  n a m e l y ,
A u s t r i a  a n d  F r a n c e .  To a d d  c o l o r  t o  t h i s  a c t i v e  s c e n a r i o ,  
I t a l i a n  M a r x i s t s  a n d  a n a r c h i s t s  w e re  q u i t e
v o c i f e r o u s .  W h i le  d i s c u s s i o n s  w e r e ‘g o i n g  on i n s i d e  an d

t
o u t s i d e  t h e  P a r l i a m e n t  - w h i c h  was e v e n l y  d i s t r i b u t e d  b e t w e e n  
two c o a l i t i o n s , one  D e p r e t i s ' s  l i b e r a l - l e f t i s t  an d  t h e  
o t h e r  M i n g h e t t i ' s  r a d i c a l - r i g h t i s t -  a s  t o  t h e  e t h i c a l  
n a t u r e  o f  t h e  f u t u r e  I t a l i a n  S t a t e ,  P a n t a l e o n i ,  de  V i t i  
a n d  M a z z o la  w e re  a d h e r i n g  more an d  m ore  t o  t h e i r  a p o l i t i c a l  
v i e w s  o f  t h e  S t a t e ,  i n  t h e  h o p e  o f  b r i n g i n g  some o r d e r  
t o  t h i s  p o l i t i c a l  c h a o s  f ro m  t h e  r e a l m  o f  f i n a n c i a l  e c o n o m i c s .

P a n t a l e o n i  a n d  t h e  S t a t e . P a n t a l e o n i ' s i n t e r e s t  
i n  P u b l i c  F i n a n c e  was s e c o n d a r y  t o  h i s  i n t e r e s t  i n  P o l i t i c a l  
Economy.  H is  e c o n o m i c s  t e x t b o o k  Principi di eaonomia puva,
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( 1 8 8 9 ) ,  Cha t  p r e c e d e s  P a r e t o ' s  Cours by s e v e n  y e a r s ,  t r u l y  
r i v a l s  M a r s h a l l ' s  Principles i n  b o t h  s c o p e  a n d  a n a l y s i s .  
P a n t a l e o n i  was c a r e f u l  t o  c a l l  h i s  s p e c i a l t y  "E co n o m ic  
S c i e n c e , "  a n d  n o t  " P o l i t i c a l  E c onom y,"  an d  h i s  Principi di 
economic pura h a s  a  r e f r e s h i n g  m a t h e m a t i c a l  e x p o s i t i o n  
t h a t  was l a c k i n g  i n  c o e v a l  C o n t i n e n t a l  e c o n o m i c s  l i t e r a t u r e .  
When he  t u r n e d  h i s  a t t e n t i o n  t o  P u b l i c  F i n a n c e ,  P a n t a l e o n i  
n a t u r a l l y  r e t a i n e d  h i s  m a s t e r y  o f  t h e  c o n c e p t  o f  u t i l i t y ,  
a u g m e n te d  by h i s  g r a s p  o f  m a r g i n a l i t y  t h a t  h e  d e r i v e d  f rom  
t h e  t r i u m v i r a t e  o f  J e v o n s ,  W a l r a s  a n d  M en g e r .

A c c o r d i n g  t o  P a n t a l e o n i ,  i t  i s  q u i t e  p o s s i b l e  t o
p l a c e  t h e  S t a t e  w i t h i n  a  f r a m e w o rk  o f  i n d i v i d u a l  h e d o n i s m .  The
S t a t e ' s  e n d s  a r e  r e c o n c i l a b l e  w i t h  i n d i v i d u a l  " e g o i s m "
b e c a u s e  t h e  i n d i v i d u a l  i s  n o t  a n  e g o i s t  whose e v e r y  a c t  t e n d s
e x c l u s i v e l y  t o  m a x im iz e  h i s  p l e a s u r e  an d  h a p p i n e s s ,  b u t  he  i s
a  " ' t r i b a l '  e g o i s t "  who i s  so c o n s t i t u t e d  as  t o  i d e n t i f y  h i s  own

16maximum h a p p i n e s s  w i t h  t h a t  o f  h i s  s p e c i e s .  P a n t a l e o n i ' s  
c o n c e p t  o f  t r i b a l  e g o i s m  r e f l e c t s  c l o s e l y  H. S p e n c e r ' s  
h y p o t h e s i s  t h a t  t h e  i n d i v i d u a l  w o u ld  n o t  a c t  i n j u r i o u s l y  t o  
two r e l e v a n t  o r g a n i s m s ,  h i s  own and  t h a t  o f  t h e  s o c i e t y  t o  
w h ic h  he  b e l o n g s ,  s i n c e  o t h e r w i s e  h i s  own e x i s t e n c e  w o u ld  be 
h a r m e d .  I n  o t h e r  w o r d s ,  s i n c e  t h e  i n d i v i d u a l  s e e k s  a 
h e d o n i s t i c a l l y  e f f i c i e n t  o u t c o m e ,  an d  w a n t s  t o  make t h i s  
o u tc o m e  a p e r m a n e n t  o n e ,  t h e  o u tco m e  m u s t  be  i n  h a rm ony  w i t h  
h i s  own s u r v i v a l .  P a n t a l e o n i  was q u i t e  f a m i l i a r  w i t h  
S p e n c e r ' s  S o c i a l  S t a t i c s  ( 1 8 5 1 ) ,  w h e re  t h i s  v i e w  was 
e x p o u n d e d ,  an d  h e  a p p l i e d  t h i s  h y p o t h e s i s  r e m a r k a b l y  w e l l  
t o  h i s  " p u r e "  t h e o r y  o f  P u b l i c  F i n a n c e .

1 fM. P a n t a l e o n i ,  Pure Economics, New York: Kelly & Millman, 1957, 
p. 22. Trans la ted  from h i s  Principi di economia pura, Milano: F r a t e l l i  
Treves, 1931, by T^ Boston Bruce.
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The S t a t e ,  a c c o r d i n g  t o  P a n t a l e o n i ,  i s  a f i x t u r e  
o f  s o c i a l  l i f e  n o t  f o r  s u p e r n a t u r a l  r e a s o n s ,  n o r  f o r  t h e  s o l e  
r e a s o n  o f  p r e p a r i n g  t h e  g r o u n d  f o r  t h e  homo oeoonomious t o  
p r o m o te  h i s  i n d i v i d u a l  h e d o n i s m .  A ssu m in g  a  s u r p l u s ,  n o t  a 
s i t u a t i o n  o f  t r a d e o f f  b e t w e e n  s o c i a l  a n d  p e r s o n a l  w a n t s ,  
P a n t a l e o n i  v i e w s  t h e  f o r m e r  a s  e x t e n s i o n s  o f  i n d i v i d u a l  w a n t s .  
W i t h i n  t h i s  f r a m e w o r k ,  P a n t a l e o n i ' s  homo oeoonomious, who i s  
a c t u a t e d  by t r i b a l  e g o i s m ,  makes s u r e  t h a t  h i s  own s e l f i s h n e s s  
i s  s a t i s f i e d ,  b u t  he  a l s o  c o n t r i b u t e s  v o l u n t a r i l y  t o  s o c i a l  
e n d s .  T h i s  f r a m e  o f  r e f e r e n c e ,  f o r m a l i z e d  l a t e r  by M a z z o l a ,  
l e a d s  t h e  s t u d e n t  o f  e c o n o m i c s  t o w a r d  more r e a l i s t i c  p r e m i s e s  
t h a n  t h e  c l a s s i c a l  f r a m e w o r k .  I n  t h e  l a t t e r  t h e  S t a t e  i s  
v i e w e d  a s  a  n e c e s s a r y  e v i l  t h a t  i s  t o l e r a t e d  b e c a u s e  i t  
p r o m o t e s  f r e e d o m  by p r e v e n t i n g  i n t e r n a l  an d  e x t e r n a l  p r e d a t i o n  
an d  b e c a u s e  i t  p r o v i d e s  c e r t a i n  s e r v i c e s  s h u n n e d  by p r i v a t e  
e n t e r p r e n e u r s  b e c a u s e  o f  t h e i r  u n p r o f i t a b l e  n a t u r e .  The s w i t c h  
o f  p a r a d i g m  i n  no way d e t e r s  e c o n o m ic  a n a l y s i s .  On the  c o n t r a r y :̂ 1

" . . .economic  problems may be worked out  j u s t  as  e a s i l y  and 
c o r r e c t ly  by tak ing  as  our  r u l e  the  hypothesis  o f  a  homo 
oeoonomious ac tu a te d  by t r i b a l  egoism, who with  regard  to  
each a c t  w i l l  compare th e  expected inc rease  o f  t r i b a l  
happiness . .  .w i th  the  apprehended diminution o f  h i s  in d iv idua l  
h a p p in e s s . . . Las by s t a r t i n g  with]  th e  hypothesis  o f  a homo 
oeoonomious ac tu a te d  by in d iv id u a l  egoism. I t  must be observed 
. . . t h a t  the  wider  hypothesis  o f  a  homo oeoonomious ac tua ted  
by t r i b a l  egoism. . . i s  th e  s impler  and t r u e r  one, and t h a t  
by i t s  means the  scope o f  o rd ina ry  economic problems i s  
extended to  comprise those  a l s o  which a re  u s u a l ly  
c l a s s i f i e d  s e p a ra te ly  as  forming p a r t  o f  a  sp ec ia l  c l a s s  
of  problems o f  S ta te  economics."

P a n t a l e o n i  e n v i s a g e s  a  s o c i e t y  w h e re  b o t h  t h e  S t a t e  
an d  t h e  i n d i v i d u a l  h a v e ,  i n  t h e  f i r s t  p l a c e ,  p r e s e n t  i n t e r e s t s .  
I n  o t h e r  w o r d s ,  b o t h  p a r t i e s  a r e  b e n e f i t e d  by c e r t a i n  p r e s e n t  
de faoto s i t u a t i o n s ,  an d  t h e y  a c t  i n  c o n f o r m i t y  w i t h  t h i s  
f i r s t  s e r i e s  o f  i n t e r e s t s .  I n  t h e  s e c o n d  p l a c e ,  b o t h  a r e

■^M. P a n t a l e o n i ,  op: cit:, p .  22 .
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i n t e r e s t e d  i n  t h e  f u t u r e ,  a n d  c o n s e q u e n t l y  a c t  i n  a c c o r d a n c e  
w i t h  a  s e c o n d  s e r i e s  o f  i n t e r e s t s ,  b r i n g i n g  i t  i n t o  h a rm ony
w i t h  t h e  f i r s t ,  a c c o r d i n g  t o  v e r y  c o m p le x  h e u r i s t i c  p r o -

18cesses  t h a t  take  p lace  w i th in  a  p o l i t i c a l  o rd e r .  The economist should

c o n c e n t r a t e  on  how w e l l  t h e  S t a t e  a c h i e v e s  t h e  a l l o c a t i o n  o f
p u b l i c  goo d s  i n  r e s p o n s e  t o  p r e s e n t  p u b l i c  d em and ,  a n d  how
c o r r e c t l y  i t  c a l c u l a t e s  t h e  c o n s e q u e n c e s  o f  t h e s e  a c t i o n s
i n  t h e  f u t u r e .  To do t h i s ,  t h e  S t a t e  m u s t  s a f e g u a r d  a l l

-« p r o s p e c t i v e  a n d  p r e s e n t  i n t e r e s t s ,  g i v i n g  th em  t h e  w e i g h t
t h a t  i s  n e c e s s a r y  t o  e n s u r e  i t s  own p r e s e r v a t i o n  f o r  an

19i n d e f i n i t e  p e r i o d .  P a n t a l e o n i  d o e s  n o t  e l a b o r a t e  an y  
f u r t h e r  on t h e  i m p l i c a t i o n s  o f  t h e  p o s i t i o n  t h a t  he  i s  
t a k i n g .  He p r o c e e d s  r i g h t  away t o  a p p l y  m a r g i n a l  c a l c u l u s  
t o  p u b l i c  e x p e n d i t u r e s ,  t r e a t i n g  p u b l i c  e x p e n d i t u r e s  a s  
o u t l a y s  o f  t h e  p r i v a t e  c o n s u m e r ;  h o w e v e r ,  t h e  d e c i s i o n  m a k e r  
i n  q u e s t i o n  i s  a n  " a v e r a g e ” member o f  t h e  P a r l i a m e n t  
e n d e a v o r i n g  t o  e q u a l i z e  t h e  m a r g i n a l  y i e l d s  f ro m  d i f f e r e n t  
o u t l a y s .  I n  o n e  s t r o k e ,  P a n t a l e o n i  m e rg e s  t h e  two s i d e s  
o f  t h e  f i s c a l  a c c o u n t ,  p u b l i c  r e v e n u e  an d  p u b l i c  e x p e n d i t u r e ,  
w i t h  t h e  W a l r a s i a n  s y s t e m ,  a n d  e s t a b l i s h e s ,  a s  e a r l y  a s  
1 8 8 3 ,  t h e  two c a r d i n a l  p r i n c i p l e s  o f  t h e  I t a l i a n  f i s c a l  d o c ­
t r i n e  y e t  t o  come:  (1 )  t h a t  t h e  two s i d e s  o f  t h e  b u d g e t  m us t  
be  d e t e r m i n e d  j o i n t l y ;  a n d ,  (2 )  t h a t  t h e  s a t i s f a c t i o n  o f  
s o c i a l  w a n t s  m u s t  be  t r a c e d  t o  t h e  p r e f e r e n c e s  o f  t h e  i n d i v i d u a l

18 P a n t a l e o n i ,  o p . c i t . , p .  23 .  

19 Ibid . , p .  23
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members  o f  t h e  g r o u p .  H ow ever ,  t h e  e q u a l i z a t i o n  o f  t h e
m a r g i n a l  y i e l d s  o f  t h e  r e l e v a n t  p u b l i c  e x p e n d i t u r e s  d o e s  n o t  
come a b o u t  a u t o m a t i c a l l y  by tatonnement a s  i n  t h e  
W a l r a s i a n  s y s t e m .  A l t h o u g h  t h e  b a s i s  f o r  t h e  c a l c u l u s  o f  
t h e  b e n e f i t  o f  t h e  p u b l i c  g o o d s  i n  q u e s t i o n  i s  i n d i v i d u a l  
p re fe rences ,  t h e  a c t u a l  p r o c e s s  o f  v a l u a t i o n  d o e s  n o t  t a k e  
p l a c e  i n  t h e  v o l u n t a r y  m a r k e t  m e c h a n ism :  a s  h a s  a l w a y s  b e e n  
t h e  c a s e  t h r o u g h o u t  h i s t o r y ,  t h e  a c t u a l  b u d g e t  i s  p r e p a r e d
by g o v e r n m e n t  a g e n c i e s .  B o th  M a z z o la  an d  de V i t i  a c c e p t e d  
t h e  i n c l u s i o n  o f  a g o v e r n i n g  e l i t e  t o  l e a d  t h e  p u b l i c  economy 
t o  e q u i l i b r i u m .  The f o l l o w i n g  two s e c t i o n s  d e a l  w i t h  t h i s  
i s s u e  i n  more  d e t a i l .

M a z z o la  a n d  t h e  R u l i n g  C l a s s . C o n c u r r i n g  w i t h  
P a n t a l e o n i  t h a t  t h e  e q u i l i b r i u m  o f  t h e  p u b l i c  economy i s  n o t  
a  r e s u l t  o f  a  p u r e l y  v o l u n t a r y  m a r k e t  p r o c e s s  e v e n  i n  
t h e  t e r r i t o r y  o f  " s p e c i a l "  p u b l i c  g o o d s  w hose  u t i l i t y  
c a n  be  t r a c e d  t o  i n d i v i d u a l  p r e f e r e n c e s ,  M a z z o la  h o l d s  t h a t  
a  g o v e r n m e n t a l  c a d r e  i s  n e c e s s a r y  t o  r e n d e r  t h e  e q u i l i b r i u m  
p o s s i b l e .  P u b l i c  d e c i s i o n  m a k e r s  a r e  e l e c t e d  o f f i c i a l s .
A c t i n g  a s  a  homo oeoonomious■ t o  whom i s  e n t r u s t e d  t h e  
s p e c i f i c  t a s k  o f  a c h i e v i n g  e q u i l i b r i u m  i n  t h e  p u b l i c
econom y,  t h e  a g e n t  m u s t  a c t  w i t h  k n o w le d g e  an d  s k i l l ,  and  
w i t h  r e s p o n s i b i l i t y  a n d  s e n t i e n c e .  The a g e n t  m u s t  f i r s t  
i d e n t i f y  an d  q u a n t i f y  t h e  s u b j e c t i v e  p r e f e r e n c e s  o f  t h e  
c i t i z e n s ,  a n d  t h e n  a c t  t o  s a t i s f y  t h e s e  p r e f e r e n c e s  t o  reach an 
e q u i l i b r i u m .  The a g e n t  knows t h a t ,  u n l e s s  t h i s  i s  n o t  a c h i e v e d ,  
h i s  tenu re  w i l l  be t e r m i n a t e d .  The e q u i l i b r i u m  i s  a c h i e v e d

A. M u s g r a v e ,  T h e o r y  o f  P u b l i c  F i n a n c e , New York: 
McGraw-Hill, 1959, pT 70 .

. . L .

"Sentience" r e f e r s  to  responsiveness  o f  the  S ta te  t o  the  needs of 
the  p u b l ic .
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s i m u l t a n e o u s l y  i n  two r e a l m s ,  t h e  ec o n o m ic  a n d  t h e  p o l i t i c a l .  
M a zz o la  a c c e p t s  t h e  p o l i t i c a l  f r a m e w o rk  o f  P a n t a l e o n i  w i t h o u t  
h e s i t a t i o n i h o w e v e r ,  t h e  d e c i s i o n  r u l e  t h a t  h e  p r e s c r i b e s  
i s  n o t  t h e  same one  p r o p o s e d  by P a n t a l e o n i .  I n  M a z z o l a ' s  v i e w ,  

a f t e r  e l i c i t i n g  the  p re fe rences  of  the  c i t i z e n s ,  the agent equates  no t  j u s t  the  
m a r g i n a l  y i e l d s  o f  v a r i o u s  p u b l i c  e x p e n d i t u r e  p r o j e c t s ,  b u t  
m a r g i n a l  y i e l d s  o f  p u b l i c  and  p r i v a t e  g o o d s .  T h i s
p o i n t  w i l l  be  e l a b o r a t e d  i n  C h a p t e r  3 .  The m o s t  e x t e n s i v e  
a n a l y s i s  o f  t h e  r u l i n g  c l a s s ,  h o w e v e r ,  was made by d e  V i t i  
de M arco .

De V i t i  a n d  H is  D u a l  H y p o t h e s i s  on t h e  Form o f  S t a t e . 
What n e e d s  t o  be s e e n  a t  t h i s  j u n c t u r e  i s  t h e  c o n t r i b u t i o n  
o f  de V i t i  i n  i n t r o d u c i n g  t h e  d u a l  t h e o r y  o f  t h e  S t a t e ,  
s i n c e  t h i s  e x p l a i n s ,  i n  b o t h  t y r a n n i c a l  a n d  d e m o c r a t i c  
v e r s i o n s ,  t h a t  t h e r e  i s  a s e n t i e n t  r u l i n g  c l a s s .

De V i t i  b u i l d s  t h e  b a s i c  p r e m i s e s  o f  h i s  t h e o r y  

on the  h i s t o r i c a l  development o f  th e  S ta te  from a f e u d a l i s t i c  t o  a 
democratic form. Nowhere i n  t h i s  h i s t o r y  does one see a. S ta te  i^hich 
was e n t i r e l y  o p p r e s s i v e ,  i n  t h e  s e n s e  t h a t  t h e  p r e f e r e n c e s  o f  

t h e  c i t i z e n s  i n  the  pub l ic  economy were t o t a l l y  unheeded, or  
c o n v e r s e l y ,  a  S t a t e  w h i c h  was t o t a l l y  d e m o c r a t i c .  R e g a r d l e s s  of  how 
oppressive o r  democratic the  S ta te  might be, however, one th in g  remained 
t h e  same.: t h e  s a t i s f a c t i o n  f ro m  p u b l i c  goo d s  an d  t h e  b u r d e n  
o f  t h e i r  f i n a n c i n g  w e r e  f e l t  by  t h e  c i t i z e n s ,  b u t  t h e  
d e c i s i o n s  c o n c e r n i n g  w h a t  am ount  o f  t a x  t o  l e v y  an d  
how t o  a l l o c a t e  t h e  r e v e n u e  among v a r i o u s  p u b l i c  p r o j e c t s  
a l w a y s  r e s t e d  w i t h  t h e  S t a t e .  The S t a t e  was a lw a y s  s e n t i e n t  
o f  t h e  s o c i a l  w a n t s  o f  t h e  c i t i z e n s ,  b u t  d i d  n o t  a l w a y s  t r y  t o
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acco m m o d a te  t h e s e  w a n t s  when t h e y  c l a s h e d  w i t h  t h e  r u l i n g  
c l a s s ' s  own o b j e c t i v e s .  De V i t i  p o i n t s  o u t  t h a t  t h e  h i s t o r i c a l  
d e v e l o p m e n t  h a d  l e d  t h e  S t a t e  c l o s e r  t o  t h e  d e m o c r a t i c  m o ld ,  
a l t h o u g h  t h e r e  was y e t  some d i s tan ce  t o  cover before  the  t o t a l l y  
democratic so c ie ty  would be a t t a in e d .  Tracing the  h i s t o r i c a l  development 
o f  E n g l a n d  f ro m  t h e  1 3 t h  c e n t u r y  o n ,  de  V i t i  c o n c l u d e s  t h a t  t h e  
r i g h t  o f  the  taxpayers  t o  approve the  t o t a l  pub l ic  revenue and to  
d i s t r i b u t e  i t  among va r ious  publ ic  expenditures  i s  the  most 
i m p o r t a n t  e c o n o m ic  e l e m e n t  i n  t h e  m o d e rn  S t a t e ,  an d  t h a t  
t h i s  p r o c e s s  m u s t  be  made a n  i n t e g r a l  e l e m e n t  i n  t h e  
m odern  t h e o r y  o f  P u b l i c  F i n a n c e .

I n  o r d e r  t o  g i v e  t h e  s t u d e n t  o f  P u b l i c  F i n a n c e  a 
box  o f  t o o l s  t o  i n t e r p r e t  t h e  c o n f u s i n g  f i n a n c i a l  d e c i s i o n s  t h a t  
t a k e  p l a c e  i n  t h e  f i e l d ,  de  V i t i  f o rm s  two m o d e l s  o f  t h e  
S t a t e ,  on e  t o t a l l y  o p p r e s s i v e  an d  t h e  o t h e r  t o t a l l y  
d e m o c r a t i c ,  i n  t h e  h o p e  t h a t  t h e  s t u d e n t  c a n  d raw  i n f e r e n c e s  
f ro m  t h e s e  two co n s t ru c t s  a n d  a p p l y  th em  t o  t h e  p a r t i c u l a r  
t y p e  o f  S t a t e  u n d e r  c o n s i d e r a t i o n .  What de  V i t i  h a d  i n  mind 
was t o  r e s c u e  P u b l i c  F i n a n c e  f ro m  t h e  c h a o s  t h a t  
i t  was i n  b o t h  i n  t h e  P a r l i a m e n t  a n d  i n  t h e  a c a d e m e .
The two l i m i t i n g  h y p o t h e s e s  c o n s t r u c t e d  by de  V i t i  de  M arco ,  
a l t h o u g h  h i g h l y  a b s t r a c t ,  w e re  deemed t o  be  u s e f u l  i n  t h e  
p r a c t i c e  o f  P u b l i c  F i n a n c e  i n  t h a t  t h e s e  h y p o t h e s e s ,  by 
means o f  s u c c e s s i v e  d e d u c t i o n s ,  a p p r o x i m a t i o n s  and  
c o m p a r i s o n s ,  w ou ld  l e a d  t o  f i s c a l  phenom ena  t h a t  a r e  more 
c o n c r e t e  a n d  n e a r e r  t o  r e a l i t y .

(22 )  , . . . , ot- Einaudi m  o p .  c i t e d , p .  25 .
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What de  V i t i  was d o i n g  a m o u n te d  t o ,  f i r s t ,  t o  
e n v i s a g e  t h e  S t a t e  a s  a  p r o d u c e r  o f  ( p u b l i c )  g o o d s ,  a n d  
s e c o n d ,  t o  t r a c e  t h e  b e h a v i o r  o f  t h i s  p r o d u c e r  i n  two 
o p p o s i t e  ( p u b l i c )  m a r k e t  s t r u c t u r e s ,  t h e  m o n o p o l i s t i c  
an d  t h e  p e r f e c t l y  competi t ive .  He was h o p i n g  t h a t  some 
day  a t h e o r i s t  w o u ld  come up w i t h  a n o t h e r  model o f  S t a t e  
more r e a l i s t i c a l l y  p o s i t i o n e d  i n  t h e  s p e c t r u m  l i m i t e d  by 
h i s  two s c h e m a .  He was l o o k i n g  f o r w a r d ,  i n  o t h e r  w o r d s ,  
t o  someone who w o u ld  r e n d e r  P u b l i c  F i n a n c e  t h e  s e r v i c e  t h a t  
C h a m b e r l i n  a n d  R o b i n s o n  p e r f o r m e d  i n  t h e  f i e l d  o f  p r i c e  
t h e o r y  some f i f t y  y e a r s  l a t e r ,  when t h e y  a d d e d  y e t  a n o t h e r  
s e t  o f  t o o l s  t o  t h e  w o r k s h o p  o f  e c o n o m i s t s  t o  i n c r e a s e  
t h e i r  a b i l i t y  t o  a n a l y z e  a n d  p r e d i c t  t h e  b e h a v i o r  o f  t h e  
f i r m  t h a t  was m o n o p o l i s t i c a l l y  c o m p e t i t i v e .  U n f o r t u n a t e l y  t h i s  
d id  no t  come t r u e ,  i n  the  f i e l d  o f  Publ ic  Finance,  n e i t h e r  from I t a l y  nor  
from abroad, e i t h e r  because de V i t i ' s  dual theory d id  no t  reach  the  
a u d i e n c e  o u t s i d e  o f  I t a l y ,  o r  because even i f  i t  d id ,  i t  was dismissed 
a s  b e i n g  t o o  a b s t r a c t .  I n  I t a l y  t o o  de  V i t i  met  r e s i s t a n c e ,  
e s p e c i a l l y  f ro m  t h o s e  who be l ieved  t h a t  f i s c a l  d e c i s i o n s  
were p o l i t i c a l  d e c i s i o n s ,  and t h a t  th e r e fo r e  a p o l i t i c a l ,  n o t  economic 
e q u i l i b r i u m  m u s t  be  s o u g h t .  T h e s e  a u t h o r s  w e re  t h e  
f o l l o w e r s  o f  P a r e t o  a n d  M osca ,  a n d  i n c l u d e d  i m p o r t a n t  f i g u r e s  
s u c h  a s  B a r o n e ,  F a s i a n i  an d  P u v i a n i .  De V i t i ' s  t h e o r y ,  
h o w e v e r ,  was h a i l e d  by  F a s i a n i  an d  E i n a u d i , u n f o r t u ­
n a t e l y  t o  b e  s i l e n c e d  l a t e r  by t h e  a d v e n t  o f  v e h e m e n t l y  
F a s c i s t i c  w r i t i n g s  o f  M asc i  a n d  R i c c a - S a l e r n o . De V i t i  a l s o  
w i t n e s s e d  h i s  c l o s e s t  c o l l e a g u e ,  P a n t a l e o n i ,  l e a n i n g ■f u r t h e r  
an d  f u r t h e r  t o  t h e  F a s c i s t  camp u n t i l  h i s  d e a t h  i n  1 9 2 4 .  By 
an d  l a r g e ,  h o w e v e r ,  t h e  F a s c i s t  i d e o l o g y  w h i c h  r e k i n d l e d  t h e  
" o r g a n i c "  c o n c e p t  o f  t h e  p u b l i c  economy f ro m  t h e  w r i t i n g s
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o f  e a r l i e r  German a u t h o r s  s u c h  a s  S c h a e f l e ,  R i t s c h l  an d  
W agner ,  made t h e  s c e n e  o n l y  a f t e r  t h e  1930s  i n  t h e  S t a t e -  
s u p p o r t e d  p u b l i c a t i o n s  o f  l e s s e r  I t a l i a n  e c o n o m i s t s ;  b u t  
by t h e n ,  t h e  de  V i t i a n  p a r a d i g m  h a d  a l r e a d y  e s t a b l i s h e d  
i t s e l f  a s  t h e  t y p i c a l  I t a l i a n  f i s c a l  d o c t r i n e .

More on t h e  de  V i t i a n  D u a l i t y .  On t h e  one  en d  
o f  t h e  p o l i t i c a l  s p e c t r u m  de  V i t i  h a s  h i s .  " m o n o p o l i s t i c "  
S t a t e ,  s t r u c t u r e d  a s  a n  a b s o l u t e  m o n a rc h y  o r  o l i g a r c h y ,  i n  
w h ic h  a r u l i n g  c l a s s  makes dec is ions  s inglehandedly with  r e s p e c t  t o  
both t h e  t a x a t i o n  a n d  e x p e n d i t u r e  s i d e s  o f  t h e  f i s c a l  
a c c o u n t .  The r u l i n g  c l a s s  r e s e m b l e s  t h e  m o n o p o l i s t  b e c a u s e  
i t  d e t e r m i n e s  t h e  t a x - p r i c e  t h a t  i t  c h a r g e s  t h e  c i t i z e n s  
i n  s u c h  a  way t h a t ,  a f t e r  t h e  c i t i z e n s  " b u y "  t h e  p u b l i c  
good i n  q u e s t i o n ,  t h e  r u l i n g  c l a s s  e a r n s  a n  " e x c e s s "  
p r o f i t  f o r  i t s e l f .  The S t a t e  i s  i n  a  more f a v o r a b l e  
p o s i t i o n  t h a n  t h e  m o n o p o l i s t  i n  t h e  p r i v a t e  economy s i n c e  
t h e  S t a t e  c a n  n o t  o n l y  s e t  t h e  t a x - p r i c e  a s  h i g h
a s  i t  w i s h e  d b u t  c a n  a c t u a l l y  f o r c e  c i t i z e n s  t o  consume 

t h e  p u b l i c  good  u n d e r  c o n s i d e r a t i o n .  A d d i t i o n a l l y ,  
t h e  S t a t e  may u s e  i t s  a d m i n i s t r a t i v e  an d  
l e g a l  f a c u l t i e s  t o  p r o s c r i b e  u s e  o f  
s u b s t i t u t e  ( p u b l i c )  g o o d s  a s  w e l l  a s  t o  r e g u l a t e  
an y  " f u t u r e "  p r o d u c e r s  o f  t h e  ( p u b l i c )  g o o d s  o t h e r  t h a n  
t h e  S t a t e .  Owing to  th e se  favorab le  c o n d i t i o n s ,  t h e  m o n o p o l i s t  
S t a t e  c a n  a s s u r e  i t s  own e x i s t e n c e  f o r  a l o n g  t i m e .

O b v i o u s l y ,  h o w e v e r ,  t h e  m o n o p o l i s t  S t a t e  w o u ld  n o t  
s u r v i v e  i n d e f i n i t e l y .  A g l a n c e  a t  t h e  p o l i t i c a l  h i s t o r i e s
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o f  many n a t i o n s  w h ic h  s t a r t e d  o f f  a s  m o n a r c h i e s  o r  o l i g a r c h i e s  
w o u ld  r e v e a l  t h e  f a c t  t h a t  o v e r  t h e  c e n t u r i e s  l a r g e r  and  
l a r g e r  p r o p o r t i o n s  o f  c i t i z e n s  h a v e  p a r t i c i p a t e d  i n  S t a t e  
a f f a i r s ,  a n d  t h i s  h a s  b e e n  a c h i e v e d  a f t e r  c o n s i d e r a b l e  
s t r u g g l e .  I t  i s  p o s s i b l e ,  t h e r e f o r e ,  t o  e n v i s a g e  t h e  o t h e r  
e x t r e m e  o f  t h e  s p e c t r u m  w h e re  . t h i s  s t r u g g l e  f o r  p a r t i c i p a t i o n  
has c u l m i n a t e d  i n  a  f i n a l  s t a g e  i n  w h i c h  a l 1 c i t i z e n s  a r e  
i n v i t e d  t o  e x p r e s s  t h e i r  j u d g m e n t  c o n c e r n i n g  t h e  
a p p r o p r i a t e n e s s  o f  a  p u b l i c  p r o j e c t  t o  be  o f f e r e d  i n  t h e  
f u t u r e .  I n  t h i s  s c e n a r i o  - o n e  t h a t  W i c k s e l l  w o u ld  e n v y  s i n c e  
i t  p r e c e d e d  h i s  own m i s e - e n - s c e n e  by a l m o s t  f o u r  d e c a d e s -  
t h e  s u p p l i e r s  an d  c o n s u m e r s  o f  p u b l i c  go o d s  a r e  one a n d  t h e  
sam e .  I t  i s  i m p o s s i b l e  t o  h a v e  i n  t h i s  m odel  a n  " e x c e s s "  
p r o f i t  t h a t  t h e  r u l i n g  c l a s s  w ou ld  d i v e r t  t o  i t s e l f .
The c o s t  o f  p r o d u c t i o n  i s  a  " n e t "  c o s t ,  i n c l u d i n g ,  t o  be 
s u r e ,  a  p o r t i o n  t h a t  t h e  c i t i z e n s  would pay f o r  the  e f f o r t s  of  
t h e i r  e l e c t e d  e c o n o m ic  a g e n t s  who a r e  e x p e c t e d  t o
o p e r a t e  w i t h i n  t h e  l i m i t s  o f  t h e  m a n d a t e  g i v e n  t o  them  by 
t h e  v o t e r s .  The a g e n t s  h a v e  p r o p e r  a u t h o r i t y  t o  a c h i e v e  
t h e  o r g a n i z a t i o n a l  t a s k  e n t r u s t e d  t o  t h e m ,  b u t  t h e i r  
r e s p o n s i b i l i t i e s  a r e  a l s o  c l e a r l y  d e l i n e a t e d  by t h e  
e l e c t o r a t e .  De V i t i  n o t e s  t h a t ,  w h e r e a s  i n  t h e  p r i v a t e  

economy t h e  t a s k  o f  a c h i e v i n g  o r g a n i z a t i o n a l  g o a l s  i s  d e l e g a ­
t e d  t o  a  m a n a g e r  who i s  t h e  m ere  a g e n t  o f  t h e  s t o c k h o l d e r s  
o f  t h e  f i r m ,  i n  t h e  p u b l i c  economy t h e  p u b l i c  a d m i n i s t r a t o r s  
h a v e  under t h e i r  d i sp o sa l  a  power t h a t  p r iv a te  managers lack:  t h e  
pow er  o f  c o m p u l s i o n .  The p u b l i c  a d m i n i s t r a t o r s  r e s o r t  t o  
t h i s  m e a s u r e ,  h o w e v e r ,  o n l y  u n d e r  e x t r e m e  c i r c u m s t a n c e s  i n  
w h ic h  t h e  i n d i v i d u a l  c i t i z e n  f a i l s  t o  h o n o r  t h e  d e c i s i o n  
i n  w h ic h  he  p a r t i c i p a t e d  p r e v i o u s l y .  As P e t e r  D r u c k e r
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( * )w i l l  h a v e  s a i d  some s e v e n t y  y e a r s  l a t e r ,  i f  t h e  i n d i v i d u a l  
h a s  p a r t i c i p a t e d  i n  t h e  d e t e r m i n a t i o n  o f  t h e  o r g a n i z a t i o n ' s  
g o a l s  - t h a t  w i l l  e v e n t u a l l y  a f f e c t  h im  a s  a member o f  t h a t  
o r g a n i z a t i o n -  and  i f  t h e s e  g o a l s  a r e  c l e a r  a n d  m e a s u r a b l e ,  
b o t h  t h e  i n d i v i d u a l  a n d  t h e  o r g a n i z a t i o n  w i l l  b e n e f i t  f rom  
t h i s  a r r a n g e m e n t .  On t h e  on e  h a n d  t h e  i n d i v i d u a l ,  h a v i n g  
r e a l i z e d  w h a t  t h e  o r g a n i z a t i o n  w ould  r e q u i r e  o f  him a s  a 
member ,  w i l l  show m ore  com m itm ent  i n  t h e  a c c o m p l i s h m e n t  o f  
t h o s e  g o a l s :  t h e  p a r t i c i p a t i o n  p r o c e s s  i s  i n s t r u m e n t a l  i n  
i n f o r m i n g  t h e  i n d i v i d u a l  o f  t h e  o v e r a l l  r e q u i r e m e n t s  o f  
t h e  o r g a n i z a t i o n .  On t h e  o t h e r  h a n d ,  b e c a u s e  o f  t h e  a c t i v e  
p a r t i c i p a t i o n  p r o c e s s  t h a t  i s  i n v o l v e d ,  t h e  a d m i n i s t r a t o r  
w i l l  a p p r e h e n d  t h e  n a t u r e  o f  t h e  g o a l s  o f  t h e  i n d i v i d u a l  
m em b ers ,  an d  w i l l  be  i n  a  p o s i t i o n  t o  a d j u s t  o r g a n i z a t i o n a l  
g o a l s  t o  reco n c i le  them w i t h  t h e  m em bers '  g o a l s .  T h i s  w i l l  
r e s u l t  i n  more an d  m ore  s u c c e s s f u l  o p e r a t i o n ,  r e s u l t i n g  i n  
s i m u l t a n e o u s  r e a l i z a t i o n  o f  o r g a n i z a t i o n a l  a n d  p e r s o n a l  
w a n t s .

I n  sum, t h e  I t a l i a n  f i s c a l  d o c t r i n e  d e l e g a t e s  
t h e  - t a s k  o f  t a k i n g  n e c e s s a r y  m e a s u r e s  t o  p r o m o t e  maximum 
s a t i s f a c t i o n  t o  t h e  c i t i z e n r y  -to a c a d r e ,  c a l l  i t  c i v i l  
s e r v a n t s ,  F i n a n c e  M i n i s t e r s ,  o r  w h a t  h a v e  y o u .  H ow ever ,  
e c o n o m ic  r e s o u r c e s  a r e  s c a r c e  an d  p u b l i c  w a n t s  a r e  u n l i m i t e d .  
C o n s e q u e n t l y ,  i t  w o u ld  be  i m p o s s i b l e  f o r  t h e  c a d r e  
t o  s a t i s f y  a l l  t h e  c i t i z e n s .  Bu t  a n  ec o n o m ic  s o l u t i o n  
i s  s t i l l  p o s s i b l e :  t a x e s  a r e  r e g a r d e d  by  t h e  c i t i z e n s  a s  
a  s u b s c r i p t i o n  f e e  f o r  t h e  a v e r a g e  c o n s u m p t i o n  o f  p u b l i c  
g o o d s  o v e r  a  p e r i o d  o f  t i m e ,  a n a l o g o u s  t o  a  " s e a s o n ' s

/  . J -  \

P.  D r u c k e r ,  The P r a c t i c e  o f  Management, New York: Harper & Row, 
1.954. -------------------------------  -------
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23t i c k e t . "  S i n c e  a l m o s t  a l l  p u b l i c  s e r v i c e s  a r e  e i t h e r  
i n s t r u m e n t a l  i n  p r i v a t e  p r o d u c t i o n  o r  n e c e s s a r y  f o r  
p r i v a t e  c o n s u m p t i o n ,  a s  m e n t i o n e d  a b o v e ,  de  V i t i  c o n s i d e r s  
i t  p e r m i s s i b l e  t o  a s su m e  t h a t  t h e  c o n s u m p t i o n  o f  g e n e r a l  
p u b l i c  s e r v i c e s  i s  p r o p o r t i o n a t e  t o  t h e  incom e o f  e a c h  
c i t i z e n .  T h i s  p o i n t  w i l l  b e  e l a b o r a t e d  i n  C h a p t e r  3 .  F o r  
t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  r e g a r d l e s s  o f  w h a t  d e c i s i o n
r u l e  i s  a d o p t e d , " a n  e l e m e n t  o f  a r b i t r a r i n e s s  s t i l l  r e m a i n s  
[ i n  de  V i t i ' s  m o d e l ] ,  b u t  i t  i s  a s su m e d  t o  be s m a l l ,  
p r o v i d e d  t h a t  t a x p a y e r s  h a v e  t h e  r i g h t  t o ,  a n d  i n  f a c t  d o ,  
a p p r o v e  t a x  l e g i s l a t i o n . " ^

The I t a l i a n  C r i t i c i s m  o f  de  V i t i ' s  T h e o ry  o f
-------------------------------------------------  ̂ m ------------------------------

t h e  S t a t e . T h a t  t h e  de  V i t i a n  e x t r e m a  do n o t  p r e s e n t
t h e m s e l v e s  i n  r e a l i t y  i s  a n  i d l e  o b j e c t i o n .  De V i t i  was
f u l l y  c o g n i z a n t  o f  t h i s .  He knew t h a t  he  was e x p o u n d i n g
a b s t r a c t  m o d e l s ,  a n d  h e  w o u ld  h a v e  b e e n  t r u l y  e c s t a t i c
i f  someone h a d  c o n c e i v e d  y e t  a n o t h e r  t h e o r e t i c a l  s t r u c t u r e
o f  t h e  S t a t e  t h a t  a l l o w e d  f u r t h e r  e c o n o m ic  i n s i g h t .  W h i le
n e i t h e r  p u r e l y  m o n o p o l i s t i c  n o r  p u r e l y  c o m p e t i t i v e  m a r k e t s
a r e  a r e a l i t y ,  p r i c e  t h e o r y  h a s  n e v e r t h e l e s s  t h r i v e n  w i t h i n
t h e s e  two l i m i t i n g  h y p o t h e s e s .  A n o t h e r  f u n c t i o n  o f  t h e s e
e x t r e m e l y  a b s t r a c t  l i m i t i n g  c a s e s  h a s  b e e n  t h e  n o r m a t i v e
i m p l i c a t i o n  t h a t  t h e y  c o n v e y e d ,  n a m e l y ,  t h e  n o t i o n  t h a t
t h e  p u r e l y  c o m p e t i t i v e  m a r k e t  i s  s o m e t h i n g  t o  a s p i r e  t o .
S i m i l a r l y ,  de  V i t i ' s  d u a l  m odel  a c h i e v e s  b o t h  f u n c t i o n s

23 M u s g r a v e ' s  T h e o ry  o f  P u b l i c  F i n a n c e  c i t e d ,  p .  73.
24

I b i d . , p . 73.
( )

One d e a l i n g  w i t h  t h e  m o n o p o l i s t i c  a n d  t h e  o t h e r  w i t h  t h e  
c o o p e r a t i v e  S t a t e .
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i n  t h a t ,  on t h e  one  h a n d  i t  p r e p a r e s  a  s u i t a b l e  b a c k g r o u n d
f o r  t h e  d e v e l o p m e n t  o f  more d e t a i l e d  m o d e l s ,  a n d ,  on t h e
o t h e r ,  i t  s e t s  t h e  v a l u e s  t h a t  t h e  P u b l i c  F i n a n c e  s p e c i a l i s t
s h o u l d  c h e r i s h 5 " . . f o r  w ha t  o t h e r  i d e a l  c a n  seem b e t t e r
i n  t h e  e y e s  o f  t h e  s t u d e n t  o f  P u b l i c  F i n a n c e  t h a n  t h a t  o f
a S t a t e  d e d i c a t e d  t o  t h e  s e r v i c e  o f  t h e  g e n e r a l  i n t e r e s t ,

25i n  t h e  p r e s e n t  an d  i n  t h e  f u t u r e ,  o f  t h e  w h o le  n a t i o n ?  "
The t a s k  o f  t h e  s t u d e n t  o f  P u b l i c  F i n a n c e ,  a c c o r d i n g  t o  de  V i t i ,
i s  t o  o b s e r v e  f i s c a l  phenomena w i t h  u t m o s t  i m p a r t i a l i t y ,  f r e e  o f
p a s s i o n s ,  s e n t i m e n t s  an d  p r e j u d i c e s ,  w h i c h  v a r y  f rom

( 2 6 )p l a c e  t o  p l a c e  and  moment t o  moment.  De V i t i  t h i n k s
t h a t  h i s  t h e o r y  o f  f i s c a l  p r o c e s s ,  a l t h o u g h  d e f i n i t e l y
a b s t r a c t ,  i s  much m ore  v a l u a b l e  i n  t h i s  r e g a r d  t h a n
o t h e r  p e r s p e c t i v e s  b e i n g  o f f e r e d  i n  I t a l y  a n d  e l s e w h e r e
i n  t h e  name o f  P u b l i c  F i n a n c e .  A p a r t  f ro m  t h e  s c h o l a r
o f  P u b l i c  F i n a n c e ,  t h e  p o l i t i c i a n  t o o  w o u ld  b e n e f i t  f rom

( 2 7 )de  V i t i ' s  v i s i o n  o f  t h e  S t a t e ,  s i n c e :

" the  s tatesman who, when he reads ,  looks,  no t  f o r  minute 
r u le s  o f  d a i l y  l i f e ,  but  f o r  a  guide which, l i k e  a beacon, 
w i l l  d i r e c t  him i n  the  choice o f  th e  road which he seeks,  and 
which he w i l l  l a t e r  t r a v e r s e  i n  very  d i f f e r e n t  ways 
according to  the  changing phases o f  h i s t o r y ,  w i l l  always 
be g r a t e f u l  t o  de V i t i  f o r  having o f fe re d  two guiding l i g h t s .  
One o f  these  he w i l l  c e r t a i n l y  wish to  avoid;  f o r  no one 
wishes t o  govern peoples f o r  on e ' s  own sake o r  f o r  t h a t  
o f  th e  group to  which one belongs.  The o th e r  beacon 
f la sh e s  a hope o f  a r r i v a l  i n  a p o r t  which w i l l  r ep re sen t  
a  ga in  f o r  a l l ,  the  a t ta inment  o f  t h a t  goal which i s  b e s t  
s u i t e d  t o  th e  whole n a t io n . "

25 E i n a u d i ' s I n t r o d u c t i o n  c i t e d ,  p p .  2 6 - 2 7 .  

2 ^ I b i d . , p . 25 .

27Ibid., p. 27
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A l t h o u g h  P a n t a l e o n i ' s , M a z z o l a ' s ,  a n d  more 
i m p o r t a n t l y ,  de  V i t i ' s  c o n t r i b u t i o n s  t o  P u b l i c  F i n a n c e  
w e re  a p p r e c i a t e d  g r e a t l y  i n  I t a l y  t o  t h e  p o i n t  o f  r e v e r e n c e ,  
t h e i r  v i e w  n e v e r t h e l e s s  met  f i e r c e  c r i t i c i s m  f ro m  c e r t a i n  
a c a d e m i c  c i r c l e s .  The  c r i t i c i s m  was e s p e c i a l l y  d i r e c t e d  
t o  t h e  a s s u m p t i o n  t h a t  t h e  r u l i n g  c a d r e  w o u ld  p r o m o te  
t h e  w e l f a r e  o f  t h e  c i t i z e n r y ,  s i n c e  i n  a c t u a l i t y ,  
t h e  p o l i t i a n s  i n  t h e  P a r l i a m e n t  w e re  m ak in g  f i s c a l  d e c i s i o n s  
t o  en r ich  e i t h e r  t h e i r  own w e l f a r e  o r  t h e  w e l f a r e  o f  t h e  
g r o u p s  t h a t  s u p p o r t e d  th e m .  A c c o r d i n g  t o  t h i s  c r i t i c i s m ,  
f i s c a l  d e c i s i o n s  w e r e  made q u i t e  d i f f e r e n t l y  f ro m  t h o s e  
d e c i s i o n s  made i n  t h e  p r i v a t e  econom y,  t h e r e f o r e ,  t h e r e  
was no n e e d  t o  s t r a i t j a c k e t  f i n a n c i a l  phenom ena  
w i t h i n  t h e  f r a m e w o r k  o f  t h e  " p u r e "  t h e o r y  o f  F i n a n c i a l  
E c o n o m ic s .  F i s c a l  d e c i s i o n s  w e r e  p o l i t i c a l  d e c i s i o n s  
p u r e  an d  s i m p l e ,  a n d  t h e y  r e q u i r e d  p o l i t i c a l  s o p h i s t i c a t i o n  
r a t h e r  t h a n  e c o n o m i c - f i n a n c i a l  s o p h i s t i c a t i o n .  T h i s  c r i t i c i s m  
g a i n e d  s u p p o r t  n o t  o n l y  f ro m  c e r t a i n  I t a l i a n  e c o n o m i s t s  
u n d e r  t h e  i n f l u e n c e  o f  A x i s t r i a n  e c o n o m i s t s ,  l i k e  R i c c a -  
S a l e r n o ,  who was i n f l u e n c e d  by W i e s e r ,  b u t  a l s o  f rom  t h e  m o s t  
r e n o w n e d  I t a l i a n  p o l i t i c a l  e c o n o m i s t  o f  t h e  d a y ,  V i l f r e d o  
P a r e t o .

A c c o r d i n g  t o  P a r e t o ,  i t  was a c h a r a c t e r i s t i c ,  
o f  human b e i n g s ,  t a k e n  c o l l e c t i v e l y ,  t o  c r e a t e  a  d e s i r e d  
d i s t r i b u t i o n  o f  in co m e  a n d  w e a l t h  t h a t  r e f l e c t e d  t h e  
i n e q u a l i t y  o f  a b i l i t y  i n h e r e n t l y  i n  e x i s t e n c e  among th e m .
I n  h i s  Trattato di Sociologia generate ( 1 9 1 6 ) ,  P a r e t o  
s e e s  i n  t h e  human n a t u r e  a n u c l e u s  w h i c h  i s  c o n s t a n t  an d
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a  p a r t  w h ic h  i s  v a r i a b l e .  The f i x e d  p a r t  c o n s i s t s  o f  i n s t i n c t s ,  
a p p e t i t e s  an d  s e l f i s h n e s s ;  t h e  v a r i a b l e  p a r t  c o n s i s t s  o f  
e i t h e r  l o g i c a l  r e a s o n i n g ,  o r  r e a s o n i n g  t h a t  i s  s u p p o r t e d  
by l o g i c  ( r a t i o n a l i z a t i o n . )  P a r e t o  c a l l s  t h e  f o r m e r  il 
residue , a n d  t h e  l a t t e r  la derivazione , a n d  the  former u s u a l ly  
p r e v a i l s  o v e r  t h e  l a t t e r .  T h i s  h a p p e n s  i n  t n e  

f o l l o w i n g  m a n n e r .  Tne residuo c o n t a i n s  t h e  b a s i c

p h i l o s o p h y  t h a t  g i v e s  r i s e  t o  m an ’ s l o n g  t e r m  a n d  s h o r t  
t e r m  a c t i o n s .  Some p e o p l e  w a n t  t o  e x t e n d  t h e i r  residui, 
t h a t  i s ,  t h e i r  v a l u e s ,  o v e r  t h e  o t h e r  members  o f  t h e  s o c i e t y  : 
t o  do t h i s  t h e y  em ploy  v a r i o u s  m e d i a .  A r t s  a n d  l e t t e r s ,  
r e l i g i o n ,  t h e  j u d i c i a l  s y s t e m ,  an d  f i n a l l y  t h e  p o l i t i c a l  
an d  ec o n o m ic  s y s t e m  a r e  a l l  t h e  r e s u l t s  o f  t h e  l a b o r s  o f  
a g i v e n  c l a s s  o f  p e o p l e  d i r e c t e d  t o  e s t a b l i s h i n g  a  f r a m e w o r k  
w h e r e i n  t h e i r  residui w o u ld  p r e v a i l .  The derivazioni 
a r e  n o t h i n g  b u t  t h e  l o g i c a l  e x p l a n a t i o n s  t h a t  t h e  d o m i n a n t  
c l a s s e s  ( p r i e s t s ,  p o l i t i c i a n s ,  a r t i s t s )  g i v e  t o  accom m oda te  
t h e i r  residui. H o w ev er ,  when a  g i v e n  s e t  o f  v a l u e s  
becom es  i n c r e a s i n g l y  i n a d e q u a t e  i n  d e a l i n g  w i t h  t h e  p r o b l e m s  
o f  t h e  d a y ,  a n o t h e r  e n t e r p r i s i n g  c l a s s  w i l l  h a r p  on  t h e  
i n a d e q u a c y  o f  t h e  e x i s t i n g  derivazione -• a n d  t r y  t o  
i n s t i t u t e  i t s  own. P o l i t i c s  i s  a  s t r u g g l e  w h e r e  t h e  v a r i o u s  
l o g i c a l  r e a s o n s  (derivazioni) a r e  p u b l i c l y  e x a l t e d ,  w h i l e  
t h e s e  r a t i o n a l i z a t i o n s  a r e  u s e d  o n l y  t o  e s t a b l i s h  s e l f i s h  
r u l e s .  The i n h e r e n t  i n e q u a l i t i e s  among t h e  members o f  t h e  
s o c i e t y  a r e  c o n s t a n t l y  e x p l o i t e d  by c e r t a i n  g r o u p s  o p p o s i n g  
t h e  p r e s e n t  r u l i n g  g r o u p .  The p r e s e n t  r u l i n g  c l a s s ,  
h o w e v e r ,  i s  f u l l y  c o g n i z a n t  o f  t h i s  d i a l e c t i c .  To p r e v e n t
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a t a k e o v e r ,  t h e  r u l i n g  c l a s s  w o u ld  a p p l y  t h e  law s  o f  
" s o c i o l o g y "  (w h ic h  i n c l u d e s  p o l i t i c a l  s c i e n c e )  t o  
e n t r e n c h  i t s  r u l e .  A c c o r d i n g  t o  P a r e t o ,  s o c i o l o g y  h a s  
a c q u i r e d  a  m a t h e m a t i c a l  c h a r a c t e r  t h a t  now e n a b l e s  i t s  u s e r  
t o  make t h e  r i g h t  i n f e r e n c e s .  I n  h i s  own w o r d s ,  s o c i o l o g y  
i s  now e n r i c h e d  by t h e  i n c l u s i o n  o f  t h e  " G a l i l e a n  m e t h o d , "  
a n d  he  c r e d i t s  h i m s e l f  f o r  t h i s  a c h i e v e m e n t .

P a r e t o ' s  t h o u g h t s  w e re  s e i z e d  a t  o n c e  by t h e  
p o l i t i c a l  s c i e n t i s t  M osca ,  t h e  p h i l o s o p h e r  M asc i  a n d  t h e  
e c o n o m i s t  R i c c a - S a l e r n o . I n  h i s  b o o k  Elements di scienza politico., 
Mosca was e x p o u n d i n g  a s  e a r l y  a s  1896 t h e  v i e w  t h a t  s o c i e t i e s  
a r e  a l w a y s  r u l e d  by m i n o r i t i e s .  The t a l k  o f  " m a j o r i t y  r u l e "  
i s  a  j o k e .  M i n o r i t y  r u l e  i s  t h e  norm an d  on e  t y p e  o f  
m i n o r i t y  c o n s t a n t l y  o v e r t h r o w s  a n o t h e r  t y p e  o f  m i n o r i t y .
T h i s  s t ru g g le  f o r  p o w er  i s  n o t  b a s e d  on  a  h i s t o r i c a l  
d y n a m ic  a l a  Marx:  t h e  m i n o r i t i e s  i n v o l v e d  i n  t h e  s t r u g g l e
may be m i l i t a r y ,  c l e r i c a l ,  h e r e d i t a r y ,  o r  b a s e d  on 
" a r i s t o c r a c y  o f  w e a l t h  o r  m e r i t . "

The m a in  th e m e  i n  Mosca a n d  P a r e t o ,  i n  s h o r t ,  
i s  t h a t  men a d e p t  a t  c h i c a n e r y  a n d  c u n n i n g  o v e r t h r o w  t h o s e  
who a r e  n o t  c r a f t y  e n o u g h  t o  k e e p  t h e i r  p o s i t i o n .  E v e n t u a l l y ,
t h e  new g r o u p  i n  t u r n  i s  o v e r t h r o w n  by  men u s i n g  c h i c a n e r y

28an d  c u n n i n g .  T h e r e f o r e ,  i f  t h e  r u l i n g  c l a s s  w a n t s  t o  
r u l e  i n d e f i n i t e l y ,  i t  m u s t  s e a r c h  " s o c i o l o g y "  t o  d i s c o v e r

28 E. W h i t t a k e r ,  S c h o o l s  a n d  S t r e a m s  o f  Economic  T h o u g h t , 
C h i c a g o :  Rand M cN al ly  & C o . , I 9 6 0 ,  p"I 305 .



49

p r o p e r  d e c i s i o n  r u l e s .  S o c i o l o g y  a s  u n d e r s t o o d  by  t h e s e  
a u t h o r s ,  a p p r o a c h e s  t h e  German c o n c e p t  o f  Staatswirthsohaft, 
w h ere  t h e  e c o n o m i c ,  s o c i a l ,  p o l i t i c a l ,  l e g a l  a n d  e t h i c a l  
a s p e c t s  o f  t h e  p u b l i c  economy a r e  g i v e n  e q u a l  a t t e n t i o n  
an d  w h e re  t h e  v a l u a t i o n  o f  p u b l i c  g o o d s  i s  d o n e  by t h e  
r u l i n g  c l a s s ,  n o t  n e c e s s a r i l y  u n d e r  t h e  p r i n c i p l e  o f  
e co n o m ic  e f f i c i e n c y ,  b u t  u n d e r  a n y  p r i n c i p l e s  deemed 
i m p o r t a n t  by t h e  S t a t e ,  a l t h o u g h  a c h i e v i n g  e c o n o m ic  e f f i c i e n c y  
a t  t h e  same t i m e  i s  s t i l l  d e s i r a b l e .

I n  s p i t e  o f  c r i t i c i s m  ■ f ro m  s u c h  e m i n e n t
f i g u r e s  o f  t h e  I t a l i a n  a c a d e m e ,  t h e  d o c t r i n e  d e v e l o p e d  
by P a n t a l e o n i ,  de  V i t i  an d  M a z z o la  s u r v i v e d  i t  w i t h o u t  
r e a l  d am ag e .  T h e i r  t h e o r y  was n o t  d i r e c t l y  i n c o m p a t i b l e  
w i t h  M o s c a ' s  a n d  P a r e t o ' s  v i e w  o f  t h e  h i s t o r i c a l  d e v e l o p m e n t  
o f  t h e  r u l i n g  c l a s s .  T h a t  t h e  r u l i n g  c l a s s  came t o  p ow er  
by c o n n i v i n g ,  w h i l e  s i g n i f i c a n t  f o r  p o l i t i c a l  s o c i o l o g y ,  
i s  n o t  s o  r e l e v a n t  i n  e c o n o m ic  a n a l y s i s .  The 

p o i n t  i s  t h a t ,  o n c e  i n  p o w e r ,  t h e  r u l i n g  c l a s s  w i l l  w an t  
t o  e x t e n d  i t s  t e n u r e  i n d e f i n i t e l y ;  a n d  t o  do s o ,  i t  w i l l  
c o n s t a n t l y  c o m p a re  t h e  u t i l i t y  a n d  t h e  c o s t  o f  i t s  a c t i o n s .
The b e l i e f  t h a t  t h e  S t a t e  o f f e r s  p r o d u c t i v e  s e r v i c e s  d o e s  
n o t  n e c e s s a r i l y  mean t h a t  a l l  p u b l i c  s p e n d i n g  i s  p r o d u c t i v e .  
Our t h r e e  men u n d e r s t o o d  t h a t  u n p r o d u c t i v e  u s e s  o f  p u b l i c  
g o o d s  w e re  q u i t e  common. They  f u r t h e r  u n d e r s t o o d ,  h o w e v e r ,  
t h a t  t h i s  u n p r o d u c t i v i t y  was d u e  t o  t h e  i n c l u s i o n  o f  
p o l i t i c a l ,  o r  i n  P a r e t o ' s  l a n g u a g e ,  s o c i o l o g i c a l  c o n s i d e ­
r a t i o n s  i n  t h e  p u b l i c  econom y.  The I t a l i a n  f i s c a l  t h e o r y  
was f i r m l y  b a s e d  on t h e  p r e m i s e  t h a t  u n l e s s  a  p r o p e r  
e c o n o m ic  d e c i s i o n  r u l e  i s  a d o p t e d  by t h e  r u l i n g  c l a s s ,  t h e  
v a r i o u s  p o l i t i c a l  g r o u p s  w o u ld  p r e s s  t h e  S t a t e  " . . . t o  
c a r r y  o u t  c l a s s  p o l i c i e s  w h ic h  a r e  a n t i - e c o n o m i c  f rom  t h e
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29s t a n d p o i n t  o f  t h e  c o m m u n i t y . ” The c l a s s e s  w h ic h  a r e

p o l i t i c a l l y  i n f e r i o r  o r  weak w ou ld  pay  f o r  p u b l i c  s e r v i c e s
w h ic h  t h e y  w o u ld  n o t  demand o f  t h e i r  own a c c o r d .  The
u n p r o d u c t i v e n e s s  o f  p u b l i c  e x p e n d i t u r e s  w ou ld  t h e r e f o r e
p r o d u c e  c r i s e s  o f . e c o n o m ic  e x h a u s t i o n  a n d  p o l i t i c a l  r e a c t i o n ,

30w h ic h  i n  t h e  l o n g  r u n  w ould  r e - e s t a b l i s h  e q u i l i b r i u m .
I n  o t h e r  w o r d s ,  r e l i a n c e  on s h o r t  t e r m  s o c i o - p o l i t i c a l  
f a c t o r s  w o u ld  a c t u a l l y  h a s t e n  t h e  f a l l  o f  t h e  g o v e r n i n g  c l a s s  
b e c a u s e  e c o n o m ic  d i s c o n t e n t  w o u ld  r em ove  p o l i t i c a l  s u p p o r t .

H a v in g  s u r v i v e d  t h i s  c h a l l e n g e ,  t h e  I t a l i a n  
t r a d i t i o n  h a d  y e t  t o  s u r v i v e  o n e  more c r i t i c i s m .  Even 
when i t  was assumed- t h a t  t h e  r u l i n g  c l a s s  w o u ld  a d o p t  
e c o n o m ic  d e c i s i o n  m a k in g  i n  d e a l i n g  w i t h  f i s c a l  phenom ena ,  
t h e  i s s u e  o f  c o m p u l s i o n  s t i l l  n e e d e d  c l a r i f i c a t i o n .
P a n t a l e o n i  d i d  n o t  r e c o g n i z e  c o m p u l s i o n  i n  h i s  model  
w h e r e i n  t h e  i n d i v i d u a l  c i t i z e n  w ou ld  go a l o n g  w i t h  t h e  
m a j o r i t y  e v e n  t h o u g h  h i s  p r e f e r e n c e s  w e re  n o t  e x a c t l y  i n  l i n e  

w i t h  t h e  m a j o r i t y ' s  p r e f e r e n c e s .  I n  o t h e r  w o r d s ,  he  w ou ld  
c h a n g e  h i s  mind  an d  c o n f o rm  w i t h  t h e  m a j o r i t y  d e c i s i o n .  De 
V i t i ,  h o w e v e r ,  r e c o g n i z e d  t h e  p r e s e n c e  o f  c o e r c i o n ,  w h ic h  
he  e u p h e m i s t i c a l l y  c a l l e d  i t  " . . .  a  c e r t a i n  d e g r e e  o f  
c o m p u l s i o n . "  B e c a u s e  t h e  g o v e r n i n g  body  w ou ld  t r y  
t o  accom m oda te  t h e  w a n t s  o f  t h e  c i t i z e n r y ,  f i r s t  by e l i c i t i n g  
e v e r y . o n e ' s  p r e f e r e n c e s  and  l a t e r  by c o n c e n t r a t i n g  on t h e  
" a v e r a g e "  v o t e r  p r e f e r e n c e ,  some c i t i z e n s  w o u ld  be 
c o m p e l l e d  t o  go a l o n g  w i t h  t h e  m a j o r i t y  d e c i s i o n s .  But  
t h e  r e a c t i o n s  o f  t h e s e  p e o p l e  c o u l d  n o t  be i g n o r e d .  I n  f a c t ,  
t h e  u l t i m a t e  s u c c e s s  o f  t h e  g o v e r n i n g  body  w o u ld  be m e a s u r e d

29 De V i t i ' s  P r i n c i p l e s . . .  c i t e d ,  p .  1 1 7 .

3 0 I b i d . , p .  117
(*)This i s su e  was t r e a t e d ,  not  any more e l a b o ra te ly  than de V i t i ,  55 years  
l a t e r  by H. R. Bowen, "The I n t e r p r e t a t i o n  of  Voting i n  the  A l loca t ion  of 

Economic Resources,"  Quar te r ly  Journal  of  Economics, Nov. 1943, pp. 27-48.
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i n  t e r m s  o f  how i t  m i n i m i z e d  t h i s  d i s s a t i s f a c t i o n .  D e s p i t e  
a l l  t h e  e f f o r t s  o f  t h e  r u l i n g  c l a s s ,  a  d e g r e e  o f  d i s s a t i s f a c t i o n  
i s  e x p e c t e d  t o  r e m a i n ;  h o w e v e r ,  t h e  e q u i l i b r i u m  i s  s t i l l  a 
" j u s t "  one  s i n c e  a l l  t h e  p a r t i c i p a n t s  o f  t h e  p o l i t i c a l  
p r o c e s s  knew i n  a d v a n c e  t h a t  i f  t h e y  d i d  n o t  c o n f o r m  w i t h  
t h e  m a j o r i t y ' s  d e c i s i o n  t h e y  w o u ld  be  c o m p e l l e d  t o  c o o p e r a t e .
I n  o t h e r  w o r d s ,  a c c o r d i n g  t o  de V i t i ,  " a  c e r t a i n  d e g r e e  
o f  c o m p u l s i o n "  w ould  n o t  v i o l a t e  t h e  p r i n c i p l e  o f  j u s t i c e .

One g r o u p  o f  I t a l i a n  e c o n o m i s t s ,  m a i n l y  B a r o n e  an d  
C o s c i a n i ,  a l t h o u g h  s h a r i n g  de  V i t i ' s  v i e w s ,  b e l i e v e d  
t h a t  de V i t i  u n d e r s t a t e d  t h e  r o l e  o f  c o e r c i o n .  R e g a r d ­
l e s s  o f  w h a t  t h e  " m a s t e r "  c a l l e d  i t ,  c o e r c i o n  was a  p a r t  
o f  t h e  de  V i t i a n  p a r a d i g m .  D e s p i t e  o f  t h i s ,  h o w e v e r ,  de  V i t i ' s  
s t r u c t u r e  was s t i l l  v a l i d .  A c c o r d i n g  t o  B a r o n e  a n d  C o s c i a n i ,  
p e o p l e - o b v i o u s l y  do n o t  f r e e l y  an d  v o l u n t a r i l y  c o n t r i b u t e  t o  
t h e  f i n a n c i n g  o f  p u b l i c  g o o d s .  I f  t h e y  r e a l l y  d i d ,  t h e r e  
w o u ld  be  no n e e d  f o r  t h e  S t a t e .  G iv e n  t h a t  u n a n i m i t y  w i l l  
n o t  u s u a l l y  be  t h e  c a s e ,  c o e r c i o n  i s  u n a v o i d a b l e ,  an d  t h e  
S t a t e  w i l l  a d m i n i s t e r  i t  when n e c e s s a r y .  The c i t i z e n s  a r e  
f u l l y  a w a re  o f  t h i s .  A c c o r d i n g  t o  B a r o n e ,  t h e  p r e f i x i n g  o f  
t h e  d i s t r i b u t i o n  o f  t h e  t a x  b u r d e n  by t h e  p u b l i c ,  w h i c h  i s  
i m p l i c i t  i n  t h e  work  o f  de  V i t i ,  i s  e s s e n t i a l l y  e q u i v a l e n t  
t o  c h o o s i n g  a  s o c i a l  w e l f a r e  f u n c t i o n :  o n c e  t h i s  i s  c h o s e n
an d  a c t i o n  i s  t a k e n  i n  a c c o r d a n c e  w i t h  i t ,  no p r e t e n s e  o f

31v o l u n t a r y  c h o i c e  n e e d s  t o  be  m a i n t a i n e d .  B a r o n e  p r o p o s e s  
t h a t  de  V i t i ' s  s t r u c t u r e  be v i e w e d  a s  a  " n o r m a t i v e "  m o d e l ,  
t r u l y  i n  l i n e  w i t h  m o d ern  w e l f a r e  e c o n o m i c s ,  w h ic h  h a d  

s t a r t e d  t o  t a k e  s h a p e  i n  t h e  l a t e  1 9 3 0 ' s .

32S i m i l a r l y  C o s c i a n i  s t a t e s  t h a t :

" . . . t h e  study o f  f inance c o n s i s t s  i n  the  examination of

31 *B u c h a n a n ' s  e s s a y  c i t e d ,  p .  68
~^I b i d . , p . 68
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the  reasons  f o r  and the  e f f e c t s  o f  the  s u b s t i t u t i o n  of  
coercive  choices  f o r  in d iv id u a l  schoices .  Two s e t s  of  
ind iv idua l  behavior  a re  involved: f i r s t ,  t h a t  o f  the  r u l i n g  
c l a s s  i n  making the  d ec i s io n s ,  and secondly, t h a t  o f  the  
taxpaying group i n  responding to  the  a l t e r n a t i v e s  pu t  before  
them. Anglo-Saxon f i s c a l  theory  has ,  of  course ,  almost 
e x c lus ive ly  been concentra ted  on the  second o f  th ese  two 
s e t s  o f  behavior .  In  a  very  r e a l  sense, t h e r e fo r e ,  our 
t h e o r e t i c a l  s t r u c t u r e  i s  more i n  keeping with  the  r u l i n g  
c l a s s  t r a d i t i o n  than with  the  v o lu r t a r y  t r a d i t i o n .  The m er it  
o f  the  r u l i n g  c l a s s  conception appears to  be i t s  usefu lness  
i n  fo rc ing  the  separa te  con s id e ra t io n  of  these  two 
aspec ts  o f  f i s c a l  a c t i o n . "

A g a i n ,  g i v i n g  de  V i t i ' s  t h e o r y  a n o r m a t i v e  n a t u r e ,  
C o s c i a n i  c o n c l u d e s  t h a t  c o e r c i o n  m u s t  be  i n t r o d u c e d .  The 
i n d i v i d u a l  w i l l  be  e x p e c t e d  t o  com ply  w i t h  t h e  m a n d a t e  t h a t  
t h e  m a j o r i t y  b e s t o w e d  u p o n  t h e  r u l i n g  c l a s s  i n  p r o m o t i n g  
g e n e r a l  w e l f a r e .

The second group o f  economists t r i e d  t o  show ways t o  minimize 
even f u r t h e r  the  coercion  which was obviously p resen t  i n  de V i t i .  Puviani,  
and l a t e r  P a s ia n i ,  allowed t h e  r u l i n g  c l a s s  t o  h a v e  r e c o u r s e  t o  

c e r t a i n  m e a s u r e s  t h a t  c r e a t e  a  " f i s c a l  i l l u s i o n "  t o  
m o d i f y  t h e  p e r c e p t i o n s  o f  a n y  g i v e n  g r o u p  o f  c i t i z e n s  i n  l i n e  with 
the  m a j o r i t y ' s  wishes r a t h e r  than r e s o r t i n g  to  coerc ion .  Writing i n  1897 i n  

Teovia della illusione nelle entvate pubbliahe,

P u v i a n i  s t r e s s e s  t h a t  t h e  r u l i n g  c l a s s  m i g h t  c r e a t e  
i l l u s i o n s  t o  l e a d  v a r i o u s  c a t e g o r i e s  o f  c i t i z e n s  t o  t h i n k  
t h a t  e i t h e r  t h e  t a x  b u r d e n  a r e  l i g h t e r  o r  t h e  b e n e f i t s  
e x p e c t e d  f ro m  t h e  p r o p o s e d  p u b l i c  g o o d s  a r e  g r e a t e r  t h a n
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w h a t  t h e y  a c t u a l l y  a r e .  F a s i a n i ,  t r u e  t o  h i s  d e  V i t i a n
r o o t s ,  s t u d i e s  f i s c a l  i l l u s i o n s  i n  two l i m i t i n g  c a s e s ,
t h e  m o n o p o l i s t i c  a n d  t h e  c o o p e r a t i v e  p o l i t i c a l  f r a m e w o r k s  ,
a n d  d e r i v e s  c e r t a i n  p r e s c r i p t i o n s  f o r  t h e  a d m i n i s t r a t o r .
The i m p o r t a n t  c o n t r i b u t i o n  o f  t h i s  l i n e  o f  t h o u g h t  i s  t h a t
a l t h o u g h  t h e  r u l i n g  c l a s s  i n f l u e n c e s  v o t e r  b e h a v i o r  v i a
f i s c a l  i l l u s i o n s ,  t h e  v o t e r ,  who i s  s t i l l  a  homo oeconomious,

n e v e r  b e h a v e s  i r r a t i o n a l l y .  The i n d i v i d u a l  who b e h a v e s
i n  t h e  p r e s e n c e  o f  a n  i l l u s i o n  w i l l  a c t  c o n s i s t e n t l y ;
g i v e n  t h e  same c h o i c e  s i t u a t i o n  on two s e p a r a t e  o c c a s i o n s
he  w i l l  t e n d  t o  make t h e  same d e c i s i o n ,  p r o v i d e d  t h a t
" l e a r n i n g  f ro m  e x p e r i e n c e "  d o e s  n o t  d i s p e l  t h e  i l l u s i o n
an d  p r o v i d e d  t h a t  h i s  u t i l i t y  f u n c t i o n  d o e s  n o t  s h i f t

33i n  t h e  i n t e r i m .  C o n s e q u e n t l y ,  t h e  r u l i n g  c l a s s  c a n  
make p r e d i c t i o n s  a b o u t  t h e  e f f e c t s  o f  t h e  v a r i o u s  t o o l s  a t  
i t s  d i s p o s a l  t o  c r e a t e  i l l u s i o n  among t h e  v o t e r s ,  a n d  
u s e  them  e f f e c t i v e l y  i n  l i e u  o f  c o e r c i v e  m e a s u r e s .

M a z z o l a ' s  v i e w  on c o e r c i o n  h a s  n o t  b e e n  m e n t i o n e d  
i n  t h i s  c h a p t e r .  H i s  p o s i t i o n  i s  u n i q u e  i n  t h e  I t a l i a n  
l i t e r a t u r e  i n  t h a t  he  f l a t l y  r e j e c t s  t h e  n o t i o n  o f  
c o e r c i o n .  He c l a i m s  t h a t  c o e r c i o n  w ou ld
be t o t a l l y  u n n e c e s s a r y  i n  h i s  m o d e l^ w h ic h  a c h i e v e s  b o t h  
e c o n o m ic  e f f i c i e n c y  a n d  j u s t i c e .  N e v e r t h e l e s s ,  M a z z o la  
was c r i t i c i z e d  by W i c k s e l l  a s  b e i n g  t o o  c o m p l a c e n t  
a b o u t  t h i s  ... T h e s e  d i s c u s s i o n s  w i l l  be  p r e s e n t e d
i n  t h e  f o l l o w i n g  c h a p t e r , w h ic h  c o n c e n t r a t e s  on  M a z z o l a ' s  
c o n t r i b u t i o n s  t o  t h e  I t a l i a n  f i s c a l  d o c t r i n e .  As f o r

See B u c h a n a n ' s  P u b l i c  F i n a n c e  i n  D e m o c r a t i c  P r o c e s s ,  
C h a p e l l  H i l l ,  N o r t h  C a r o l i n a :  The U n i v e r s i t y  o f  N o r t h  
C a r o l i n a  P r e s s ,  1 9 6 7 ,  p p .  1 2 6 - 1 4 3 .

33Ibid., p. 127.
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t h e  f i s c a l  i l l u s i o n ,  t h e  m a n i p u l a t i o n  o f  t h e  e l e c t o r a t e  
t h r o u g h  a n y  k i n d  o f  i l l u s i o n ,  b u t  e s p e c i a l l y  f i s c a l ,  i s  
o p e n  t o  c h a l l e n g e ,  b o t h  on e t h i c a l  g r o u n d s ,  a n d  on  p u r e l y  
e c o n o m ic  g r o u n d s  s u c h  a s  t h o s e  o f  t h e  m o d ern  t h e o r y  o f  
" r a t i o n a l  e x p e c t a t i o n s . "  H o w ev e r ,  m i s l e a d i n g  t h e  v o t e r  
i s  n o t  e x a c t l y  a n  I t a l i a n  s p e c i a l t y .  P o l i t i c i a n s  l o y a l  
t o  M a r s h a l l i a n - P i g o v i a n  c o n c e p t s  o f  p u b l i c  f i n a n c e  t o o  
h a r p  on  t h e  " i n t e n d e d "  b e n e f i t s  o f  p u b l i c  e x p e n d i t u r e  
p r o j e c t s ,  i n  t h e  h o p e  o f  a l t e r i n g  t h e  p e r c e p t i o n s  o f  t h e  
a v e r a g e  v o t e r .  The I t a l i a n  e f f o r t s  a r e  m ore  h o n o r a b l e  i n  
t h i s  r e g a r d  i n  t h a t  t h e  f a c u l t y  o f  f i s c a l  i l l u s i o n  i s  
e n t r u s t e d  t o  a  m a n a g in g  c l a s s  w h ic h  i s  a s s u m e d  t o  a c t  i n  
o b j e c t i v e  good  f a i t h  a s  a  t r u e  paterfamilias.



CHAPTER 3

UGO MAZZOLA AND THE INDEPENDENT
"SCIENCE" OF PUBLIC FINANCE

1W ith  h i s  S c i e n t i f i c  E l e m e n t s  o f  P u b l i c  F i n a n c e  , 
M a zz o la  d e c l a r e s  t h e  i n d e p e n d e n c e  o f  t h e  " s c i e n c e "  o f  
P u b l i c  F i n a n c e  i n  I t a l y  i n  1 8 9 0 .  P a r e n t h e t i c a l l y ,  i n  
M a z z o l a ' s  u s a g e ,  a s  w e l l  a s  i n  t h e  I t a l i a n  a c a d e m i c  
p a r l a n c e ,  scienza d o e s  n o t  n e c e s s a r i l y  mean " p o s i t i v e "  
s c i e n c e .  A l t h o u g h  P u b l i c  F i n a n c e  i s  o c c a s i o n a l l y  r e f e r r e d  
t o  a s  scienza positiva i n  I t a l y ,  t h e  e m p h a s i s  i s  n o t  on em­
p i r i c a l  w o r k ,  b u t  on i m p a r t i a l i t y  an d  d e d u c t i v e  r e a s o n i n g .
By scienza I t a l i a n  g e n e r a l l y  d e n o t e  a  s y s t e m a t i c  body 
o f  k n o w le d g e  b u i l t  u p o n  s o u n d  h y p o t h e s e s  and  l o g i c a l  
i n f e r e n c e s  w h e r e ,  a s  o p p o s e d  t o  arte, t h e  o b s e r v e r  
d o e s  n o t  a p p l y  h i s  own v a l u e s .  I n  t h i s  c o n t e x t ,  l aw  t o o  
i s  c o n s i d e r e d  a  s c i e n c e ,  a l b e i t  o f  a  p a r t i c u l a r l y  
n o r m a t i v e  n a t u r e .  U n d e r  t h i s  weak c o n c e p t  o f  s c i e n c e ,  n e v e r ­

t h e l e s s ,  a c c o r d i n g  t o  P a n t a l e o n i ,  de V i t i  de  Marco and  
M a z z o l a ,  P o l i t i c a l  Economy o f  t h e  1 8 8 0 ' s  was s t i l l  an  a r t .  
A c t u a l l y ,  t h i s  v i e w  was s h a r e d  by m o s t  A n g l o - S a x o n  e c o n o m i s t s  
o f  t h e  same p e r i o d , w h o  d i d  n o t  y e t  g r a s p  t h e  c o n t r i b u t i o n

U. M a z z o l a ,  I dati scientifici della finanza pubblica, 
Roma: Ermanno L o e s c h e r  & C i a . ,  1890 .
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o f  J e v o n s ,  t h e i r  c o m p a t r i o t .  W i th  J e v o n s  P o l i t i c a l
Economy g a i n e d  a s c i e n t i f i c  c h a r a c t e r  i n  t h e  I t a l i a n

2
s e n s e  i n  t h a t  J e v o n s  t r e a t e d :

" . . . [ P o l i t i c a l ]  Economy as  a Calculus o f  
P leasure  and P a in . . .T h e  Theory o f  [ P o l i t i c a l ]
Economy thus p resen ts  a  c lo se  analogy to  the  science 
of  S t a t i c a l  Mechanics, and the  Laws o f  Exchange 
a re  found to  resemble the  Laws o f  Equil ibrium 
of  a  l e v e r . . .The na tu re  o f  Wealth and Value i s  
explained by th e  cons ide ra t ion  o f  [marginal] p leasu re  
and pa in ,  j u s t  as  the  theory  o f  S t a t i c s  i s  made 
to  r e s t  upon th e  e q u a l i t y  o f  i n d e f i n i t e l y  
small amounts of  energy."

Despi te Jevon 's  1871 work, the  ty p i c a l  English economist 
of  th e  1880 's ,  who was s t i l l  imbued with  t h e  B r i t i s h  c l a s s i c a l  
t h e o r y  o f  v a l u e  w h ic h  was b a s e d  on c o s t  r a t h e r  t h a n  u t i l i t y ,  
d i d  n o t  v i e w  P o l i t i c a l  Economy a s  a  s c i e n c e .  I n ‘f a c t ,  e v e n  
S i d g w i c k ,  a  s t a u n c h  u t i l i t a r i a n  who g r a s p e d  J e v o n s ' s 
c o n t r i b u t i o n ,  b e l i e v e d  t h a t  P o l i t i c a l  Economy was s t i l l  
a n  a r t ,  e s p e c i a l l y  when a p p l i e d  t o  p u b l i c  econom y.  The 
" p e r s o n a l "  c a l c u l u s  o f  u t i l i t y  w ou ld  make p r i v a t e  economy 
d e c i s i o n s  d e t e r m i n a t e ,  b u t  when t h e  S t a t e  e n t e r e d  t h e  e c o n o m ic  
f i e l d ,  t h e  p o l i c y - m a k i n g  a s p e c t  o f  P o l i t i c a l  Economy b a s e d  on  
i d e a l  v a l u e s  w o u ld  t a k e  o v e r .  T h i s  v i e w  was t o t a l l y  a b s o r b e d  
by P i g o u ,  who, f o l l o w i n g  J e v o n s  an d  S i d g w i c k ,  i n t e g r a t e d  
t h e  c l a s s i c a l  t r a d i t i o n  w i t h  u t i l i t a r i a n  p s y c h o l o g y .  I n  t h e  
h a n d s  o f  S i d g w i c k ,  a n d  l a t e r  o f  P i g o u ,  t h e  " a r t "  o r  p o l i c y -  
o r i e n t e d  a s p e c t  o f  P o l i t i c a l  Economy became e v e n

2
E. W h i t t a k e r ,  S c h o o l s  an d  S t r e a m s  o f  Economic  T h o u g h t , 

C h i c a g o :  Rand Me N a l l y  an d  C o . ,  i 9 6 0 ,  p~. 266 , q u o t i n g  
f rom  J e v o n s ' s T h e o ry  o f  P o l i t i c a l  Economy, L o n d o n ,  1 8 7 1 .
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more p r o n o u n c e d  t o  s u c h  a n  e x t e n t  t h a t  P u b l i c  F i n a n c e  was 
r e g a r d e d  a s  l i t t l e  m ore  t h a n  u t i l i t a r i a n  e t h i c s  a p p l i e d  
t o  c e r t a i n  e c o n o m ic  p ro b le m s ." ^

As was m e n t i o n e d  i n  C h a p t e r  1 ,  t h e  I t a l i a n s  w e re  
more a t  home w i t h  t h e  n o t i o n  o f  u t i l i t y  h a n d e d  down t o  
them  by A q u i n a s ,  an d  p e r p e t u a t e d  by D a v a n z a t i ,  G a l i a n i ,  
and  f i n a l l y  F e r r a r a .  The c o n c e p t  t h a t  t h e  v a l u e  o f  
c o m m o d i t i e s  was d e r i v e d  f ro m  t h e i r  u t i l i t y ,  an d  n o t  
f ro m  s c a r c i t y  o r  c o s t  o f  p r o d u c t i o n ,  was e s t a b l i s h e d  i n  I t a l y  
much before  the  the  decade o f  u t i l i t y  t h a t  held sway i n  Europe i n  the  
1880s. Never theless ,  P o l i t i c a l  Economy d i d  n o t  q u a l i f y  a s  a 
s c i e n c e  i n  I t a l y ,  i n  s p i t e  o f  t h e  t h e o r y  o f  i n d i v i d u a l  
v a l u a t i o n  t h a t  was i n t r o d u c e d  i n  I t a l y  by d o m e s t i c  
a u t h o r s  an d  l a t e r  f o r m a l i z e d  by J e v o n s .  To P a n t a l e o n i ,  
M a z zo la  a n d  d e  V i t i ,  t o  p u t  P u b l i c  F i n a n c e  u n d e r  t h e  
a u s p i c e s  o f  P o l i t i c a l  Economy w o u ld  b e  a d i s s e r v i c e :  t h i s
w o u ld  r e d u c e  i t  t o  F i n a n c i a l  P o l i c y ,  im bued  w i t h  v a l u e  
j u d g m e n t s ,  j u s t  l i k e  P o l i t i c a l  Economy.

I n  a n y  c a s e ,  s c i e n c e  o r  n o t ,  P o l i t i c a l  Economy 
was n o t  a n  a p p r o p r i a t e  t o o l  f o r  a n a l y z i n g  f i s c a l  
p h en o m en a .  As was s e e n  a b o v e ,  t h e  I t a l i a n s  w e re  aw a re  
o f  t h e  W a l r a s i a n  (1 8 7 4 )  an d  l a t e r  P a r e t i a n  (1 8 9 6 )  
c o n s t r u c t i o n s  w h ic h  d re w  P o l i t i c a l  Economy c l o s e r  t o

3
W h i t t a k e r ' s  b o o k  c i t e d ,  p .  3 1 1 .
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b e i n g  a  " s c i e n c e "  i n  t h e  I t a l i a n  s e n s e .  H ow ever ,  P a r e t o  
h i m s e l f  was c l e a r l y  s t a t i n g  t h a t  h i s  s t r u c t u r e  w ould  
h o l d  o n l y  i n  t h e  p r i v a t e  m a r k e t .  I n  t h e  p u b l i c  g o o d s  
m a r k e t ,  a n  e x o g e n o u s  s o c i a l  u t i l i t y  f u n c t i o n  w ou ld  be  
c a l l e d  f o r .  T h i s  f u n c t i o n  w o u ld  be d e t e r m i n e d  by t h e  
S t a t e  a f t e r  a s e r i e s  o f  e c o n o m i c ,  s o c i a l  an d  p o l i t i c a l  
c o n s i d e r a t i o n s .  The I t a l i a n s  d id  n o t  h a v e  an y  o b j e c t i o n s  
t o  t h e  u t i l i t a r i a n  c a l c u l u s  a s  l o n g  a s  i t  p e r t a i n e d  
t o  p r i v a t e  g o o d s :  P o l i t i c a l  Economy u s e d  a n  a p p r o p r i a t e
m e th o d  i n  t h i s  r e g a r d .  But  t o  t r a n s p o s e  t h e  e c o n o m ic  method­
ology, i n  the  manner o f  the  P o l i t i c a l  Economy o f  the  day, to  S ta te  
f i s c a l  a c t i v i t y  w o u ld  be  t o t a l l y  i n c o r r e c t .  T h e r e  i s  a 
b a s i c  d i f f e r e n c e  b e t w e e n  p r i v a t e  w a n t s  a n d  s o c i a l  w a n t s .
T h i s  d i c h o t o m y  was a l r e a d y  h i n t e d  a t  by P a n t a l e o n i ,  a n d  
t r e a t e d  somew hat  by de  V i t i .  I t  was M a z z o l a ,  h o w e v e r ,  
who e l a b o r a t e d  on t h i s .

What P a n t a l e o n i  h a d  d o n e  was t o  a p p l y  t h e  
W a l r a s i a n  s y s t e m  t o  t h e  f o u n d a t i o n  o f  t h e  t h e o r y  o f  P u b l i c  
F i n a n c e , h o l d i n g  t h a t  a c o n s c i o u s  v a l u a t i o n  o f  t h e  b e n e f i t s  
o f  p u b l i c  e x p e n d i t u r e s  c o u l d  be  a c h i e v e d  by t h e  homo oeconomicus 
who was m o t i v a t e d  n o t  by i n d i v i d u a l ,  b u t  by t r i b a l  e g o i s m .  
M a z z o l a ' s  c o n t r i b u t i o n  was more  d i r e c t .  The a im s  
o f  t h e  i n d i v i d u a l  a r e  o f  p r i m a r y  i n t e r e s t  t o  h im .  To a t t a i n  
t h e s e ,  h o w e v e r ,  : t h e  i n d i v i d u a l  a c c o m p l i s h e s  o t h e r  ( s o c i a l )  
a i m s ,  w h i c h . r e p r e s e n t  t h e  necessary condition f o r  t h e  
a c c o m p l i s h m e n t  o f  t h e  . p r i m e  a i m s .  B u t  s o c i a l  a im s  c a n n o t  be
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o b t a i n e d  o t h e r w i s e  t h a n  by collective cooperation: ̂

"Man does n o t  s e t  as  h i s  u l t im a te  o r  d i r e c t  aim such th ings  
as n a t io n a l  defense  o r  general  s e c u r i t y .  He wants t o  
accomplish h i s  m a te r ia l  aims o f  l i f e ,  o r  h i s  s p i r i t u a l  aims 
i n  the  f i e l d  o f  moral o r  i n t e l l e c t u a l  improvement. He 
cannot a r r i v e  a t  these  ends, however, un le ss  he i s  ab le  
to  l i v e  i n  such a way t h a t  he f e e l s  secure a g a in s t  h i s  
f o re ig n  and i n t e r n a l  enemies and i s  prepared to  cooperate  
with  o the r  men f o r  the  achievement o f  aims denied to  
men who l i v e  i n  a s t a t e  o f  i s o l a t i o n .  Therefore  the  
'p u b l i c '  aims a re  d i s t in g u ish e d  as  being ' c o n d i t i o n a l '  
t o  the  a t ta inment  o f  the u l t im a te  aims o f  man and as  being 
a t t a i n a b l e  only  through p o l i t i c a l  cooperat ion .  The vo lun ta ry  
a s s o c i a t i o n  o f  p r iv a te  in d iv id u a ls  would no t  serve the  
purpose; what i s  needed i s  r a t h e r  a  p o l i t i c a l  co o pera t ion .  . . "

One o f  t h e  two g o a l s  t h a t  M a z z o la  w a n t e d  t o
a c h i e v e  was t o  p u t  i n  o r d e r  t h e  many v a g u e  n o t i o n s
p e c u l i a r  t o  P u b l i c  F i n a n c e :  t h e  n a t u r e  o f  s o c i a l  w a n t s ,
p u b l i c -  g o o d s , f r e e  r i d i n g ,  t h e  p r i c i n g  o f  p u b l i c  g o o d s ,  e t c .
H is  s e c o n d  g o a l  was m ore  a m b i t i o u s .  H a v in g  d e f i n e d  t h e  b a s i c
e l e m e n t s  o f  t h e  f i s c a l  p r o c e s s ,  an d  h a v i n g  shown t h a t
t h e  modus operandi o f  f i s c a l  e c o n o m i c s  was q u i t e  d i f f e r e n t
f ro m  t h a t  o f  P o l i t i c a l  Economy, M a z z o la  w a n t e d  t o  show t h a t
Public  Finance was an i n d e p e n d e n t  s o c i a l  s c i e n c e ,  w i t h  a  s u b j e c t
m a t t e r  - p u b l i c  e n d s ,  p u b l i c  n e e d s ,  an d  p u b l i c  g o o d s  -  q u i t e

5
d i s s i m i l a r  t o  t h a t  o f  g e n e r a l  e c o n o m i c s .  He s u c c e e d e d  
s p l e n d i d l y  o n - b o t h  f r o n t s .  As f o r  h i s  s e c o n d  g o a l ,  P u b l i c
F i n a n c e  i s  s t i l l  t a u g h t  i n  I t a l y  t o d a y  a s  a s e p a r a t e  b r a n c h

E i n a u d i ' s  I n t r o d u c t i o n  t o  de  V i t i  de  M a r c o ' s  P r i n c i p l e s . . . .  
c i t e d ,  p .  2 3  ̂ r e f e r r i n g  t o  M a z z o l a .

5Ibid., p. 23
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o f  s c h o l a r s h i p ,  w h e re  t h e  d i s c i p l i n e  has the  i l l u s t r i o u s  name 
of t h e  "'scienza' delle finanze," w h i l e  e c o n o m i c s  i s  s t i l l  
r e f e r r e d  t o  a s  "economia 'political '" The " s c i e n c e "  o f  
f i n a n c e  n o t  h a s  o n l y  a t t r a c t e d  many o f  t h e  b e t t e r  
s c h o l a r s ,  b u t  h a s  p r o b a b l y  b e e n  e v e n  more  w i d e l y  r e s p e c t e d  
i n  I t a l y  t h a n  g e n e r a l  e c o n o m ic  t h e o r y -  so  much so  t h a t  
t h e  b e s t  I t a l i a n  e c o n o m i s t s  h a v e  f e l t  t h e m s e l v e s  c o m p e l l e dg
t o  do some w ork  i n  t h e  f i e l d .  W i th  t h e  s i n g l e  e x c e p t i o n  
o f  P a r e t o ,  who was n o t  w i t h o u t  m a j o r  i n f l u e n c e  a l t h o u g h  
h e  was n o t  a d i r e c t  c o n t r i b u t o r ,  a l l  o f  t h e  o u t s t a n d i n g  
I t a l i a n  e c o n o m i s t s  h a v e  d e v o t e d  some t i m e  t o  f i n a n c e  
t h e o r y . ^

As f o r  t h e  f i r s t  goa l ,  a l though i t  d id  no t  f in d  f e r t i l e  
g r o u n d  i n  t h e  A n g l o - S a x o n  w o r l d ,  M a z z o l a ' s  I dati 
scientifici delle finanza pubblica, which i s  s t i l l  n o t  
t r a n s l a t e d  i n t o  E n g l i s h  in toto, c l a r i f i e d  many n e b u l o u s  
n o t i o n s  p e c u l i a r  t o  a  d e v e l o p i n g  s c i e n c e  t o  t h e  e x t e n t  o f  
i n f l u e n c i n g  many p r o m i n e n t  A u s t r i a n  a n d  S c a n d i n a v i a n  
e c o n o m i s t s .  W i c k s e l l ' s  a n d  L i n d a h l ' s  i m p o r t a n t  w orks  i n  
p u b l i c  g o o d s  t h e o r y  a r e  s a i d  t o  h a v e  d e p a r t e d  f ro m  M a z z o l a ' s  
p r e m i s e s  w i t h  t h e  i n t e n t i o n  o f  r e c o n c i l i n g  h i s  v i e w s  w i t h  
t h o s e  o f  Sax  a n d  W i e s e r ,  who w e re  i n  s e a r c h  o f  a n  
" e q u i t a b l e "  s o l u t i o n  i n  t h e  p r i c i n g  o f  p u b l i c  go o d s  3  T h i s  
i s s u e ,  w i l l  be  e l a b o r a t e d  l a t e r  i n  t h e  c h a p t e r .

^ B u c h a n a n ' s  e s s a y  m e n t i o n e d ,  p .  2 7 .

^ I b i d . ,  p p .  2 6 - 2 7 .
g

M u sg ra v e  makes  t h i s  p o i n t ,  e s p e c i a l l y  i n  R. A. M usgrave  
a n d  A .T .  P e a c o c k ,  C l a s s i c s  i n  t h e  T h e o r y  o f  P u b l i c  F i n a n c e . 
New Y o rk :  S t .  M a r t i n ' s  P r e s s ,  1 9 6 7 ,  p .  x i v .
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Tow ards  a " P u r e "  T h e o ry  o f  P u b l i c  F i n a n c e . As
m e n t i o n e d  i n  t h e  p r e c e e d i n g  c h a p t e r ,  t h e  I t a l i a n s  w e re
n o t  t h e  o n l y  o n e s  who s e p a r a t e d  P u b l i c  F i n a n c e  f rom
e c o n o m i c s .  The I t a l i a n  t r a d i t i o n  h a s  a l w a y s  b e e n  a p p r e c i a t e d
i n  G e r m a n - s p e a k i n g  a c a d e m i c  c i r c l e s ,  w h ic h  i n c l u d e s  t h e
A u s t r i a n  an d  S c a n d i n a v i a n  a c a d e m e ,  w h e re  t h e  c o n c e p t  o f
Staatswivthschaft was i n  e f f e c t .  H ow ever ,  w h e t h e r  t h e
I t a l i a n - G e r m a n  a p p r o a c h  o f  s e p a r a t i n g  P u b l i c  F i n a n c e  f rom

( * )e c o n o m ic s  i s  a n  a p p r o p r i a t e  one  i s  o p en  t o  c o n t r o v e r s y .

As f o r  t h e  I t a l i a n  a p p r o a c h ,  a c c o r d i n g  t o  B u c h a n a n ,  la

"scienza" delle finanze , d e s p i t e  t h e  s c i e n t i f i c ,  p o s i -
t i v i s t i c  an d  o b j e c t i v e  c o n n o t a t i o n s  t h a t  i t  c a r r i e s ,  i s  s t i l l
h o p e l e s s l y  r em o v ed  f ro m  a c t u a l  p o l i c y  i s s u e s ,  a n d  u n f o r -

9
t u n a t e l y  i t  s t i l l :

" . . . r e s e m b l e s  p h i l o s o p h y  more t h a n  i t  d o e s  M a r s h a l l i a n  
e c o n o m i c s .  The g o a l  o f  I t a l i a n  f i s c a l  t h e o r i s t s  h a s  
b e e n  t h a t  o f  p r o v i d i n g  g e n e r a l i z e d  o r  p h i l o s o p h i c a l  
e x p l a n a t i o n s  o f  t h e  f i s c a l  p r o c e s s .  R e s e a r c h  h a s  b e e n  
concerned w i t h  t h e  " n a t u r e  o f  t h i n g s "  r a t h e r  t h a n  w i t h  
f i n d i n g  o p e r a t i o n a l  p r o p o s i t i o n s  i n  t h e  m odern  
s c i e n t i f i c  s e n s e .  I t a l i a n  s c h o l a r s  h a v e  b e e n  i n t e r e s t e d ,  
by  a n d  l a r g e ,  i n  c o n s t r u c t i n g  c o m p l e t e ,  i n t e g r a t e d  
s y s t e m s  an d  t h e  c r i t e r i o n  f o r  s u c c e s s  h a s  b e e n  l o g i c a l  
c o n s i s t e n c y  r a t h e r  t h a n  u s e f u l n e s s  f o r  m a k in g  p r e d i c t i o n s ,  
a c t u a l  o r  c o n c e p t u a l . "

T h i s  o r i e n t a t i o n  i s  c e r t a i n l y  e v i d e n t  i n  M a z z o l a ' s  
b o o k .  I n  f a c t ,  i n  i t s  P r e f a c e  - w h i c h  I  have

( /V 1
See  p p .  22-26 o f  t h e  d i s s e r t a t i o n  a n d  E x h i b i t  2 f o r  a 

c o m p a r i s o n  b e t w e e n  t h e  German o r g a n i c  v i e w  an d  t h e  I t a l i a n  
b e n e f i t  v i e w .
9Buchanan's essay cited, pp. 37-38.
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t r a n s l a t e d  an d  p r e s e n t  i n  E x h i b i t  1 -  M a z z o la

w a n t s  t o  make s u r e  t h a t  t h i s  i s  c l e a r l y  u n d e r s t o o d .  I n
f u l l  a g r e e m e n t  w i t h  d e  V i t i ,  M a z z o la  b e l i e v e d  t h a t  t h e
s t r e n g t h  o f  h i s  t h e o r y  was i n  i t s  b e i n g  a b s t r a c t  a n d
i n t e g r a t e d .  T h i s  s t r e n g t h  h a s  f i n a l l y  b e e n  r e c o g n i z e d
by j u s t  a few E n g l i s h - l a n g u a g e  s c h o l a r s .  I n  g e n e r a l ,  h o w e v e r ,  t h e
I t a l i a n  a p p r o a c h  t o  P u b l i c  F i n a n c e  w o u ld  s t i l l  a p p e a r
s t e r i l e  t o  t h e  u n i n i t i a t e d  A n g l o - S a x o n  f i s c a l  e c o n o m i s t .
N e v e r t h e l e s s ,  t h e  p h i l o s o p h i c a l  e m p h a s i s  o f  t h e  I t a l i a n

10t r a d i t i o n  a c t u a l l y :

" . . . h a s  a  g r e a t  deal  o f  value f o r  the  Anglo-Saxon 
scho la r  who has been t r a in e d  i n  th e  R ica rd ian-  
Marshall ian t r a d i t i o n  and who has been s u b s t a n t i a l l y  
inf luenced ,  a l b e i t  unconsciously i n  some cases ,  by 
p r a g m a t i c - i n s t i t u t i o n a l i s t  i d e a s .' '

The A n g l o - S a x o n  s c h o l a r s  a r e  by no  means e x p e c t e d  
t o  a b a n d o n  t h e i r  v a l u a b l e  p o l i c y - o r i e n t e d  a p p r o a c h .  I n  
a n y  c a s e ,  t h e  I t a l i a n  s y s t e m a t i c  a p p r o a c h  d o e s  n o t  
p r e c l u d e  t h e  p r o b l e m - s o l v i n g  o r i e n t a t i o n .  Q u i t e  t o  t h e  
c o n t r a r y ,  M a z z o la  was t r u l y  c o n v i n c e d  t h a t  p a r t i a l  
e q u i l i b r i u m  m o d e l s  w e re  n e e d e d  t o  t a c k l e  t h e  e v e r y d a y  
f i s c a l  p r o b l e m s  w h ic h  w ere  so  b l a t a n t  i n  t h e  l i f e  o f  t h e  
I t a l i a n  S t a t e .  B u t ,  a c c o r d i n g  t o  h im ,  t h e  t i m e  f o r  
a r r i v i n g  a t  p a r t i a l  e q u i l i b r i u m  c o n c l u s i o n s  h a d  n o t  y e t  
come.  A f t e r  w a r n i n g  t h e  s t u d e n t  n o t  t o  g e t  l o s t  i n  t h e

10 Buchanan's essay cited, p. 38.
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j u n g l e  o f  f i s c a l  p r o b l e m s ,  a n d  a f t e r  e n r i c h i n g  him w i t h
h i s  " p u r e "  t h e o r y  o f  P u b l i c  F i n a n c e ,  M a z z o la  e n d s  h i s

11work  by s t a t i n g  t h a t  h e  s t r o n g l y  w i s h e d  t o :

" . . . f i n d  p r a c t i c a l  so lu t io n s  t o  u rgen t  f i s c a l  
problems. I  a l s o  wish pure s c i e n t i f i c  re sea rch  
to  have a major p a r t  i n  exposing the  t r u e  na tu re  
[of  f i s c a l  phenomena.]"

P o l i t i c a l  Economy by i t s e l f  d i d  n o t  h a v e  
e n o u g h  c l o u t  t o  a c c o m p l i s h  t h i s .  I t  was c l e a r  t h a t  an  
e c o n o m ic  s o l u t i o n  was r e q u i r e d :  b u t  t h i s  was t o  be
fo u n d  n e i t h e r  i n  e c o n o m ic  s c i e n c e  n o r  i n  s o c i o l o g y ,  
p o l i t i c a l  s c i e n c e  o r  p h i l o s o p h y ,  w h e re  some a u t h o r s  
b e l i e v e d  i t  w o u ld  b e .  H ow ever ,  t h e  p u r e  e c o n o m ic  
p r i n c i p l e s  o f  t h e  f i s c a l  p r o c e s s  m u s t  f i r s t  be  u n d e r s t o o d  
b e f o r e  a p p l y i n g  a n y  r u l e s  t o  t h e  p u b l i c  econom y.  M a z z o la  
a g r e e d  w i t h  P a r e t o  i n  some m e a s u r e :  t h e r e  was i n d e e d  a 
r u l i n g  c l a s s  a t  w o r k .  But  t h e  members o f  t h a t  c l a s s  
h a v e  n o t  come t o  p o w e r  n e c e s s a r i l y  by c h i c a n e r y :  i n  m o s t
c a s e s  t h e  c i t i z e n s  p u t  them t h e r e .  The r u l i n g  c l a s s  i s  
d e s p e r a t e l y  i n  n e e d  o f  p r o p e r  m e th o d s  f o r  a l l o c a t i n g  
p u b l i c  f u n d s  among v a r i o u s  p u b l i c  g o o d s  so  t h a t  t h e  g r o u p  
c a n  r e m a i n  i n  pow er  f o r  a  l o n g  t i m e .  A c c o r d i n g  t o  M a z z o l a ,  
t h e  m o s t  s a t i s f a c t o r y  s o l u t i o n  f o r  e v e r y o n e  c o u l d  
be b r o u g h t  a b o u t  o n l y  t h r o u g h  " c o o r d i n a t e d "  
r e s e a r c h ,  t h a t  i s ,  e m p i r i c a l  r e s e a r c h  b a s e d

11 M a z z o l a ,  o p . c i t . ,  p .  i x .  A l s o  s e e  E x h i b i t  1 ,  p p .  i i i - i v .  
My t r a n s l a t i o n .
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on p u r e  t h e o r y  w h ic h  w o u ld  t a c k l e  a f i s c a l  p r o b l e m  a s  i t  
a c t u a l l y  m a n i f e s t s  i t s e l f  w i t h i n  t h e  p r e v a i l i n g  s o c i o ­
ec o n o m ic  f r a m e w o r k .

M a zz o la  s t a r t s  o f f  by i n t r o d u c i n g  t h e  S t a t e  a s  a 
p r o d u c e r  o f  p u b l i c  g o o d s .  As s u c h ,  t h e  S t a t e  c h a r g e s  a 
p r i c e  f o r  t h e  c o n s u m p t i o n  o f  t h e  p o s i t i v e  u t i l i t y  t h a t  i t s  
s e r v i c e s  w o u ld  p r o v i d e .  I n  t h i s  c o n n e c t i o n ,  t h e  P h y s i o c r a t i c  
and  C l a s s i c a l  d i s t i n c t i o n  o f  ‘" p r o d u c t i v e "  a n d  " u n p r o d u c t i v e "  
l a b o r  t h a t  s t i l l  l i n g e r e d  i n  t h e  e c o n o m ic  l i t e r a t u r e  was 
c o n f u s i n g  t h e  a n a l y s i s  u n n e c e s s a r i l y .  T h a t  t h e r e  was no 
d i f f e r e n c e  b e t w e e n  " m a t e r i a l "  an d  " i m m a t e r i a l "  g o o d s  a s  
l o n g  a s  t h e y  s a t i s f i e d  human n e e d s  was M a z z o l a ' s  f i r m  
b e l i e f .  M a z z o l a ' s  c r i t i q u e  o f  two A u s t r i a n  a u t h o r s ,  Sax 
and  W i e s e r ,  i s  w o r t h  m e n t i o n i n g  h e r e .  T h e s e  two e c o n o m i s t s  
a g r e e d  w i t h  J e v o n s . ' s  c o n c e p t  o f  i n d i v i d u a l  v a l u a t i o n .  
H ow ever ,  Sax h a d  n o t  y e t  p u r i f i e d  h i m s e l f  o f  t h e  murky 
P h y s i o c r a t i c / C l a s s i c a l  v i e w  o f  v a l u e ;  an d  W i e s e r ,  who was 
c l o s e r  t o  t h e  I t a l i a n  d o c t r i n e  t h a n  S a x ,  t h o u g h t  t h a t  
e c o n o m ic  r e a s o n i n g  w o u ld  n o t  c o n t r i b u t e  t o  a c h i e v e m e n t  
o f  a  " j u s t "  d i s t r i b u t i o n ,  w h e r e a s  e t h i c a l  r e a s o n i n g  
w ou ld  .

M a z z o l a ' s  C r i t i q u e  o f  S a x . Sax c o n t e n d s  t h a t  
t h e  S t a t e  d o e s  n o t  p r o v i d e  p u b l i c  " g o o d s "  b u t  p r o v i d e s  
p u b l i c  " s e r v i c e s . "  The t a x  i s  t h e  p r i c e  o f  t h e s e  
s e r v i c e s ,  a n d  m u s t  be e q u a l  t o  t h e i r  " s u b j e c t i v e "  v a l u e
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t o  t h e  u s e r .  I n  t h e  p r i v a t e  economy t o o  s e r v i c e s  a r e  v a l u e d
and  p r i c e s  a r e  d e t e r m i n e d  i n  t h i s  f a s h i o n .  I n  o t h e r
w o r d s ,  t h e  b a s i c  f a c t  i s  t h a t ,  a s  o p p o s e d  t o  " m a t e r i a l "
g o o d s ,  s e r v i c e s  - p r i v a t e  o r  p u b l i c -  do n o t  p o s s e s s
an  e x c h a n g e  v a l u e  o f  t h e i r  own, and  t h e i r  s u b j e c t i v e  v a l u e s

12e m a n a te  f ro m  t h e  i n t e n s i t y  o f  t h e  n e e d  o f  t h e  i n d i v i d u a l .  
M a z z o la  i s  c o m p l e t e l y  a t  o dds  w i t h  t h i s  e x p l a n a t i o n  an d  
i s  f u r t h e r  d i s t u r b e d  by t h e  f a c t  t h a t  s u c h  a n  e x p l a n a t i o n  
f i n d s  a n  a d h e r e n t  i n  I t a l y  i n  t h e  p e r s o n  o f  R i c c a - S a l e r n o ,  
a  f i s c a l  t h e o r i s t  o f  t h e  h i g h e s t  s t a t u r e .

As he  i n d i c a t e s  i n  t h e  P r e f a c e ,  M a z z o l a ' s  m a in
r e a s o n  f o r  p u b l i s h i n g  I dati... i s  p r e c i s e l y  t o  s t o p
d i f f u s i o n  o f  t h i s  m i s l e a d i n g  i n f l u e n c e  i n  I t a l y  by
R i c c a - S a l e r n o .  A l s o ,  he  w a n t s  t o  show t h a t  t o  c o n s i d e r
p u b l i c  goo d s  a s  i m m a t e r i a l  g o o d s ,  o r  s e r v i c e s ,  w ou ld  im p l y
t h a t  P o l i t i c a l  Economy i s  t h e  a p p r o p r i a t e  d i s c i p l i n e  t o
u s e  i n  t h e  d e t e r m i n a t i o n  o f  t h e  p r i c e s  o f  t h e s e  g o o d s .  To
t h i s  e n d ,  M a z z o la  a s s i g n s  a  w h o le  a p p e n d i x  i n  I  dati...

w h e r e i n  he  a t t a c k s  t h i s  P h y s i o c r a t i c / C l a s s i c a l  d i c h o t o m y
13w i t h  r e m a r k a b l e  c l a r i t y :

"A want - p u b l i c  o r  p r i v a t e -  i s  a p a in fu l  sensa t ion  
which can be s a t i s f i e d  only through an a c t io n  from

12 See E. S a x ,  Grundlegung der theoretischen Staatswivtsohaft, 
W ien ,  1 8 8 7 ,  p p .  1 9 1 - 1 9 6 .  The 1924 v e r s i o n  o f  t h i s  b o o k  i s  
f r e e  f ro m  t h i s  c o n f u s i o n .  The new v e r s i o n ,  w h ic h  was 
w r i t t e n  i n  I t a l y  w h e re  Sax f o u n d  a h a v e n  a f t e r  h i s  d i s m i s s a l  
i n  1893 f ro m  t h e  German U n i v e r s i t y  o f  P r a g u e ,  i s  q u i t e  i n  
l i n e  w i t h  t h e  I t a l i a n  t r a d i t i o n .  Sax  l i v e d  i n  I t a l y  
c o n t i n u o u s l y  f ro m  1893 t o ‘ 1927, when he  d i e d  i n  F iu ine .

1 ^M a z z o l a ' s  I dati..., p .  2 2 1 .  My t r a n s l a t i o n .
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the  e x t e r i o r  world. The p a r t s  o f  the  e x t e r i o r  world 
ap t  t o  s a t i s f y  wants a re  c a l l e d  "goods;" 
consequent ly, these  cannot be o th e r  than  "m ate r ia l"  
goods. Services  a re  t o  be considered e i t h e r  as  l ab o r ,  
hence as  a l l  l a b o r ,  a  human a c t io n  t o  change m at te r  i n to  
b e n e f i c i a l  u s e ,  o r  as  a product ,  hence as  a l l  p roducts ,  
modified m a t te r .

T h e r e f o r e ,  s e r v i c e s  a r e  g o o d s  l i k e  a l l  o t h e r
g o o d s  an d  t h e i r  v a l u a t i o n  i s  n o t  an y  d i f f e r e n t  f rom  t h e
v a l u a t i o n  o f  o t h e r  g o o d s .  I n  f a c t ,  i f  i t  comes t o  t h a t ,
J e v o n s ' s e x p l a n a t i o n  i s  f a r  s u p e r i o r  t o  S a x ' s ,  i n  t h a t
J e v o n s  def ines  com m odi ty  a s  " . . t h a t  o b j e c t ,  s u b s t a n c e ,
a c t i o n  o r  s e r v i c e  t h a t  c a n  b r i n g  p l e a s u r e  o r  e l i m i n a t e  

14p a i n . "  M a z z o la  r e j e c t s  J e v o n s ' s s t r u c t u r e ,  h o w e v e r ,  
when i t  i s  a p p l i e d  t o  t h e  p u b l i c  econom y,  a s  w i l l  be 
s e e n  l a t e r .

M a z z o l a ' s  C r i t i q u e  o f  W i e s e r .  M a z z o la  i s
------------------------------------------------------ 15c r i t i c a l  o f  W i e s e r  on d i f f e r e n t  g r o u n d s  f ro m  S a x ' s .  ^ W i e s e r

a c t u a l l y  p a v e s  t h e  way f o r  M a z z o la  t o  r e f u t e  S a x ' s  
t h e o r y  o f  p u b l i c  g o o d s .  He o b s e r v e s  t h a t  i f  S a x ' s  t h e o r y  
w ere  i n d e e d  a l aw  a f f e c t i n g  b o t h  t h e  p r i v a t e  an d  t h e  p u b l i c  
econom y,  e v e r y o n e  w o u ld  be e x p e c t e d  t o  pay  a p r i c e  
c o m m e n s u r a t e  w i t h  t h e  i n t e n s i t y  o f  t h e  n e e d  one  f e l t .
T h i s  w o u ld  mean t h a t  w e a l t h  w o u ld  c e a s e  t o  o f f e r  an y  a s c e n ­
d a n c y ,  an d  p o v e r t y  w o u ld  c e a s e  t o  be  a h i n d r a n c e  t o  t h e  
s a t i s f a c t i o n  o f  a  g i v e n  w a n t ;  W i e s e r  n o t e s ,  h o w e v e r ,  
t h a t  o n l y  i n  t h e  p u b l i c  economy s p h e r e  i s  t h i s  phenomenon 
o b s e r v e d 4 w h e r e a s  i n  t h e  p r i v a t e  economy

15 M a z z o la  r e f e r s  t o  W i e s e r ' s  Der natiirlische Werth, W ien ,  1 8 8 9 .
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t h e r e  i s  g r o s s  i n e q u a l i t y  i n  t h e  d i s t r i b u t i o n  o f  s a t i s f a c t i o n s .

W i e s e r  i s  a p p a l l e d  by t h e  s p e c t a c l e  o f  a s o c i e t y
w h ic h  i s  g o v e r n e d  b y . t w o  s e t s  o f  r u l e s ,  t h o s e  o f  t h e
p r i v a t e  economy a s  e x p l a i n e d  by t h e  l a w s  o f  P o l i t i c a l
Economy,  an d  t h o s e  o f  t h e  p u b l i c  econom y.  W i e s e r  i s  n o t
s u r e  w ha t  d i s c i p l i n e  i s  t o  be u s e d  t o  d i s c o v e r  t h e  r u l e s  t h a t
a re  i n  e f f e c t  i n  the p u b l i c  econom y.  He d o e s  n o t  e l a b o r a t e
on t h e  i s s u e  o f  t h e  c o e x i s t e n c e  o f  s u c h  two d i v e r s e
fo rm s  o f  e c o n o m ic  o r g a n i z a t i o n .  He s a y s ,  h o w e v e r ,  t h a t
t h e  e x p l a n a t i o n  p r o b a b l y  l i e s  i n  p h i l o s o p h y ,  s o c i o l o g y
an d  l a w  r a t h e r  t h a n  e c o n o m i c s .  To t h i s ,  a s  t h o u g h  t o
r e j e c t  t h e  A n g l o - S a x o n  a c c u s a t i o n  t h a t  t h e  scienza

16finanziavia i s  p h i l o s o p h i c a l ,  M a z z o la  r e p l i e s :

" [ T ] h e  a n a l y s i s  o f  t h i s  m a t t e r  d o e s  n o t  l i e  
o u t s i d e  t h e  l i m i t s  o f  t h e  t h e o r y  o f  v a l u e .
We do n o t  n e e d  h i s t o r i c a l  o r  p h i l o s o p h i c a l  s t u d y ;  
we simply need to  know why the  p r ic e s  of  c e r t a i n  goods 
a re  formed i n  one way and the  p r ic e s  o f  c e r t a i n  o th e r  
goods i n  ano ther  way. This i s  s ques t ion  o f  .economics 
pure and s imple,  and no t  o f  philosophy o r  ju r i sp rudence ."

I t  s h o u l d  be  r e c a l l e d  t h a t ,  b e f o r e  M a z z o l a ,  de V i t i  
f o c u s s e d  on t h e  w a n t - s a t i s f y i n g  p r o p e r t i e s  o f  p u b l i c  g o o d s .
L i k e  a p r i v a t e  g o o d ,  a p u b l i c  good  p r o v i d e s  a n  " a c t u a l "  
s a t i s f a c t i o n  f o r  t h e  i n d i v i d u a l  who " c o n s u m e s "  i t ;  t h a t  
i s ,  h e  d o e s  n o t  c o n s i d e r  t h e  " i n t e n d e d "  e f f i c i e n c y  o f

15M a z z o l a ' s  I dat-i;;, p .  165. My t r a n s l a t i o n .
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o f  a p u b l i c  good  t o  s a t i s f y  a  s o c i a l  w a n t .  The i n d i v i d u a l
d o e s  n o t  c a r e  w ha t  u t i l i t y  i s  a t t r i b u t e d  t o  t h a t  p a r t i c u l a r
p u b l i c  good  by t h e  S t a t e  o r  by  o t h e r  members o f  t h e
s o c i e t y :  i t  i s  t h e  s a t i s f a c t i o n  t h a t  h e  w o u ld  g e t
f ro m  t h e  " c o n s u m p t i o n "  o f  i t  t h a t  t h e  i n d i v i d u a l  u s e s
f o r  v a l u a t i o n .  I n  o t h e r  w o r d s ,  t h e  I t a l i a n  t h e o r y  o f  publ ic
goods can be considered a  "demand s ide"  theory .  Although
t h e  s u p p l y  s i d e  o f  t h e  f i s c a l  a c c o u n t  i s  c o n s i d e r e d
t o  a n  a p p r o p r i a t e  e x t e n t ,  t h e  r u l i n g  c l a s s  i s  thought
t o  s u p p l y  t h o s e  p u b l i c  goo d s  i n  w h ic h  t h e  c i t i z e n s  h a v e
shown a n  i n t e r e s t .  The p r o p e l l i n g  f o r c e  i n  t h e
p r i c i n g  o f  p u b l i c  g o o d s  i s  t h e  i n d i v i s i b i l i t y  o f  t h e i r

( * )" c o n s u m p t i o n " ,  t h a t  i s ,  t h e  j o i n t n e s s  o f  t h e i r  dem and.
.. U n t i l  t h e  a p p e a r a n c e  o f  D o w n s 's  b o o k  i n  1 9 5 7 ,  t h e  f i e l d  

o f  P u b l i c  F i n a n c e  l a c k e d  a t h e o r y  o f  p u b l i c - g o o d s  
s u p p l y  w h e re b y  t h e  t h e  g o v e r n m e n t ,  v i e w e d  a s  a  c o l l e c t i v i t y  
o f  u t i l i t y  (voting) maximizers, determine the  e x ten t  o f  pub l ic  ou t lay . '

M a z z o l a ' s  p o i n t  o f  d e p a r t u r e  was t h e  p r e m i s e  
t h a t  t h e  i n d i v i d u a l  d o e s  n o t  l i v e  by p r i v a t e  g o o d s  a l o n e .
The i n d i v i d u a l ' s  t o t a l  s a t i s f a c t i o n  d e p e n d s  on  a c o m b i n a t i o n  
o f  p r i v a t e  an d  p u b l i c  g o o d s :  t h e  two c a t e g o r i e s  a r e

( * ) While they  e labo ra ted  jo in tn ess  o f  "demand", the  I t a l i a n s  d id  not  
concentra te  t h e i r  a t t e n t i o n  i n  jo in tn e ss  o f  supply. The l a t t e r  was 
t r e a t e d  l a t e r  by Buchanan i n  " J o in t  Supply, E x te rn a l i ty  and O pt im al i ty ,"  
Economica, 1966, and l a t e r  on by Musgrave i n  The Theory o f  Public  
Finance. Musgrave employs the  term " j o i n t  consumption" i n  t h e " I t a l i a n  
sense ,  but he switches t o  the  term " n o n - r iv a l ry  i n  consumption" more 
r e c e n t ly ,  f o r  example, i n  h i s  "Prov is ion  f o r  Socia l Goods," i n  
J .  Margolis and H. Guit ton e d s . ,  Publ ic  Economics, London, 1969. The 
crux o f  the  m at te r  o f  both the  supply and the  consumption o f  pub l ic  
goods o f fe red  j o i n t l y  i s  the  f a c t  t h a t ,  once made a v a i l a b l e  t o  one 
i n d iv id u a l ,  the  same good can be made a v a i l a b l e  t o  o th e r  in d iv idua ls  
a t  no e x t r a  (marginal) c o s t .

16Buchanan makes t h i s  remark i n  h i s  "Public  Finance and Public  Choice," 
National Tax Journal ,  Vol. XXVIII, No. 4 ,  Dec. 1975, p.  388. He r e f e r s  to

A. Downs, An Economic Theory o f  Democracy, New York: Harper,  1957.
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" c o m p l e m e n t a r y , "  a n d  t h e  two k i n d s  o f  goods  a r e  consum ed
s i m u l t a n e o u s l y .  De V i t i ' s  i n t r o d u c t i o n  o f  a  p r o d u c e r - S t a t e
i n  1888 h a d  e x t e n d e d  t h e o r e t i c a l  e c o n o m i c s  t o  f i s c a l
a c t i v i t y .  The e x t e n s i o n  c o n s i s t e d  o f  a c c e p t i n g  t h e
S t a t e  a s  t h e  s u b j e c t  f o r  s t u d y  i n  l i e u  o f  t h e  i n d i v i d u a l
and  s t u d y i n g  t h e  b e h a v i o r  o f  t h e  S t a t e  i n  f u l f i l l i n g  i t s
t a s k s ,  n o t  t h a t  o f  d e t e r m i n i n g  t h e  e n d s  o f  S t a t e  a c t i v i t y

17i n  t h e  A n g l o - S a x o n  s e n s e .  The d e c i s i o n  r u l e  c o n s i s t e d
o f  t h e  c o m p a r i s o n  o f  t h e  m a r g i n a l  c o s t  an d  t h e  m a r g i n a l
b e n e f i t  o f  t h e  p u b l i c  e x p e n d i t u r e  i n  q u e s t i o n  by t h e
r u l i n g  c l a s s .  E a r l i e r  s t i l l ,  P a n t a l e o n i  h a d  made c l e a r  i n
1883 t h a t ,  s i n c e  t h e  S t a t e  was c o n s i d e r e d  a s  a  p r o d u c e r  o f
c o n s u m a b le  g o o d s ,  o r  a  f a c i l i t a t i n g  f a c t o r  i n  t h e
p r o d u c t i o n  o f  p r i v a t e  g o o d s ,  t h e  S t a t e  s h o u l d  e q u a l i z e  t h e
m a r g i n a l  y i e l d s  f ro m  e q u i v a l e n t  u n i t s  as  perceived by

18t h e  a v e r a g e  l e g i s l a t o r .  What was n e e d e d  t o  b e  d o n e  was 
t o  s y n t h e s i z e  t h e  t h e o r i e s  o f  d e  V i t i  a n d  P a n t a l e o n i  i n  s u c h

a way t h a t  t h o s e  members  o f  t h e  r u l i n g  c l a s s  who
r e p r e s e n t e d  t h e  S t a t e  an d  a c t e d  a s  homines oeconomici 
were  g i v e n  a d e c i s i o n  r u l e  t h a t  t i e d  s o c i a l  w a n t s  t o  t h e  
p r e f e r  ences o f  t h e  i n d i v i d u a l .  M a z z o la  a d d r e s s e d  h i m s e l f  

s q u a r e l y  t o  t h i s  i s s u e .

M a z z o la  a n d  H is  " P u r e "  T h e o r y  o f  P u b l i c  F i n a n c e .
I n  o r d e r  t o  r e m a i n  i n  pow er  i n d e f i n i t e l y ,  t h e  r u l i n g  c l a s s

17B u c h a n a n ' s  e s s a y  c i t e d ,  p .  3 1 .  E m p h a s i s  m i n e .  

^ Ibid:, p .  31 .
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m u st  a c t  i n  " o b j e c t i v e "  good  f a i t h  t o  acco m m oda te  t h e
( * )

n e e d s  o f  t h e  c i t i z e n s  who g a v e  i t  t h e i r  m a n d a t e .  When
t h e  r u l i n g  c l a s s  a c h i e v e s  e c o n o m ic  e q u i l i b r i u m  i n  t h e  p u b l i c
g o o d s  t e r r i t o r y ,  p o l i t i c a l  ha rm ony  i s  a l s o  a c h i e v e d .  I n
o t h e r  w o r d s ,  a n  e c o n o m i c a l l y  e f f i c i e n t  e q u i l i b r i u m  i n  t h e
p u b l i c  s e c t o r  i s  a l s o  a " j u s t "  e q u i l i b r i u m .  T h i s  d u a l
e q u i l i b r i u m  w i l l  be  c h a l l e n g e d  by v a r i o u s  i n t e r e s t  g r o u p s ,
h o w e v e r .  The r u l i n g  c l a s s  w i l l  k e e p  t r a c k  o f  t h e  c h a n g e s

19i n  t h e  p r e f e r e n c e s  o f  t h e  i n d i v i d u a l s  o r  c o a l i t i o n s :

"Equil ibr ium i s  d i s tu rb e d  i f  the  budget p lan  r e f l e c t s  
the  view of  p a r t i c u l a r  i n t e r e s t  groups, i n  which case 
adjustment i s  c a l l e d  f o r .  Thus, we meet the  idea  t h a t  
a p o l i t i c a l  equ i l ib r ium  p re v a i l s  i f  an economic 
equ i l ib r ium  o f  maximum s a t i s f a c t i o n  i s  e s t a b l i s h e d .  This 
same thought  -an  ex tens ion ,  as  i t  were, o f  the  i n v i s i b l e  
hand i n t o  the  p o l i t i c a l  sphere-  reappears  i n  many 
subsequent w r i t i n g s ,  [ a f t e r  Mazzola],  inc lud ing  
Edgeworth's d o c t r in e  o f  e q u a l i ty  i n  d i s t r i b u t i o n  as 
agreed upon by "reasonable"  men and W ickse l l ' s  
p r in c ip l e  o f . . .  "unanimity" i n  th e  de te rm ina t ion  of  
the  budget p l a n . "

The d e c i s i o n  r u l e  e x p o u n d e d  by M a z z o la  s t e m s  f rom  
t h e  t w i n  p r i n c i p l e s  o f  " i n d i v i s i b i l i t y "  a n d  " c o m p l e m e n t a r i t y "  
o f  p u b l i c  g o o d s .  M a z z o la  u s e s  t h e  p r i n c i p l e  o f  i n d i v i s i b i l i t y  
a s  a  g e n e r a l  c o n c e p t  t h a t  a l s o  c o v e r s  n o n - e x c l u d a b i l i t y  and  
n o n - r i v a l r y  o f  p u b l i c  g o o d s .  P u b l i c  g o o d s  c o n t r i b u t e  t o  
p r i v a t e  s a t i s f a c t i o n s ,  b u t  t h e  i n d i v i d u a l  q u a n t i t i e s  o f  
c o n s u m p t i o n  o f  s u c h  g o o d s  c a n n o t  b e  d e t e r m i n e d ,  an d  t h e i r

( * )According t o  I t a l i a n  ju r i s p ru d e n c e ,  "ob jec t ive"  good f a i t h  i s  what 
the  law expects  from a man o f  average i n t e l l i g e n c e  and average honesty 
a c t in g  to  accommodate h i s  and h i s  f am ily ' s  needs. This i s  the r e f l e c t i o n  
o f  the  Roman law concept o f  paterfamilias.

Musgrave and Peacock's Classics.... cited, p. xiii.
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e x a c t  s h a r e  i n  t h e  s a t i s f a c t i o n  o f  e a c h  i n d i v i d u a l  i s  
n o t  known

"This i n d i v i d u a l i t y  o f  consumption c o n s t i t u t e s  
a t e ch n ic a l  reason  prevent ing  the  es tab li shment  
of  a  s in g le  market p r i c e .  In  th e  case o f  a  market 
p r ic e  f o r  any good, anyone who cannot pay the  p r ic e  
must a b s ta in  from consumption. But i f  pub l ic  goods 
had a  p r ic e  exceeding t h e i r  f i n a l  u t i l i t y  f o r  some 
c la s se s  o f  consumers, th e se  l a t t e r s '  i n a b i l i t y  t o  
pay the  p r ic e  would no t  debar  them from us ing  the 
goods [ n o n -e x c lu d a o i l i ty ] : t o  debar  them, i t  would be
necessary  t o  withdraw th e  goods a l t o g e t h e r  even from 
the  use o f  those  who can pay the  p r i c e ,  otherwise those  
who do no t  pay would s t i l l  enjoy th e  pub l ic  goods 
[ f r e e - r i d e r . i s s u e ] . Hence the  p r i c e  i s  f ixed  
f o r  each consumer i n  accordance with  the  maximum 
he can pay as  determined by the  degree of  f i n a l  u t i l i t y  
the  goods have f o r  him. The i n d i v i s i b i l i t y  o f  publ ic  
s e rv ices  a l s o  exp la ins  why, whenever the  consumption of  
some pub l ic  goods can be a sc e r t a in e d  from case t o  case 
and whenever such consumption has c e r t a i n  determinate  
and i d e n t i f i a b l e  in d iv id u a l  c h a r a c t e r i s t i c s  [meri t  wants],  
the  pub l ic  economy r e s o r t s  to  a  device very  s im i l a r  to  
p r ic e s  i n  th e  p r iv a te  economy, namely f e e s . "

M a z z o la  d i d  n o t  d e v e l o p  f u l l y  t h e  e l e m e n t s  o f  
f r e e - r i d i n g ,  m e r i t  w a n t s  a n d  c o e r c i o n  i n  h i s  t h e o r y .  T h i s  
g a p  was f i l l e d  l a t e r  by  W i c k s e l l  an d  L i n d a h l ,  who s y n t h e s i z e d  
t h e  w o rk s  o f  M a z z o la  a n d  S a x .  A c c o r d i n g  t o  M a z z o l a ,  t h e  
s e a r c h  f o r  a  " j u s t "  s o l u t i o n  was n o t  w a r r a n t e d  s i n c e ,  
i f  t h e  f i s c a l  d e c i s i o n  m a k e r  b e h a v e d  a s  e x p e c t e d ,  h e  w ou ld  
o b t a i n  a n  e f f i c i e n t  a n d  a n  e q u i t a b l e  e q u i l i b r i u m  i n  p u b l i c  
economy s i m u l t a n e o u s l y .  I n  M a z z o l a ' s  w o r d s ,  t h e  p r i c e s  o f

20 Musgrave and Peacock s op. cit., p. 43.
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p u b l i c  g o o d s  a r e  d e t e r m i n e d  a s  f o l l o w s :

" In  any economy, the tendency towards maximizing 
u t i l i t y  causes a v a i l a b le  resources  to  be so d i s t r i b u t e d  
among var ious  uses  t h a t  the  degrees o f  f i n a l  u t i l i t y  
of  a l l  the  goods a l l o c a t e d •a r e , a f t e r  the  d i s t r i b u t i o n ,  
equal.  The formation o f  the  p r ic e s  of  pub l ic  goods 
comes about i n  such wise t h a t  i n  any economic u n i t  the  
degrees of  f i n a l  u t i l i t y  of  pub l ic  goods a r e ,  a f t e r  the  
d i s t r i b u t i o n ,  equal .  This p r i c e  formation i s  d i f f e r e n t  
from t h a t  of  the  market and r e s t s  on the  complementary 
na tu re  o f  the  u t i l i t y  o f  publ ic  goods and on the 
o b jec t iv e  condi t ions  o f  t h e i r  consumption."

As a r e s u l t  o f  t h i s  c o m p l e m e n t a r y  c h a r a c t e r  o f
p u b l i c  w a n t s ,  t h e  i n d i v i d u a l  i s  s a t i s f i e d  f u l l y  o n l y
when he h a s  e q u a t e d  t h e  m a r g i n a l  u t i l i t y  t h a t  he  d e r i v e s

22f ro m  h i s  o u t l a y ,  p u b l i c  and  p r i v a t e .  Each  i n d i v i d u a l ,  
i n  t u r n ,  i s  r e q u i r e d  by t h e  S t a t e  t o  p a y  a  p r i c e  c o r r e s p o n d i n g  
t o  t h e  m a r g i n a l  u t i l i t y  he  r e c e i v e s  f ro m  t h e  p u b l i c  good  
b e i n g  o f f e r e d .  C l e a r l y ,  s i n c e  p u b l i c  goo d s  a r e  " c o n su m e d "  
e q u a l l y  by a l l ,  u n l i k e  i n  t h e  p r i v a t e  econom y,  i n  t h e  p u b l i c  
economy a " u n i q u e "  p r i c e  - a k i n  t o  t h e  m a r k e t  p r i c e -  c a n n o t  
be d e t e r m i n e d .  I n  o t h e r  w o r d s ,  t h e  i n d i v i d u a l s  w i l l  be  ex­
pected to  co n t r ib u te  i n  varying amounts t o  th e  f inancing  o f  pub l ic  goods 
u n d e r  c o n s i d e r a t i o n ,  r e f l e c t i n g  t h e  v a r y i n g  m a r g i n a l  u t i l i t i e s  
t h a t  a r e  d e r i v e d .  The p r i c e s  o f  p u b l i c  g o o d s  w i l l  be
d e t e r m i n e d  by t h e  S t a t e  t h r o u g h  a  p o l i t i c a l  p r o c e s s  w h e r e i n  
t h e  m a n a g in g  c l a s s  w i l l  t a k e  i n t o  c o n s i d e r a t i o n  t h e  " t o t a l "  
s a t i s f a c t i o n  o f  t h e  c i t i z e n s ,  t o t a l  i n  t h e  s e n s e  d i c t a t e d

21Musgrave and Peacock's Classics...., p. 46.
22 Ibid., p . xiii



73

by t h e  c o m p l e m e n t a r y  c h a r a c t e r  o f  p u b l i c  g o o d s .  L i k e  de  V i t i ,
M a z z o la  e x p l a i n s  f i s c a l  a c t i v i t y  by t h e  b e h a v i o r  o f  t h i s
m a n a g in g  c l a s s ,  b u t  h e  d e n i e s  e x p l i c i t l y  t h e  German

23o r g a n i c  v ie w  o f  " u f e e r - i n d i v i d u a l i s m . " A l t h o u g h  i t  i s  t h e  
g o v e r n i n g  e l i t e ,  n o t  t h e  i n d i v i d u a l ,  t h a t  i s  a c t i n g  i n  t h e  
p u b l i c  econom y,  t h e  e l i t e  p o s s e s s e s  t h e  a b i l i t y  t o  e l i c i t  
t h e  p r e f e r e n c e s  o f  t h e  e l e c t o r a t e  an d  a c t s  i n  good  f a i t h  
t o  a c h i e v e  economic e q u i l i b r i u m  i n  t h e  r e a l m  o f  p u b l i c  g o o d s .  
I n  d o i n g  s o ,  t h e  g o v e r n i n g  e l i t e ,  o f  c o u r s e ,  a l s o  a c h i e v e s  
i t s  u l t i m a t e  a im ,  w h i c h  i s  t o  r e m a i n  i n  pow er  i n d e f i n i t e l y .

M a z z o la * s  " P r i n c i p l e "  an d  S o c i a l  J u s t i c e . M a z z o la  
i s  q u i t e  a w a r e  t h a t ,  i t s  l o g i c a l  c o n s i s t e n c y  n o t w i t h s t a n d i n g ,  
h i s  " p r i c e "  t h e o r y  o f  p u b l i c  goo d s  d o e s  n o t  r e f l e c t  t h e  
r e a l  l i f e  s i t u a t i o n :  b u t  h e  i s  n o t  t h w a r t e d  by i t .  Using the 
same argument as Buchanan d id  e ig h ty  years  l a t e r  ( r e f e r r i n g  to  h i s  

1967 book), Mazzola no tes  t h a t  he i s  bu i ld ing  a  p u r e - th e o r e t i c a l  
s t r u c t u r e  w h e r e i n ,  a s  a  f i r s t  s t e p ,  a b s t r a c t i o n  h a s  b e e n  
made f ro m  t i m e  and  s p a c e ,  i n  o r d e r  t o  r e v e a l  " c o n s t a n t  
p r o p e r t i e s "  o f  f i s c a l  e c o n o m i c s .  He a s s e r t s  f u r t h e r  t h a t ,  
now t h a t  t h e  o b j e c t i v e  c o n d i t i o n s  i n  w h ic h  t h e  e v e r y d a y  
f i s c a l  phenomena come t o  p a s s  h a v e  b e e n  s t u d i e d ,  i t  r e m a i n s  
t o  be  e x a m in e d  how t h e  l a w s  h e  d i s c o v e r e d  a c t u a l l y  o p e r a t e
w i t h i n  t h e  m u l t i p l e  r e l a t i o n s h i p s  o f  r e a l  l i f e ,  a n d  w h a t

24c a u s e s  may m o d i f y  t h e  e f f e c t s  o f  t h e s e  g e n e r a l  l a w s .

23 B u c h a n a n ' s  e s s a y  c i t e d ,  p .  37 .

^Musgrave and Peacock's Classics...., p. 47.
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I f  t h e r e  s t i l l  e x i s t s  a  " d i f f e r e n t i a l "  u t i l i t y  i n  t h e  
c o n s u m p t i o n  o f  p u b l i c  g o o d s  - s i m i l a r  t o  a " c o n s u m e r  
s u r p l u s "  i n  t h e  c o n s u m p t i o n  o f  p r i v a t e  g o o d s -  i t  may 
be  t h e  r e s u l t  o f  one  o f  t h e  two p o s s i b l e  c i r c u m s t a n c e s :

" I t  w i l l  be r e a d i l y  app rec ia ted  t h a t  d i f f e r e n t i a l  
u t i l i t y  can a r i s e  from [ e i th e r ]  f a u l ty  v a lu a t io n  
[ by pub l ic  agencies]  -and i n  t h a t  case t o t a l  
s a t i s f a c t i o n  o f  needs w i l l  be l e s s  than optimal 
because the  r e s u l t  i s  no t  the  in tended one-  o r  when 
the  equ i l ib r ium  o f  the  sca le  o f  u t i l i t i e s  i s  
d is tu rb ed :  such d is tu rbance  occurs  when the  
agencies  t o  which v a lu a t io n  i s  en t ru s t e d ,  
r e p re sen t  th e  predominating i n t e r e s t s  o f  one 
c l a s s  o f  people .  Then some members o f  the  conxnunity 
a re  ob l iged  t o  devote t o  pub l ic  goods a g r e a t e r  p a r t  
o f  t h e i r  resources  than  corresponds t o  the  
complementary u t i l i t y  which these  goods have f o r  
them, and hence ob ta in  l e s s  s a t i s f a c t i o n  o f  needs; 
o the rs  can r e t a i n  a  l a r g e r  q u a n t i ty  o f  p r iv a t e  goods, 
when th e  complementary u t i l i t y  necessary  f o r  p r iv a te  
s a t i s f a c t i o n s  i s  obtained a t  the  expense o f  o th e r  
economic u n i t s . "

T h i s  e x p l a n a t i o n  i s  f a r  s u p e r i o r  t o  t h a t  o f f e r e d  
by Sax  and Wieser.  I t  c l a r i f i e s  W i e s e r ' s  c o n f u s i o n  
r e g a r d i n g  t h e  s e e m i n g l y  s t r a n g e  f a c t  t h a t  w i t h i n  any
s o c i e t y  t h e r e  i s  a  p u b l i c  economy w h e re  p r i c e s  a r e  e s t a b l i s h e d

( * )on d i f f e r e n t  p r i n c i p l e s  f rom  t h o s e  o f  t h e  p r i v a t e  econom y.
I t  a l s o  makes good  S a x ' s  t h e o r y  by e x p l a i n i n g  t h a t  t h e  
p r i c e s  o f  p u b l i c  g o o d s  a r e  d e t e r m i n e d  i n  s u c h  a  way t h a t

25 M u sg rav e  a n d  Peacock 's  C l a s s i c s . . . . ,  p .  44
( * ) As p r e s e n t e d  i n  p p .  6 6 - 6 9 .
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e a c h  i n d i v i d u a l  s t i l l  p a y s  f o r  t h e s e  goo d s  i n  a c c o r d a n c e  
w i t h  h i s  own v a l u a t i o n  a s  Sax  r e q u i r e d ,  b u t  w i t h o u t  
s u b s c r i b i n g  t o  t h e  u n w a r r a n t e d  d i s t i n c t i o n  b e t w e e n  
i m m a t e r i a l  a n d  m a t e r i a l  g o o d s .

W i c k s e l l  n o t e s ,  h o w e v e r ,  t h a t  d e s p i t e  M a z z o l a ' s
p l a c i d  a t t i t u d e  a b o u t  i t ,  c o e r c i o n  i s  s t i l l  p r e s e n t  i n
h i s  t h e o r y .  To W i c k s e l l ,  i t  w o u ld  be  a  f l a g r a n t
i n j u s t i c e  i f  someone s h o u l d  be  f o r c e d  t o  c o n t r i b u t e  t o
t h e  c o s t  o f  a  p u b l i c  a c t i v i t y  w h ic h  d o e s  n o t  e n h a n c e  h i s  

26own i n t e r e s t . ^  T h i s  i s  a  s e r i o u s  p r o b l e m  a n d  M a z z o la
u n d e r p l a y s  i t :  he  e x p o u n d s  a n  e c o n o m ic  law  e x p l a i n i n g
t h e  d e t e r m i n a t i o n  o f  t h e  p r i c e s  o f  p u b l i c  g o o d s  s p l e n d i d l y ,
b u t  c i r c u m v e n t s  c o e r c i o n  by s i m p l y  " a s s u m i n g "  t h a t
" . . . a r b i t r a r i n e s s  a n d  e r r o r  w o u ld  n o t  d i s t u r b  t h i s  su p rem e

27l a w . o f  t h e  f i s c a l  e c o n o m y . "  W i c k s e l l  a r g u e s  
t h a t ,  a s  a r e s u l t  o f  t h i s  c o n v e n i e n t  a s s u m p t i o n ,  t h e  r e q u i ­
r e m e n t  o f  " j u s t "  t a x a t i o n  i s  n i c e l y  m e t :  t h e  v a l i d i t y  o f  
t h e  law  o f  t h e  f i s c a l  p r o c e s s  i n  t h e  I t a l i a n  model  i s  t i e d  
d i r e c t l y  t o  t h e  a s su m e d  a b i l i t y  o f  e a c h  e c o n o m ic  a g e n t  
( t h e  c i t i z e n )  t o  d i s t r i b u t e  h i s  r e s o u r c e s  i n  s u c h  a  m a n n e r  
t h a t  a f t e r  t h e  d i s t r i b u t i o n  a l l  t h e  q u a n t i t i e s  o f  g o o d s  
u s e d  h a v e  t h e  same d e g r e e  o f  f i n a l  u t i l i t y .  The maximum 
u t i l i t y  f rom  a l l  g o o d s ,  p r i v a t e  an d  p u b l i c ,  i s  t h u s  a c h i e v e d  
and  a r b i t r a r i n e s s  an d  e r r o r  c a n n o t  d i s t u r b  t h i s  t e n d e n c y  
t o w a r d  e q u i l i b r i u m . ^

9 f\ Musgrave and Peacock's Classics...., p. 89.
^Ibid. , p . 81.
^ I b i d ., p . 43
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T h i s  i s  i n d e e d  a d e f i c i e n c y  o f  t h e  I t a l i a n  m ode l  i n  
g e n e r a l  a n d  M a z z o l a ' s  model  i n  p a r t i c u l a r .  A c c o r d i n g

t o  W i c k s e l l ,  t h i s  l i n e  o f  t h i n k i n g  w o u ld  l e a d  u s  t o  t h e
29 '

f o l l o w i n g  p o s t u l a t e :

"The  i m p o s i t i o n  o f  t a x e s  i s  j u s t  a n d  a p p l i e s  
w i t h o u t  a r b i t r a r i n e s s  an d  e r r o r  when e a c h  
t a x p a y e r  s u c c e e d s  i n  d i s t r i b u t i n g  h i s  r e s o u r c e s  
i n  s u c h  a  m a n n e r  t h a t  t h a t  h i s  u t i l i t y  i s
m a x im iz e d  [ a c c o r d i n g  t o  M a z z o l a  B u t ]  t h i s
r e q u i r e m e n t  o f  t a x  p o l i c y  i s  r e a l l y  m e a n i n g l e s s .
I f  t h e  i n d i v i d u a l  i s  t o  s p e n d  h i s  money f o r  
p r i v a t e  a n d  p u b l i c  u s e s  so t h a t  h i s  s a t i s f a c t i o n  
i s  m a x i m i z e d ,  he  w i l l  o b v i o u s l y  p ay  n o t h i n g
w h a t s o e v e r  f o r  p u b l i c  p u r p o s e s  Of c o u r s e ,
i f  e v e r y o n e  w e re  t o  do t h e  sam e ,  t h e  S t a t e  w o u ld
s o o n  c e a s e  t o  f u n c t i o n  E q u a l i t y  b e t w e e n  t h e
m a r g i n a l  u t i l i t y  o f  p u b l i c  g o o d s  a n d  t h e i r  p r i c e  
c a n n o t ,  t h e r e f o r e ,  be  e s t a b l i s h e d  by t h e  s i n g l e  
i n d i v i d u a l ,  b u t  m u s t  be s e c u r e d  by c o n s u l t a t i o n  
b e t w e e n  h im  an d  a l l  o t h e r  i n d i v i d u a l s  o r  t h e i r  
d e l e g a t e s .  How i s  s u c h  c o n s u l t a t i o n  t o  be 
a r r a n g e d  so  t h a t  t h e  g o a l  may be  r e a l i z e d ?  On 
t h i s  p o i n t  M a z z o la  d o e s  n o t  s a y  a  w o rd ,  a s  I  s e e  i t ,  
t h i s  i s  p r e c i s e l y  t h e  q u e s t i o n  w h i c h  o u g h t  t o  be 
d e c i d e d . '

From t h e r e  W i c k s e l l  g o e s  on t o  d e v e l o p  h i s  own t h e o r y  
o f  p u b l i c  g o o d s  w h i c h  i n g e n i o u s l y  p r o v i d e s  a n  e s c a p e  f ro m  
t h e  f r e e - r i d e r  d i l em m a  an d  w h ic h  r e p r e s e n t s  a m a j o r  s t e p  
t o w a r d  t h e  d e v e l o p m e n t  o f a  " p o s i t i v e "  t h e o r y  o f  t h e  demand 
a n d  s u p p l y  o f  p u b l i c  goo d s  w h ic h  a l s o  p r o v i d e s  j u s t i c e .
As W i c k s e l l  s t a t e s  r i g h t  a t  t h e  o u t s e t ,  i t  i s  M a z z o l a ' s

29Classics... cited, pp. 81-82.
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o t h e r w i s e  c o r r e c t  t h e o r y  t h a t  p r o p e l s  him t o  d e v e l o p  a
p u b l i c  f i n a n c e  t h e o r y  t h a t  c o m b in e s  t h e  I t a l i a n  " b e n e f i t "
a p p r o a c h  w i t h  t h e  A n g l o - S a x o n  a p p r o a c h  o f  " a b i l i t y - t o - p a y . "
L a t e r  L i n d a h l  w i l l  c o m p l e t e  t h e  m ode l  a n d  a  " p u r e "  t h e o r y

( * )o f  p u b l i c  f i n a n c e  w i l l  be f i n a l l y  b o r n  i n  1 9 1 9 .  Bu t  Maz­
z o l a  ' s  c o n t r i b u t i o n  i n  t h i s  r e g a r d  h a s  b e e n  t r u l y  i n s t r u m e n t a l .

U n f o r t u n a t e l y ,  h o w e v e r ,  W i c k s e l l ' s  t h e o r y  t o o  i s  o p en  
t o  c r i t i c i s m  f o r  h i s  " c o n v e n i e n t "  a s s u m p t i o n  o f  t h e  " p e r f e c t "  
c o m p e t i t i o n  model  a s  t h e  one  u s e d  t o  e x p l a i n  t h e  demand and  
s u p p l y  o f  p r i v a t e  g o o d s .  As B u c h a n a n  p o i n t s  o u t  i n  1 9 6 8 ^
t h e  I t a l i a n  an d  l a t e r  S c a n d i n a v i a n  m o d e l s  w e re  much more  
a d e q u a t e  t h a n  t h e i r  A n g l o - S a x o n  c o u n t e r p a r t s ,  w h ic h  s t i l l  
p r e s u m e d  t h a t  t h e  demand an d  s u p p l y  o f  p u b l i c  go o d s  b e h a v e d  
i n  t h e  same m an n er  a s  i n  t h e  m a r k e t  f o r  p r i v a t e  g o o d s .  
U n t i l  S a m u e l s o n ' s  1954 a r t i c l e s  an d  B u c h a n a n ' s  196 8 b o o k ,

a c e n t r a l  t h e o r y  o f  t h e  demand an d  s u p p l y  o f  p u b l i c  
goo d s  was n o n e x i s t e n t  i n  t h e  E n g l i s h  l a n g u a g e  l i t e ­
r a t u r e .  To t h e  I t a l i a n s ,  i t  was q u i t e  c o n c e i v a b l e  t o  
e n v i s a g e  an  i n d i v i d u a l  m ak ing  a d e c i s i o n  i n v o l v i n g  a 
p u b l i c  c h o i c e  i n  t h e  same way t h a t  h e  w o u ld  make a p r i v a t e  
c h o i c e :  i n  e i t h e r  c a s e ,  t h e  i n d i v i d u a l  i s  m a k in g  a 
d e c i s i o n  a s  t o  how much o f  a  good  t o  " p u r c h a s e "  a t  a 
c e r t a i n  p r i c e .  N a t u r a l l y ,  t h e  a n a l o g y  i s  n o t  a c o m p l e t e
o n e :  v o l u n t a r y  e x c h a n g e s  do n o t  e x i s t  i n  t h e  p r i v a t e  economy 
and  a  " p o l i t i c a l "  p r o c e s s  i s  r e q u i r e d .

 ̂ ^ee  E. Lindahl ,  " J u s t  Taxation -  A P o s i t iv e  S o lu t io n ,"  t r a n s l a t e d  
from h i s  Die Gevechtigheit dev Besteuvung, Lund: 1919, pp. 85-98, i n  
Musgrave and Peacock's C l a s s i c s . . . . ,  pp. 168-176.
30Buchanan's The Demand and Supply o f  Public  Goods c i t e d ,  p.  97.
31 *"I b i d . ,  e s p e c ia l ly  the  Preface and Chapter 1.

^ The Demand and Supply o f  Public Goods c i t e d .
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G e n e r a l  C r i t i q u e  o f  t h e  V o l u n t a r y  E x c h a n g e  V i e w . ^
B u c h a n an  i s  a w a r e  o f  t h e  a b s e n c e  o f  v o l u n t a r y  e x c h a n g e s  
i n  t h e  demand an d  s u p p l y  o f  p u b l i c  g o o d s ;  h o w e v e r ,  he 
s t i l l  r e t a i n s  t h i s  m ec h a n ism  s i n c e  i t  p r o d u c e s  t h e  o n l y  
a v a i l a b l e  " p u r e "  t h e o r y  o f  p u b l i c  f i n a n c e  u p o n  w h ic h  
a l l  d e r i v a t i v e  t h e o r e t i c a l  c o n s t r u c t i o n s  w ou ld  r e s t .
By u s i n g  t h i s  p u r e  m o d e l ,  B u c h a n an  t h i n k s  t h a t  we w i l l  h a v e  
a  y a r d s t i c k  t o  m e a s u r e  t h e  r e l e v a n c e  o f  an y  p a r t i c u l a r  
m o d e l .  I n  a s i m i l a r  way,  i n  p r i v a t e  goo d s  m o d e ls  we 
c o n v e n i e n t l y  u s e  t h e  a s s u m p t i o n  o f  p e r f e c t  c o m p e t i t i o n .
I t  must be understood, however, t h a t  the  cond i t ions  f o r  e f f i c i e n c y  i n  * 
n e i t h e r  c a s e  a r e  " n o r m a t i v e : "  t h e  s a t i s f a c t i o n  o f  
m a r g i n a l  c o n d i t i o n s  may o r  may n o t  r e p r e s e n t  s o c i a l l y  
d e s i r a b l e  o b j e c t i v e s .

Even i f  t h e  I t a l i a n  m odel  i s  r e j e c t e d
as b e i n g  t o o  a b s t r a c t ,  i t  c a n  a l w a y s  be r e s c u e d  by
t r a n s f o r m i n g  i t  t o  a  " n o r m a t i v e "  o n e .  B u ch a n a n  s p e c u l a t e s  t h i s

32f o r  De V i t i  De M a rc o " s  t h e o r y :

"The g r a n d  d e s i g n  o f  De V i t i  was . . . t o  a p p l y  t h e  
m a r g i n a l - p r o d u c t i v i t y  t h e o r y  o f  d i s t r i b u t i o n  t o  t h e  
f i s c a l  p r o b l e m .  T h i s  t h e o r y  i s ,  h o w e v e r ,  a n  e x p l a n a t i o n  
o f  t h e  w o r k i n g s  o f  t h e  p r i v a t e  m a r k e t  e c o n o m y , g i v e n  t h e  
a p p r o p r i a t e  i n s t i t u t i o n a l  f r a m e w o r k .  R e s o u r c e s  w i l l  
t e n d  t o  be  p a i d  i n  a c c o r d a n c e  w i t h  t h e i r  m a r g i n a l

( * ) This s e c t io n  i s  based on Buchanan's theory  as  expressed i n  Chapter 1 
of  h i s  Demand and Supply o f  Public  Goods.
32Buchanan's essay cited, pp. 43-44.
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p r o d u c t i v i t y .  But  t h e  e x t e n s i o n  o f  t h i s  s o r t  o f  a n a l y s i s  
t o  t h e  f i s c a l  p r o b le m  i n t r o d u c e s  a n o t h e r  d i m e n s i o n .
T h e r e  i s  n o t h i n g  i n h e r e n t  i n  t h e  w o r k i n g s  o f  t h e  
c o l l e c t i v e  c h o i c e - m a k i n g  p r o c e s s  t o  c a u s e  t h e  m a r g i n a l -  
p r o d u c t i v i t y  c r i t e r i a  t o  be  m e t .  T h i s  i s  t h e  g r e a t  
f a i l u r e  o f  t h e  De V i t i  m o d e l . . . . [The  De V i t i a n  a s s u m p t i o n  
o f  m a x im u m ]r e a l  s o c i a l  incom e c a n  b e  made o b j e c t i v e l y  
m e a n i n g f u l  o n l y  i f  t h e  d e c i s i o n - m a k i n g  pow er  i s  l o c a t e d  
i n  some [ r u l i n g  c l a s s ]  who c h o o s e s  t o  a c c e p t  t h i s  
c r i t e r i o n .  Once t h i s  i s  a d m i t t e d ,  t h e  p r o d u c t i v i t y  
c r i t e r i o n  l o s e s  much o f  i t s  a p p e a l  a n d  m e r i t .  De V i t i ' s  
t h e o r y  c a n  o n l y  be  r e s c u e d  i f  i t  i s  c h a n g e d  i n t o  a 
n o r m a t i v e  o n e .  I t  m u s t  be  p r e s u m e d  t o  d e f i n e  a  g o a l  
t o w a r d  w h i c h  c o l l e c t i v e  a c t i o n  s h o u l d  s t r i v e .  T h i s  
i n v o l v e s  t h e  a c c e p t a n c e  o f  c e r t a i n  v a l u e  j u d g m e n t s  
c o n c e r n i n g  s o c i a l  w e l f a r e . . . [which] must s t a t e  t h a t  the  
o n l y  c o r r e c t  e v a l u a t i o n  o f  r e a l  in co m e  i s  t h a t  p r o v i d e d  
by t h e  c u r r e n t l y  e x i s t i n g  v a l u e  s c a l e  e s t a b l i s h e d . "

But  t h i s  p r o b l e m  i s  n o t  p e c u l i a r  t o  t h e  I t a l i a n
m o d e l .  M o d ern  W e l f a r e  E c o n o m ics  , a s  f o r m a l i z e d  i n  t h e
" s o c i a l  w e l f a r e  f u n c t i o n "  t h e o r y  o f  B e r g s o n  a n d  S a m u e l s o n ,  u n d e r
w h ic h  t h e  s o c i a l  w e l f a r e  f u n c t i o n  i s  t o  be t a k e n  a s  g i v e n  t o  t h e
e c o n o m i s t  by some " a p p r o p r i a t e  a u t h o r i t y , "  s t i l l  a s s u m e s  t h a t
t h i s  f u n c t i o n  w i l l  n e c e s s a r i l y  e x h i b i t  m a r g i n a l - p r o d u c t i v i t y

33c h a r a c t e r i s t i c s  i n  t h e  P a r e t i a n  s e n s e .  The I t a l i a n  t r a d i t i o n

i s  v u l n e r a b l e  t o  c r i t i c i s m  w i t h  i t s  a s s u m p t i o n  o f  t h e  p r o d u c t i v i t y  
c r i t e r i o n  o f  t h e  S t a t e  e c o n o m ic  a c t i v i t y ,  b u t  i t  d o e s  n o t  f a r e ,  
i n  g enera l ,  any worse than Welfare E c o n o m i c s} w h ic h  h a s  b e e n  
d i s m i s s e d  by m o s t  p u b l i c  f i n a n c e  s p e c i a l i s t s  a s  a  p u r e l y

33J .  G. Head, Publ ic  Goods and Publ ic  Welfar e ,  Durham, North Carolina: 
Duke U nivers i ty  P ress ,  1974, p.  4.
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a c a d e m i c  e x e r c i s e  q u i t e  r e m o t e  f ro m  t h e  b u r n i n g  p o l i c y
34p r o b le m s  o f  o u r  a g e .  What s a v e d  W e l f a r e  E c o n o m ics  was

i t s  a u t h o r s '  c a r e f u l  r e s t r i c t i o n  o f  t h e i r  d i s c u s s i o n s  t o  t h e
c o n d i t i o n s  f o r  ( o r  d e f i n i t i o n  o f )  a n  i n c r e a s e  i n  t h e  f o l l o w i n g
m a g n i t u d e s :  " a g g r e g a t e  r e a l  income', '  ' p h y s i c a l  p r o d u c t i v i t y " ,  o r

' p r o d u c t i o n  o f  w e a l t h "  ( K a l d o r )  ; " r e a l  s o c i a l  i n c o m e " o r ' p r o d u c t i v e
35e f f i c i e n c y "  ( H i c k s ) ;  a n d  " p o t e n t i a l  r e a l  in c o m e "  ( S a m u e l s o n ) .

R e s t r i c t e d  t h i s  way,  t h e  I t a l i a n  d o c t r i n e  w o u ld  be much l e s s
c o n t r o v e r s i a l  an d  more  r e a d i l y  a c c e p t a b l e  i n  t h e  A n g l o - S a x o n
w o r l d .  C e r t a i n l y  i n  e v e r y  s o c i e t y  t h e r e  a r e  g r e a t  i n e q u a l i t i e s
o f  s a t i s f a c t i o n s  i n  t h e  p r i v a t e  econom y,  w h e r e a s  i n  t h e
p u b l i c  economy goo d s  c a n  be consumed w i t h o u t  c a u s i n g  an y
h a r d s h i p  t o  o t h e r  u s e r s :  t h e  m a in  r e a s o n  f o r  t h i s  s t r a n g e
ou tcom e i n  t h e  p u b l i c  economy t h a t  a p p a l l e d  W i e s e r  i s  a
p u r e l y  e c o n o m ic  o n e .  The r o a d  t o  f u l l e s t  t o t a l  s a t i s f a c t i o n
f ro m  b o t h  p r i v a t e  an d  p u b l i c  g o o d s ,  g o e s  t h r o u g h  t h e
r e a l m  o f  economia finanziaria. M o r e o v e r ,  t h e  s o l u t i o n s
a r e  c l o s e  a t  h a n d ,  s i n c e ,  a c c o r d i n g  t o  M a z z o l a ,  who -is

36r e f e r r i n g  t o  h i s  t h e o r y  o f  t o t a l  s a t i s f a c t i o n :

" . . .n o w  we have an exp lanat ion ,  and the  m er i t  
belongs t o [ t h i s ] t h e o r y  o f  "complementarity" 
of  pub l ic  goods."

■^Head's Public  Goods c i e t d ,  p.  4.

^ I b i d . , p.  13.
36Musgrave and Peacock's Classics...., p. 44.



CHAPTER 4

MODERN IMPLICATIONS OF THE ITALIAN
PUBLIC GOODS THEORY OF PUBLIC FINANCE

The two g a p s  o f  t h e  p o s t - M a r s h a l l i a n  a n d  p o s t -
P i g o v i a n  " n o r m a t i v e "  p u b l i c  f i n a n c e ,  n a m e l y ,  t h e  n e g l e c t
o f  t h e  e x p e n d i t u r e  s i d e  o f  t h e  f i s c a l  a c c o u n t  an d  t h e
n e g l e c t  o f  t h e  c o l l e c t i v e  d e c i s i o n  s t r u c t u r e ,  h a v e
f i n a l l y  come u n d e r  t h e  s c r u t i n y  o f  i m p o r t a n t  E n g l i s h -

1
l a n g u a g e  e c o n o m i s t s  i n  t h e  r e c e n t  p a s t .  A s h i f t  i n  
p a r a d i g m  w h ic h  h a s  o c c u r r e d  t h r o u g h  t h e  i n c o r p o r a t i o n  
o f  b o t h  o f  t h e s e  e l e m e n t s  t r a n s f o r m e d  p u b l i c  f i n a n c e  
f ro m  i t s  r e l a t i v e l y  m i n o r  r o l e  a s  o n e  among t h e  many 
f i e l d s  o f  a p p l i e d  m i c r o e c o n o m i c  t h e o r y  -  a k i n  t o  
i n d u s t r i a l  o r g a n i z a t i o n ,  a g r i c u l t u r a l  e c o n o m i c s  o r  l a b o r  
e c o n o m i c s  -  i n t o  " p u b l i c  e c o n o m i c s , "  w h i c h ,  a t  l e a s t

2
c o n c e p t u a l l y ,  i s  on a l l  f o u r s  w i t h  " p r i v a t e  e c o n o m i c s . "  
A l t h o u g h  t h e  S c a n d i n a v i a n  e f f o r t s ,  e s p e c i a l l y  t h o s e  of-  
W i c k s e l l  and  L i n d a h l ,  h a v e  b e e n  r e c o g n i z e d  a s  b e i n g  
i n s t r u m e n t a l  i n  a c h i e v i n g  t h i s  t r a n s f o r m a t i o n ,  t h e  t r u l y  
p h e n o m e n a l  c o n t r i b u t i o n s  o f  t h e  I t a l i a n s  h a v e  b e e n  
u n d e r s t a t e d .  Even B u c h a n a n ,  a  t r u e  c o n n o i s s e u r  o f  t h e  
C o n t i n e n t a l  a u t h o r s ,  w h i l e  e x a l t i n g  t h e  " m o s t  
s o p h i s t i c a t e d  c o n t r i b u t i o n s "  _ o f  W i c k s e l l  a n d  L i n d a h l ,

1
J .  M. Buchanan, "Public  Finance and Public  Choice," National  Tax 

J o u rn a l , Vol. XXVIII, No. 4,  Dec. 1975, pp. 383-394, p.  384.

^ I b i d . , pp. 383-383.
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d e f i n e s  t h e  c o n t r i b u t i o n s  o f  M a z z o l a ,  P a n t a l e o n i  a n d  de
V i t i  a s  " r u d i m e n t a r y  e f f o r t s  t o  a n a l y z e  t h e  p u b l i c

3
economy w i t h i n  a n  e x c h a n g e  f r a m e w o r k . "

The I t a l i a n  c o n t r i b u t i o n s  t o  P u b l i c  F i n a n c e ,  
a n d  e s p e c i a l l y  t h a t  o f  M a z z o l a ,  w ere  n e i t h e r  r u d i m e n t a r y  
n o r  f u t i l e .  As f o r  t h e  f u t i l i t y ,  W i c k s e l l  h i m s e l f  v i e w e d  
t h e  w ork  o f  M a z zo la  a s  a p r o p e l l i n g  f a c t o r  f o r  h i s  q u e s t  
o f  a n o r m a t i v e  b e n c h m a rk  ( t h e  " u n a n i m i t y "  r u l e )  t o  
c o m p l e t e  t h e  p o s i t i v e  a n a l y s i s  o f  t h e  f i s c a l  p r o c e s s  
i n i t i a t e d  by t h e  I t a l i a n s .  As t o  t h e  " r u d i m e n t a r y "  
c h a r a c t e r  o f  t h e  I t a l i a n  e f f o r t s ,  i t  c a n  b e  shown t h a t  
M a z z o l a ' s  e q u i l i b r i u m  c o n d i t i o n s  o f  t h e  p u b l i c  economy 
a r e  i d e n t i c a l ,  f o r  e x a m p l e ,  t o  t h o s e  o f  B u ch a n a n  e x p o u n d e d  
i n  h i s  The Demand and  S u p p ly  o f  P u b l i c  Goods ( 1 9 6 8 ) .
A l l  i t  n e e d s  t o  be d o n e  i s  t o  a p p l y  m a t h e m a t i c a l  n o t a t i o n  
t o  M a z z o l a ' s  r a t h e r  n a r r a t i v e  m o d e l ,  t o  which I  now tu rn .

A c c o r d i n g  t o  M a z z o l a ,  t h e  i n d i v i d u a l  c i t i z e n  
d e r i v e s  h i s  " t o t a l "  u t i l i t y  f ro m  c o n s u m in g  p u b l i c  a n d  
p r i v a t e  g o o d s  s i m u l t a n e o u s l y .  I n  o t h e r  w o r d s ,  t h e  t o t a l  
u t i l i t y  o f  e a c h  i n d i v i d u a l  w o u ld  r e f l e c t  a  p e r c e i v e d  n e e d  
f o r  p u b l i c  g o o d s  an d  a  n e e d  f o r  p r i v a t e  g o o d s ;  c o n s e q u e n t l y ,  

he  w o u ld  t r y  t o  e q u a l i z e  t h e  m a r g i n a l  b e n e f i t s  o f  t h e  two 
t y p e s  o f  g o o d s ,  an d  i n  e q u i l i b r i u m  t h e  r a t i o  o f  t h e  p r i c e s  
o f  t h e  f o r m e r  goods  ( h e n c e  t h e i r  u t i l i t y )  w o u ld  
be e q u a l  t o  t h e  r a t i o  o f  t h e  c o m p o n e n t s  o f  t h e  
t o t a l  e x p e n d i t u r e  o f  t h e  i n d i v i d u a l .  S y m b o l i c a l l y ,

3Buchanan's "Public Finance and Public Choice"article cited, p. 384.
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t h e n ,  M a z z o la  e n v i s a g e s  t o t a l  u t i l i t y  a s :

1 1 1 1  
B = B1 (x£  , x£ )

w h e r e :  B^ = t o t a l  b e n e f i t  o f  i n d i v i d u a l  1 ;
X. = b e n e f i t  o f  . p r i v a t e  g o o d ,  a s  

p e r c e i v e d  by i n d i v i d u a l  1 ;  a n d ,
X~ = b e n e f i t  o f  p u b l i c  g o o d ,  a s  p e r c e i v e d  

by i n d i v i d u a l  1 .

The t o t a l  c o s t  w o u ld  b e :

1 1 1 1  
C = C ( x £  , x £ )

w h e r e :  X^ = p r i c e  o f  p r i v a t e  good  f o r
i n d i v i d u a l  1 ;  a n d ,

1
X2 = p r i c e  o f  p u b l i c  good  f o r  

i n d i v i d u a l  1 .

A ssum ing  t h a t  i n d i v i d u a l  1 d e v o t e s  a f i x e d  am ount  
o f  incom e t o  t o t a l  c o n s u m p t i o n  o f  g o o d s ,  p u b l i c  a n d  p r i v a t e ,  
t h e  c o s t  f u n c t i o n  a b o v e  c a n  be  v i e w e d  a s  a  t r a n s f o r m a t i o n  
f u n c t i o n  i n d i c a t i n g  t h e  r a t e  a t  w h i c h  t h e  p r i v a t e  good  c a n  
be t r a n s f o r m e d  i n t o  t h e  p u b l i c  g o o d ,  an d  v i c e  v e r s a .  M a z z o la  
g o e s  i n t o  much d e t a i l  t o  e l a b o r a t e  on t h i s  i s s u e  u n d e r  t h e  
r u b r i c  o f  " c o m p l e m e n t a r i t y  o f  p u b l i c  g o o d s . "  A c c o r d i n g  t o  
h im ,  t h e  i n d i v i d u a l  w i l l  e q u a l i z e  t h e  m a r g i n a l  b e n e f i t  and  t h e  
m a r g i n a l  c o s t  ( o r  t h e '  m a r g i n a l  r a t e  o f  t r a n s f o r m a t i o n )  o f  
two g o o d s .  T h a t  i s ,  t h e  c o n d i t i o n  f o r  i n d i v i d u a l  m a r g i n a l  
a d j u s t m e n t  i s  t h e  f a m i l i a r  one  e x p o u n d e d  by  P a n t a l e o n i  
i n  1883 :
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c) B1 ^ C 1

"c>X̂  ^
  _    =  0

^  B1 . 1  C1

^4  ^ X2

By u s i n g  l o w e r - c a s e  b ' s  a n d  c ' s ,  a s  B u c h a n a n  d o e s  
i n  h i s  w o rk ,  t o  i n d i c a t e  the  p a r t i a l  d e r i v a t iv e s ,  we can s implify :

b 1 1
x2 c x2

=  0
K1
b X± Xx

w h e r e : b^

•X2
i s  th e  marginal r a t e  o f

b^ s u b s t i t u t i o n  b e t w e e n  t h e
y

1 p u b l i c  good a n d  t h e  p r i v a t e  
good  f o r  i n d i v i d u a l  1 ;  a n d  ,

1c
x 2

i s  t h e  m a r g i n a l  r a t e  o f  
1 t r a n s f o r m a t i o n  b e t w e e n  t h ec

X^ p u b l i c  good a n d  t h e  p r i v a t e  
good  f o r  i n d i v i d u a l  1 .

B e c a u s e  o f  t h e  s u m m a t iv e  n a t u r e  o f  t h e  b e n e f i t  
e m a n a t i n g  f ro m  t h e  p u b l i c  g o o d ,  t a k i n g  two i n d i v i d u a l  t o g e t h e r :
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w h e re  t h e  two i t e m s  on t h e  l e f t  s i d e  i n d i c a t e  t h e  
m a r g i n a l  r a t e s  o f  s u b s t i t u t i o n  f o r  i n d i v i d u a l s  1 an d  2 ,  and  

c
X2

w h ere  -----------  i s  t h e  r a t i o  o f  t h e  t o t a l  o u t l a y s  o f

i n d i v i d u a l s  1 an d  2 .

T h a t  i s ,  f o l l o w i n g  M a z z o l a ' s  d e d u c t i o n ,  one
c o n c l u d e s  t h a t  t h e  sum o f  t h e  m a r g i n a l  r a t e s  o f  s u b s t i t u t i o n
b e t w e e n  t h e  p u b l i c  g o o d  an d  t h e  p r i v a t e  good i s  e q u a l  t o
t h e  goods* m a r g i n a l  c o s t ,  o r  more  p r o p e r l y ,  t h e  goods* m a r g i n a l
r a t e s  o f  t r a n s f o r m a t i o n .  T h i s  i s  e x a c t l y  t h e  same

4
c o n c l u s i o n  t h a t  B u c h a n a n  a r r i v e s  i n  1968 :

w h e re  t h e  l o w e r - c a s e  u ' s  an d  f  a r e  t h e  e q u i v a l e n t  
o f  M a z z o l a ' s  b ' s  an d  c ;  s u b s c r i p t s  t  a n d  c r e f e r  t o

4
Buchanan's The Demand and Supply of Public Goods cited, pp. 18-22.
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two i n d i v i d u a l s ,  T i z i o  an d  C a i o ,  one  o f f e r i n g  a  p u b l i c  
good  t o  t h e  o t h e r ;  a n d ,  a n d  r e f e r  t o  t h e  p u b l i c
and  p r i v a t e  g o o d s  r e s p e c t i v e l y .

A c t u a l l y ,  t h e  n o t i o n  t h a t  t h e  m a r g i n a l  b e n e f i t s  
s h o u l d  e q u a l  t h e  m a r g i n a l  c o s t  i n  t h e  p u b l i c  economy was 
f i r s t  f o r m a l i z e d  i n  t h e  E n g l i s h - l a n g u a g e  e c o n o m ic  l i t e r a t u r e  
by S a m u e l s o n  i n  h i s  1954  p a p e r . ^  S a m u e l s o n ' s  m odel  o f  t h e  
"dem and"  o f  p u b l i c  g o o d s  i s  a l s o  b u i l t  u n m i s t a k a b l y  on 
M a z z o l a ' s  p r e m i s e s ,  c o m p l e t e  w i t h  t h e  a s s u m p t i o n s  o f  
ind iv idua l  v a lu a t io n ,  n o n - e x c l u d a u i l i t y  a n d  n o n - r i v a l r y ,  b u t  
v e e r s  f ro m  t h e  I t a l i a n  p a r a d i g m  by a l l o w i n g  a s o c i a l  
w e l f a r e  f u n c t i o n  f o r  t h e  d i s t r i b u t i o n  o f  t a x  s h a r e s .  H is  
m a t h e m a t i c a l  e x p o s i t i o n  d e a l s  w i t h  two i n d i v i d u a l s  h o l d i n g  
a g i v e n  p r i v a t e  good  a n d  a  j o i n t l y - c o n s u m e d  p u b l i c  g o o d ,  
an d  s h o w s ,  a s  e x p o u n d e d  74 y e a r s  ago  by M a z z o l a ,  t h a t  t h e  
sum o f  t h e  m a r g i n a l  b e n e f i t s  o f  two i n d i v i d u a l s  e q u a l s  
m a r g i n a l  c o s t  i n  t h e  p u b l i c  econom y.

The c r u x  o f  t h e  m a t t e r  i s  t h a t  S a m u e l s o n ,  in  

e f f e c t ,  has extended the  theory o f  p u b l i c  go o d s  t o  m odern

'’b . A. Samuelson, "The Pure Theory o f  Publ ic  Expenditure ,"  Review o f  
Economics and S t a t i s t i c s , XXXVI, Nov. 1954, pp. 387-389.
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w e l f a r e  e c o n o m i c s .  I n  t h i s  way,  a l t h o u g h  n o t  g i v e n  p r o p e r  
c r e d i t ,  M a z z o l a ' s  m o d e l  h a s  t a k e n  a  c e n t r a l  p l a c e  i n  
m o d e rn  f i s c a l  t h e o r y .  E x p an d ed  by t h e  u s e  o f  a g i v e n  
s o c i a l  w e l f a r e  f u n c t i o n ,  t h a t  i s ,  t r a n s f o r m e d  i n t o  a  
" n o r m a t i v e "  c h a r a c t e r ,  M a z z o l a ' s  m ode l  o f  p u b l i c  goo d s  
i s  shown t o  be  i n s t r u m e n t a l  i n  p r o d u c i n g  a n  e q u i l i b r i u m  
i n  t h e  p u b l i c  econom y.

I n  s p i t e  o f  t h i s  a c h i e v e m e n t ,  h o w e v e r ,  t h e  t h e o r y  
o f  p u b l i c  g o o d s  per se i s  s t i l l  a n a t h e m a  t o  t h e  t y p i c a l  
E n g l i s h - l a n g u a g e  e c o n o m i s t .  I t  i s  s t a t e d ,  f o r  e x a m p l e ,  
t h a t : ^

" [ t ] h e  theory  o f  pub l ic  goods . . . .remains,  even a f t e r  
the  courageous at tempts  o f  Buchanan and o th e r s ,  a  theory  
devoid o f  any decision making mechanism . In  o th e r  
words, the  theo ry  i s  s t i l l  mainly an ex is tence  theorem 
of  welfare  economics concen t ra t ing  almost exc lus ive ly  
on th e  d e f i n i t i o n  o f  equ i l ib r ium  co n d i t io n s ,  and the  
refinements  and g e n e r a l iz a t io n s  which have occupied 
re sea rche rs  i n  more r ec en t  years  have done scarce ly  
anyth ing t o  remove t h i s  c r ip p l in g  and fundamental 
emptiness .  The theory  as  i t  now s tands ,  does not  shed 
any l i g h t  on th e  problems o f  c o l l e c t i v e  choices o r ,  t o  
put i t  d i f f e r e n t l y ,  i t  i s  s t i l l  without  an i n s t i t u t i o n a l  
c o u n te rp a r t . ' 1

The e x te n t  o f  the  m i s u n d e r s t a n d i n g  p r e s e n t  i n  t h i s  
a r g u m e n t  i s  q u i t e  s e r i o u s .  F i r s t ,  t h e  I t a l i a n  m o d e l ,  w h ic h  
i s  b a s e d  s q u a r e l y  on t h e  p u b l i c  g o o d s  c o n c e p t  
b e i n g  c r i t i c i z e d  a b o v e ,  a c t u a l l y  p u t s  s t r o n g  e m p h a s i s

£
A. Breton, The Economic Theory o f  Represen ta t ive  Government, Chicago: 

Aldine Publ ish ing  Co.,  1974, p.  4.  Emphasis i n  the  o r i g i n a l .
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on p o l i t i c a l  a s s u m p t i o n s  n e c e s s a r y  t o  r e n d e r  t h e  m ode l  a 
w o r k a b l e  o n e .  As p r e s e n t e d  i n  t h e  p r e v i o u s  c h a p t e r s ,  
a l t h o u g h  n o t  e l a b o r a t e d  s p e c i f i c a l l y  by M a z z o l a ,  de V i t i ' s  
and  P a n t a l e o n i ' s p o l i t i c a l  a s s u m p t i o n s ,  an d  t h e  l a t e r  
e l a b o r a t i o n s  o f  B a r o n e ,  C o s c i a n i  an d  E i n a u d i , h a v e  i n d i c a t e d  
t h e  n e e d  f o r  e x a m i n i n g  s i m u l t a n e o u s l y  t h e  p r o f f e r e d  c o n d i t i o n s  
o f  e c o n o m ic  e f f i c i e n c y  and  t h e  p r o p o s e d  p o l i t i c a l  p r o c e s s  -  
w h ic h  m i g h t  n o t  n e c e s s a r i l y  f o l l o w  t h e  i d e a l  A n g l o - S a x o n  
d e m o c r a t i c  i n s t i t u t i o n s .  T h i s  i s  n o t  t o  s a y  t h a t  t h e  I t a l i a n  
m odel  i s  n o n - d e m o c r a t i c : a l t h o u g h  i t  m ig h t  seem t o  be  n o n -  
d e m o c r a t i c  i n  t h e  p a r t i c i p a t o r y  d e m o c r a t i c  sense* b e c a u s e  o f  
t h e  r u l i n g  c l a s s  f e a t u r e  t h a t  i t  c o n t a i n s ,  t h e  I t a l i a n  m odel  
i s  n e v e r t h e l e s s  i n  ha rm ony  w i t h  t h e  p r i n c i p l e s  o f  r e p r e s e n t a ­
t i v e  g o v e r n m e n t .  Even i n  t h e  m odern  A n g l o - S a x o n  d e m o c r a c i e s ,  
a  g r o u p  ,of p o l i t i c i a n s  a r e  g i v e n  a m a n d a te  by t h e  e l e c t o r a t e  
f o r  a  g i v e n  t e r m .  The I t a l i a n  m o d e l ,  i n  c o n t r a s t  w i t h  i t s  
A n g l o - S a x o n  c o u n t e r p a r t ,  a l w a y s  s p e l l s  o u t  t h e  s e t  o f  f i s c a l  
and  p o l i t i c a l  i n s t i t u t i o n s  a s su m e d  t o  be i n s t r u m e n t a l  i n  
a c h i e v i n g  e co n o m ic  e q u i l i b r i u m  i n  t h e  p u b l i c  econom y,  
and  i t  m a i n t a i n s  t h a t  t h e s e  i n s t i t u t i o n s  a r e  s u b j e c t  t o  c h a n g e ,  
e x c e p t  f o r  t h e  c a r d i n a l  p r i n c i p l e  t h a t  t h e  g o v e r n m e n t  i s  
r e c e p t i v e  t o  p o l i t i c a l  an d  e c o n o m ic  s i g n a l s  com ing  f ro m  t h e  
e l e c t o r a t e .  I n  h i s  w ay ,  t h e  I t a l i a n s  h av e  d e a l t  w i t h  t h e  
i m p l i c a t i o n s  o f  any  g i v e n  p o l i t i c a l  s t r u c t u r e s  a n d / o r  f i s c a l  
i n s t i t u t i o n s ,  f o r  b o t h  t h e  t a x  an d  t h e  e x p e n d i t u r e  s i d e s  o f  
t h e  f i s c a l  a c c o u n t ,  much more e f f e c t i v e l y  t h a n  t h e i r  A n g l o -  
S axon  o r  C o n t i n e n t a l  c o u n t e r p a r t s .

S e c o n d ,  t h e  e x p a n d e d  v e r s i o n  o f  t h e  t h e o r y  o f  p u b l i c  
go o d s  g i v e s  t h e  f i n a n c i a l  e c o n o m i s t  c o n s i d e r a b l e  l e e w a y  
b e t w e e n  t h e  p o s i t i v e  a n d  n o r m a t i v e  modes o f  a n a l y s i s .
J o h a n s e n , f o r  e x a m p l e ,  a n a l y z e s  t h e  N o rw e g ia n  econom y,  
f i r s t  by b u i l d i n g  a w o r k a b l e  p o s i t i v e

^Buchanan's "Public Finance and Public Choice" articele cited, p. 385.
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m odel  o f  p u b l i c  economy b a s e d  on  p u b l i c  g o o d s  t h e o r y  
and  t h e n  by i n t r o d u c i n g  f a c t s  an d  f i g u r e s  f ro m  Norway t o  
c l a r i f y  p o i n t s  o f  p r i n c i p l e ,  a n d  t o  i l l u s t r a t e  t h e  p r a c t i c a lg
i m p o r t a n c e  o f  t h e  p r o b l e m s  t r e a t e d .  I n  t h i s  way,  t h e  p u b l i c  
goo d s  t h e o r i s t  c a n  go much f u r t h e r  i n  t h e  a n a l y s i s  o f  t h e  
p u b l i c  economy t h a n  h i s  A n g l o - S a x o n  c o u n t e r p a r t  whose a n a l y s i s  
w i l l  n o t  go a n y  f a r t h e r  t h a n  s t u d y i n g  t a x  i n c i d e n c e  a n d  s h i f t i n g .

B r e t o n ' s  p o s i t i o n  h a s  m e r i t  o n l y  i n  t h e  s e n s e  
t h a t  t h e  I t a l i a n  p u b l i c  g o o d s  t h e o r y  d o e s  n o t  o f f e r  an  
o p e r a t i o n a l  r u l e ;  u n f o r t u n a t e l y ,  t h e  A n g l o - S a x o n  f i s c a l  
t h e o r y  d o e s  n o t  o f f e r  i t  e i t h e r .  As f o r  t h e  S c a n d i n a v i a n  
t h e o r y ,  W i c k s e l l ' s  an d  L i n d a h l ' s  c o n t r i b u t i o n s  h a v e  a l s o  
f a l l e n  s h o r t  o f  a n  o p e r a t i o n a l  r u l e  i n  t h a t  t h e  u n a n i m i t y  
r u l e  ( W i c k s e l l )  i s  e q u a l l y  i m p r o b a b l e  as  the  pseudo-tax scheme 
(L indah l)w hereby  t h e  e l e c t o r a t e  r e a l l o c a t e s  t h e  " w e i g h t s "  
o f  t h e  o p t i m a l  e x t e n t  o f  t h e  p u b l i c  e x p e n d i t u r e .  I n  o t h e r  
w o r d s ,  a l t h o u g h  t h e  S c a n d i n a v i a n  d o c t r i n e  a p p e a r s  more  
p a l a t a b l e  t o  t h e  A n g l o - S a x o n  s t u d e n t  o f  p u b l i c  f i n a n c e  
b e c a u s e  o f  i t s  c h a r a c t e r i s t i c  o f  " i n t e r n a l i z a t i o n , "  t h e  l a c k  
o f  an  o p e r a t i o n a l  r u l e  i s  p r e s e n t  i n  a l l  f i s c a l  t h e o r i e s .

F o r t u n a t e l y ,  t h e  t h e o r y  o f  p u b l i c  g o o d s  i s  r e a c h i n g
9

a new s t a g e .  As v i e w e d  by B u c h a n a n :

" In d iv id u a ls ,  recogniz ing  the  f a i l u r e  of  
voluntary-exchange o rg an iza t io n ,  but  a l so  
continuing t o  recognize the  presence o f  mutual 
ga ins- f rom -trade  i n  pu b l ic  goods, may propose [any]
" ru le s  changes" t h a t  w i l l  so modify the  condi t ions  
fo r  in d iv id u a l  choice as t o  secure  a t  l e a s t  some 
i f  n o t  a l l  th e  ga ins- f rom -trade  t h a t  a re  promised.
This s tage  involves  [ f i r s t ]  the  l o g i c a l  d e r iv a t io n  
of  f i s c a l  systems as  a  p a r t  of  th e  whole p o l i t i c a l

O
L. Johansen, Publ ic  Economics, Chicago: . Rand Me Nally  & Company,

1968, p.  ix .

^Buchanan's The Demand and Supply of Public Goods cited, p. 199.
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o r d e r . . . Land, second, the  d e r iv a t io n  o f  a c o n s t i t u t i o n a l  
system] t h a t  d e s c r i b e s . . . the  r u l e s  concerning the  
making o f  budgetary choices  i n  a l l  a sp ec t s .  These 
mast include r u l e s  f o r  decid ing  among a l t e r n a t i v e  
proposals  t h a t  might be presen ted ,  ru le s  f o r  s e l e c t in g  
which goods and se rv ices  a re  t o  be supplied p u b l ic ly  
r a t h e r  than p r iv a t e ly ,  r u le s  f o r  determining the  
c h a r a c t e r i s t i c s  and th e  ex ten t  o f  p rov is ion  f o r  those  
goods and se rv ic e s  t h a t  a re  t o  be p r iv a t e ly  supplied ,  
and, f i n a l l y ,  r u l e s  f o r  a l l o c a t i n g  the  co s ts  
o f  th ese  p u b l ic ly - su p p l ied  goods and se rv ices  
among in d iv id u a ls  and groups i n  th e  whole 
community.. .This ex tens ion  o f  [ the  publ ic  goods] 
theory  to  the  an a ly s is  o f  a l t e r n a t i v e  ru le s  
o r  i n s t i t u t i o n s  i s  more n a tu r a l  i n  a  "p o s i t iv e "  
than  i n  a  "normative" approach."

B u c h a n a n ' s  s t a t e m e n t  a b o v e  i s  p e r f e c t l y  
e q u i v a l e n t  t o  t h e  p o s i t i o n  h e l d  by d e  V i t i  a n d  M a z z o la  
i n  s t r e s s i n g  t h e  i m p o r t a n c e  o f  " p u r e "  P u b l i c  F i n a n c e  
i n  p r o v i d i n g  t h e  f r a m e w o r k  w i t h i n  w h i c h  a c t u a l  f i s c a l  
phenom ena  w o u ld  be a n a l y z e d .  C o n s e q u e n t l y ,  t h e  
c r i t i c i s m  t h a t  t h e  p u b l i c  g o o d s  a p p r o a c h  " . . . d o e s  
n o t  s h e d  a n y  l i g h t  on t h e  p r o b le m s  o f  c o l l e c t i v e  
c h o i c e s  o r ,  [ t h a t ]  . . . i t  s t i l l  w i t h o u t  a n  i n s t i t u t i o n a l  
c o u n t e r p a r t "  i s  a n  i d l e  o b j e c t i o n .  The p u b l i c  goo d s  
a p p r o a c h  h a s  b e e n  e n r i c h e d  by i n c o r p o r a t i n g  t h e  many 
v i e w s  o f  c o l l e c t i v e  c h o i c e ,  t r a n s a c t i o n  c o s t s ,  an d  a. gamut  
o f  d e c i s i o n  r u l e s .  I t  h a s  a c h i e v e d  t h i s  b e c a u s e  o f  i t s  
s u r p r i s i n g  c o n s i s t e n c y  w i t h  t h e  " n o r m a t i v e "  o p t i m a l i t y  
c o n d i t i o n s  o f ,  s a y ,  P a r e t o ,  B e r g s o n ,  Downs, o r  B u c h a n a n  and  
T u l l o c k .  The p u b l i c  f i n a n c e  a n d  c o l l e c t i v e  c h o i c e  l i t e ­
r a t u r e  i s  now r i c h  w i t h  m o d e l s  on  v o t i n g  ( R i k e r ,  K ra m e r ,
Sai, N i t z a n )  , on  c o n s t i t u t i o n a l  r u l e s  ( B u c h a n a n ,  T u l l o c k ,  
M u e l l e r ) ,  a n d  on  t h e  " s u p p l y "  o f  p u b l i c  g o o d s  (Downs, 
N i s k a n e n ,  L i n d s a y ) ,  a l l  o f  w h ic h  co m p le m e n t  t h e  p u b l i c  goods
a p p r o a c h ,  w h i c h  i s  m a i n l y  b a s e d  on t h e  "dem and"  f o r  s u c h

( * )go o d s  by t h e  e l e c t o r a t e .  To e l a b o r a t e  on t h e s e

( * ) See re fe rences  a t  the  end of  t h i s  chap te r .
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c o n t r i b u t i o n s  i s  bey o n d  t h e . s c o p e  o f  t h i s  d i s s e r t a t i o n .  
H ow ever ,  w i t h  t h e  u s e  o f  a n  e x a m p l e ,  I  w i l l  a t t e m p t  t o  
d e m o n s t r a t e  t h a t  t h i s  i n t e g r a t e d  a p p r o a c h  i s  p r e f e r a b l e  
t o  t h e  A n g l o - S a x o n  c o u n t e r p a r t ,  w h i c h  s t i l l  n e g l e c t s ,  by 
a n d  l a r g e ,  t h e  e x p e n d i t u r e  s i d e  o f  t h e  b u d g e t a r y  p r o c e s s  
and  t h e  c o l l e c t i v e  c h o i c e  p r o c e s s  i n  t a c k l i n g  a n  a c t u a l  
p o l i c y  i s s u e .

The A n g lo - S a x o n  t h e o r y  o f  p u b l i c  f i n a n c e  
h a s  d e v e l o p e d  m a i n l y  a l o n g  two l i n e s  o f  i n q u i r y ,  b o t h  . 
b a s e d  on t h e  t a x  s i d e .  The f i r s t ,  t h e  " p o s i t i v e "
i n q u i r y ,  c o n s i s t e d  o f  t r a c i n g  t h e  e f f e c t s  o f  t a x e s  on t h e  
c i t i z e n s '  w e l f a r e  by a p p l y i n g  t h e  m e th o d s  o f  M a r s h a l l i a n  
e c o n o m i c s .  A g a i n ,  b e c a u s e  t h e  e x p e n d i t u r e  s i d e  o f  t h e  
f i s c a l  a c c o u n t  was g r o s s l y  n e g l e c t e d  a n d  t h e  c o l l e c t i v e  
c h o i c e  c o n s i d e r a t i o n s  w ere  a l m o s t  n o n e x i s t e n t ,  t h e  A n g l o -  
Saxon  " p o s i t i v e "  a n a l y s i s  a m o u n te d  t o  no  more  t h a n  t h e  
a n a l y s i s  o f  t a x  i n c i d e n c e  a n d  s h i f t i n g .  The s e c o n d  l i n e  o f  
i n q u i r y  d e a l t  w i t h  t e s t i n g  t h e  d e s i r a b i l i t y  o f  a  t a x ,  o l d  
o r  new, a g a i n s t  a s e t  o f  " n o r m a t i v e "  c r i t e r i a  c u l l e d  f rom  
S i d g w i c k ,  E d g e w o r th  a n d  P i g o u .  A t a x  t h a t  p r o v e d  t o  be 
r e g r e s s i v e ,  f o r  e x a m p l e ,  was n o t  a c c e p t a b l e  s i n c e  i t  d i d  n o t  
c o n f o rm  w i t h  t h e  p r i n c i p l e  o f  a b i l i t y  t o  p a y .  T h i s  
n o r m a t i v e  d i s c u s s i o n  was much l e s s  r i g o r o u s  i n t e l l e c t u a l l y  
t h a n  t h e  p o s i t i v e  a n a l y s i s  o f  t a x  i n c i d e n c e  a n d  s h i f t i n g ,  a n d ,  
i n d e e d ,  t h e  n o r m a t i v e  t r e a t m e n t  o f  t a x a t i o n  among 
E n g l i s h - l a n g u a g e  e c o n o m i s t s  was a l m o s t  a  h a l f - c e n t u r y  
o u t  o f  p h a s e  w i t h  t h e  more  s o p h i s t i c a t e d  d i s c u s s i o n  o f  
t h e  E u r o p e a n  c o n t i n e n t ,  w h ic h  i n c l u d e d  t h e  two m i s s i n g
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c o m p o n e n t s  o f  t h e  f i s c a l  p r o c e s s .

Many t a x  r e f o r m s  f a i l e d  t o  m a t e r i a l i z e  i n  
E n g l a n d  b e c a u s e  one  o r  b o t h  o f  t h e s e  c o m p o n e n t s  w ere  
n e g l e c t e d  i n  t h e  a n a l y s i s .  As f o r  t h e  e x p e n d i t u r e  s i d e ,  
some t a x  p r o p o s a l s  w e r e  r e j e c t e d  e i t h e r  b e c a u s e  t h e y  
d i d  n o t  f u l l y  a g r e e  w i t h  some " p r i n c i p l e s "  o f  t a x a t i o n ,  
o r  b e c a u s e  t h e  b l a t a n t l y  s t a t i c  " p o s i t i v e "  a n a l y s i s  o f  
t h e  p a r t i c u l a r  t a x  i n  q u e s t i o n  (made i n  i s o l a t i o n  f ro m  t h e  
e x p e n d i t u r e  s i d e )  p r o v e d  t o  e n t a i l  e x c e s s  b u r d e n  on 
some t a x p a y e r s ,  o r  t o  h a v e  u n d e s i r a b l e  e f f e c t s  on 
p r i v a t e  s a v i n g ,  f a i l i n g  t o  e m p h a s i z e  t h e  d e s i r a b l e  
e f f e c t s  t h a t  t h e  e x p e n d i t u r e  p r o c e s s  m i g h t  b r i n g  a b o u t .
A p r o p o s a l  e n v i s a g i n g  a  t a x  s u c h  a s  t h e  U .S .  S o c i a l  
S e c u r i t y  l e v y ,  f o r  e x a m p l e ,  w ou ld  be  r e j e c t e d  on t h e  s p o t  
b e c a u s e  t h e  p o s i t i v e  a n a l y s i s  w o u ld  p r o v e  t h a t  i t  was a
r e g r e s s i v e  o n e ,  t h e r e f o r e  u n a c c e p t a b l e  f ro m  a n o r m a t i v e

( * )p o i n t  o f  v i e w .

As f o r  t h e  c o l l e c t i v e  c h o i c e  f r o n t ,  D a l t o n ' s  
1946 p r o p o s a l  o f  a  new i n h e r i t a n c e  t a x  t o  r e p l a c e  t h e  
a n t i q u a t e d  U.K.  D e a t h  D u ty ,  f o r  e x a m p l e ,  d i e d  on  t h e  Par liament 
f l o o r  because o f  i t s  proponents '  i n a b i l i t y  t o  s e t  i n  motion 
a n  a u s p i c i o u s  p o l i t i c a l  p r o c e s s .  A l t h o u g h  t h e  " p o s i t i v e "  
a n a l y s i s  p r o v e d  t h a t  t h e  p r o p o s e d  i n h e r i t a n c e  t a x  w o u ld  be 
much l e s s  h a r m f u l  t o  p r i v a t e  s a v i n g  an d  w o u ld  p r o d u c e  a 
l e s s  h e a v y  b u r d e n  on t h e  r e l e v a n t  p a r t i e s ,  t h e  p r o p o s a l ,  
b a s i c a l l y  a  R i g n a n o  Scheme +  ̂ c o u l d  n o t  surmount c r i t i c i s m  on

10Buchanan's 1975 a r t i c l e  c i t e d ,  p.  384.

Buchanan makes t h i s  p o in t  i n  the  above mentioned a r t i c l e .

^ a s  w i l l  be explained i n  the s e c t io n  following the  n ex t .
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p o l i t i c a l  g r o u n d s .  The E n g l i s h  P a r l i a m e n t  a t t a c k e d  t h e
o b v i o u s  f e a t u r e  o f  t h e  R ig n a n o  Schem e,  w h ic h  was i t s
o b j e c t i v e  o f  a c h i e v i n g  a  more  e q u a l  d i s t r i b u t i o n  o f
w e a l t h ,  f a i l i n g  t o  r e a l i z e  t h a t  a  more  e q u a l  d i s t r i b u t i o n
o f  w e a l t h  m u s t  be c o n s i d e r e d  a  p u b l i c  good i n  an y  

( * )s o c i e t y .  By s e t t l i n g  f o r '  w h a t  was a l r e a d y  i n  e f f e c t ,
i t  c o n f i r m e d  W i c k s e l l ' s  d i c t u m  t h a t  any  a c t i o n ,  b u t
e s p e c i a l l y  a n  a c t i o n  i n  t h e  i n h e r i t a n c e  t e r r i t o r y ,  t a k e n
i n  t h e  name o f  " . . . j u s t i c e  i n  t a x a t i o n  t a c i t l y
p r e s u p p o s e s  j u s t i c e  i n  t h e  e x i s t i n g  d i s t r i b u t i o n  o f

11p r o p e r t y  an d  i n c o m e . "  The R ig n a n o  p r o p o s a l  i n
E n g l a n d  h a s  shown t h a t  e v e n  a  t a x  t h a t  p a s s e d  t h e  
n o r m a t i v e  an d  p o s i t i v e  m u s t e r s ,  c o u l d  s t i l l  be  r e j e c t e d  
i f  c o l l e c t i v e  c h o i c e  f a c t o r s  h a v e  n o t  b e e n  m o b i l i z e d  
s u f f i c i e n t l y .  The f o l l o w i n g  s e c t i o n s  w i l l  e l a b o r a t e  on 
t h e  i s s u e s  c o n c e r n i n g  t h i s  i n h e r i t a n c e  t a x  p r o p o s a l ,  
a s  t h e y  came up  i n  E n g l a n d  r i g h t  a f t e r  t h e  L a b o u r  P a r t y ' s  

v i c t o r y  i n  1 9 4 6 .

( * ) Kalt  and Zupan argue t h a t  pure ideology i n  vo te rs  and t h e i r  
r e p re s e n ta t iv e s  can be construed  as  having c o l l e c t i v e  good 
c h a r a c t e r i s t i c s  s ince  pure ideology,  i f  i t  e x i s t s  a t  a l l ,  i s  
the  m an i fe s ta t io n  o f  a l t r u i s m  i n  the  p o l i t i c a l  s e c to r .  F i r s t ,  the  
success fu l  promotion of  an  ideology may give  in d iv id u a ls  the  s a t i s f a c t i o n  
o f  knowing t h a t  they  have concre te ly  improved the  l o t  o f  o th e r s .  Second, 
even i f  the  p u r s u i t  o f  ideology has no e f f e c t  on o th e r s ,  i n d iv id u a ls  
may de r ive  s a t i s f a c t i o n  from having done the  r i g h t  th in g .  (See foo tno te  
22 on page 100 f o r  D a l to n 's  s tand on t h i s  l a s t  p o in t . )  This p reference  
f o r  a p a r t i c u l a r  d i s t r i b u t i o n  of  income -whether  based on "pure" 
ideology" o r  a l t ru i s m -  can be seen as  a  c o l l e c t i v e  good. See J .  P.
Kalt  and M. A. Zupan, "Capture and Ideology i n  Economic Theory o f  
P o l i t i c s , "  American Economic Review, June 1984, pp. 279-300.
11Musgrave and Peacock 's  C l a s s i c s . . .  c i t e d ,  p.  108, i n  r e l a t i o n  to  
W ick se l l ' s  argument a g a in s t  Wagner's p o s i t i o n  t h a t  th e  main v e h ic le  
f o r  income r e d i s t r i b u t i o n  should be the  in h e r i t a n c e  t a x ,  and no t  tne  
income tax .
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C h a r a c t e r i s t i c s  o f  t h e  I n h e r i t a n c e  T a x .
The i n h e r i t a n c e  t a x  c a n  be  c o n s i d e r e d  a  p r o d u c t  o f  m o d e rn
d e m o c r a c y .  A l t h o u g h  i t  was i n  e f f e c t  i n  many E u r o p e a n
c o u n t r i e s  i n  t h e  1 8 t h  an d  1 9 t h  c e n t u r i e s ,  t h i s  t a x
was v i e w e d  m a i n l y  a s  a p r o b a t e  d u t y ,  o r  a f e e ,  t h a t  t h e
h e i r s  h a d  t o  p a y  i n  o r d e r  t o  consum m ate  t h e  w i l l .  T h e r e  a r e
s t i l l  c o m m u n i t i e s  t h a t ,  a t  l e a s t  i n  n am e ,  r e t a i n e d  t h e
p r o b a t e  d u t y  c h a r a c t e r  o f  t h e  i n h e r i t a n c e  t a x .  W i s c o n s i n ,
M i n n e s o t a  a n d  I l l i n o i s ,  f o r  e x a m p l e ,  b a s e  t h e  t a x

12on a  " c o s t - o f - s e r v i c e "  c o n c e p t .  S i n c e  t h e  p r o b a t e  f e e
t y p i c a l l y  e x c e e d s  t h e  c o s t  o f  s e r v i c e  i n  t h e s e  c o m m u n i t i e s ,
t h i s  c o n c e p t  i s  c l e a r l y  i n a d e q u a t e  t o  e x p l a i n  t h e  raison

d'etre o f  t h e  i n h e r i t a n c e  t a x .  I n  A n g l o - S a x o n  d e m o c r a c i e s
i n  g e n e r a l ,  h o w e v e r ,  t h e  i n h e r i t a n c e  t a x  i s  c o n s i d e r e d
t o  b e  a  means o f  a c h i e v i n g  m ore  " e q u i t a b l e "  t a x a t i o n  an d

13o f  a t t a i n i n g  t h e  p r i n c i p l e  o f  a b i l i t y  t o  p a y .  I n  o t h e r  
w o r d s ,  t h e  b a s i s  f o r  t h e  t a x  i s  (1 )  t o  m o d e r a t e  t h e  
e f f e c t s  o f  a n  " a c c i d e n t a l  in c o m e "  e a r n e d  w i t h o u t  due  t o i l ;  
a n d ,  (2 )  t o  im p o se  a d d i t i o n a l  t a x  on t h e  w e a l t h  o f  t h e  h e i r  
t h a t  h a s  i n c r e a s e d  h i s  a b i l i t y  t o  p a y .  S i n c e  a n  incom e t a x  
i s  a l r e a d y  i n  e f f e c t ,  t h e  e x t e n d e d  a b i l i t y  t o  pay  w o u ld  
be t a c k l e d  by a n  a d d i t i o n a l  ( i n h e r i t a n c e )  t a x .  A c c o r d i n g

12E. R. A. Seligman, Essays i n  Taxa t ion , New York: Augustus M. Kelly ,  
P u b l i sh e r s , 1969. Footnote 2 on p.  132.

13Ibid., p. 127.
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t o  S e l i g m a n ,  t h e  i n h e r i t a n c e  t a x ,  t o  be  n o r m a t i v e l y
a c c e p t a b l e  i n  d i s t r i b u t i o n a l  t e r m s ,  s h o u l d  be i n  a c c o r d
w i t h  b o t h  t h e  " p r i n c i p l e  o f  p r o g r e s s i v i t y "  o f  a n  incom e

( * )t a x  a n d  t h e  " p r i n c i p l e  o f  g r a d u a t i o n  " o f  a  s u c c e s s i o n
t a x ,  a t a x  t h a t  h a s  b e e n  i n  e f f e c t  i n  m o s t  C o n t i n e n t a l

14E u r o p e a n  c o u n t r i e s .  Such  a n  i n h e r i t a n c e  t a x  w ould  be
i n  ha rm ony  w i t h  a  s o c i o - l e g a l - e c o n o m i c  m i l i e u  w h ere  i t
i s  g e n e r a l l y  a g r e e d  t h a t  t h e  g r e a t e s t  c a u s e  o f  i n e q u a l i t y  o f

15i n c o m e s  i s  i n e q u a l i t y  o f  i n h e r i t e d  w e a l t h .  The i m p l i c i t  
a s s u m p t i o n  made h e r e  by  S e l i g m a n  a n d  M rs .  H ic k s  i s  one  
which views i n e q u a l i t y  o f  p r o p e r t y  a n d  incom e a s  a  n o r m a t i v e l y  
u n a c c e p t a b l e  p r e d i c a m e n t :  i n  s u c h  a  s o c i e t y ,  a t a x  
d i r e c t e d  t o  t h e  r e d i s t r i b u t i o n  o f  w e a l t h  w ou ld  be* i n  o r d e r .
I t  c a n  be  s t a t e d  q u i t e  s a f e l y ,  t h e r e f o r e ,  t h a t  t h e  i n h e r i t a n c e  
t a x  s u c h  a s  t h e  one  i n  e f f e c t  i n  B r i t a i n ,  w o u ld  p a s s  t h e  
P i g o v i a n  m u s t e r  s i n c e  i t  i s  s u b s t a n t i a l l y  p r o g r e s s i v e  and  
g r a d u a t e d ,  t h u s  i n  c o h f o r m i t y  w i t h  t h e  c a r d i n a l  p r i n c i p l e  
o f  t a x a t i o n ,  a b i l i t y - t o - p a y .

As f o r  t h e  t e s t  a g a i n s t  M a r s h a l l i a n  t e a c h i n g s  
o f  i n c i d e n c e  a n d  s h i f t i n g ,  M rs .  H i c k s ,  f o r  e x a m p l e ,  who h a s  
s t u d i e d  e x t e n s i v e l y  t h e  d i s i n c e n t i v e s  t h a t  t a x e s  m i g h t  b r i n g  
a b o u t ,  c o n c l u d e s  t h a t ,  f o r t u n a t e l y ,  e v e n  a v e r y  h i g h  
r a t e  o f  t a x  t a k e n  f ro m  i n h e r i t e d  f o r t u n e s  d o e s  n o t

(*) whereby the  t a x  r a t e  g e t s  h igher  and h igher  as  the  r e l a t io n s h ip  between 
the  deceased and the  h e i r  o r  l eg a tee ,  becomes more and more remote.
14Seligman's book c i t e d ,  p .  133.
15U. K. Hicks, Publ ic  F inance , Cambridge U nive rs i ty  P ress ,  1968, 
p . 200, quot ing Hugh D a l to n 's  The I n e q u a l i ty  o f  Incomes. No f u r t h e r  
re fe rence  i s  supplied .
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d i s c o u r a g e  i n c e n t i v e  a n d  e n t e r p r i s e  a s ,  s a y ,  a n  e x c e s s i v e l y  
h i g h  incom e t a x  l e v y  w o u l d .  A d m i t t i n g  t h a t  t h e  c u r r e n t  
incom e t a x  i s  a l r e a d y  t o o  s t e e p  i n  E n g l a n d ,  M rs .  H ic k s  
deems t h e  i n h e r i t a n c e  t a x  r e c o m m e n d a b le  s i n c e ,  " p o s i t i v e l y "  
s p e a k i n g ,  i t  e n a b l e s  t h e  S t a t e  t o  p r o d u c e  a  c o n s i d e r a b l e  
am ount  o f  r e v e n u e  w i t h  much l e s s  damage t o  s a v i n g s  t h a n  
an y  o t h e r  t y p e  o f  t a x  d i r e c t e d  t o  w e a l t h .

The p o s i t i v e  a n a l y s i s  f a i l s  t o  e x p l a i n ,
t h e  a s s u m p t i o n  t h a t  s a v i n g  i s  d e s i r a b l e  n o t w i t h s t a n d i n g ,
how t h e  i n h e r i t a n c e  t a x  " . . . i n  t h e  u p p e r  r a n g e s  o f
w e a l t h  h a s  now become so  h i g h  i n  B r i t a i n  ( r e a c h i n g  80 p e r
c e n t  o f  t h e  w h o le  e s t a t e )  t h a t  t h e  p r o c e s s  o f  t h e  b r e a k u p
o f  t h e  p r o p e r t y  h a s  b e e n  g r e a t l y ,  p e r h a p s  d a n g e r o u s l y ,
a c c e l e r a t e d  f ro m  t h e  p o i n t  o f  v i e w  o f  t h e  s o c i a l  p r o v i s i o n  

16o f  s a v i n g . "  The r o o t  o f  t h e  p r o b l e m  l i e s  i n  t h e  A n g l o -
Saxon  p u b l i c  f i n a n c e  t r a d i t i o n  o f  v i e w i n g  t h e  e c o n o m i s t  a s
a n  i n d i v i d u a l  who " . . . h a d  no  r e a s o n  t o  i n q u i r e  a b o u t  t h e
p o l i t i c a l  p u r p o s e  o f  t a x a t i o n ,  [ a n d ]  no  r e a s o n  t o  i n t r o d u c e

XIe x t e r n a l  e v a l u a t i o n  o f  a l t e r n a t i v e  t a x  i n s t r u m e n t s .
18T h i s  was u n f o r t u n a t e :

" In  the  s tandard  d i scu s s io n  o f  f i s c a l  reforms,  merely to  
r a i s e  i s sues  concerning [ the  in h e r i t a n c e  and e s t a t e  taxes]

■^Mrs. H icks 's  Public  Finance c i t e d ,  p.  205.
18J .  M. Buchanan, Public  Finance i n  Democratic Process :  F i sc a l  I n s t i ­
t u t i o n s  and Ind iv idual  Choice, Chapel H i l l ,  North Carol ina:  The 
U n ivers i ty  of  North Carol ina  P re s s ,  1967, p.  298.

^Buchanan's 1975 article cited, pp. 383-384.
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i s  t o  choose s id e s .  And the  choosing i s  no t  d i f f i c u l t .
Those persons who i d e n t i f y  themselves w ith  favorable  
a s s e t  p o s i t io n s  tend to  argue pe rsuas ive ly  ag a in s t  
inc reases  i n  and f o r  reduc t ions  i n  such t ax e s .  Those 
o th e r  persons who cannot o r  do no t  make t h i s  
i d e n t i f i c a t i o n  argue,  w ith  equal persuas iveness ,  t h a t  
these  taxes  should be made co n f isca to ry .  The c o l l e c t i v e  
d ec i s io n  process  becomes s t r i c t l y  analogous to  a  
zero-sum game, and no reasoned d i scu s s io n  o f  an 
e f f i c i e n t  o r  optimal scheme o f  a s s e t  t r a n s f e r  t a x a t io n  
can poss ib ly  take  p l a c e . "

T h i s  i s  e x a c t l y  w h a t  h a p p e n e d  i n  1946 when t h e  
D a l t o n  P l a n  was r e j e c t e d  on  t h e  b a s i s  o f  b e i n g  c o n f i s c a t o r y  
i n  n a t u r e ,  w h i l e  t h e  e x i s t i n g  i n h e r i t a n c e  t a x  s t r u c t u r e  
was n o t  an y  l e s s  c o n f i s c a t o r y .  I n  o t h e r  w o r d s ,  d e s p i t e  t h e  
n o r m a t i v e  and  p o s i t i v e  p r e t e x t s  t h a t  w e re  u s e d ,  w h a t  
p r e p a r e d  t h e  P r o p o s a l ’ s d e m i s e  was p u r e l y  p o l i t i c a l  
c o n s i d e r a t i o n s .  The p r o p o s a l  was l a b e l e d  a " f o r e i g n "  
a r t i f a c t  i n c o m p a t i b l e  w i t h  t h e  B r i t i s h  f i s c a l  t r a d i t i o n ,  
a l t h o u g h  e v e n  t h i s  a r g u m e n t  i s  d i s p u t a b l e  i n  v i e w  o f  t h e  
h i s t o r i c a l  b a c k g r o u n d  o f  t h e  U.K. D e a t h  D u t y .

H i s t o r i c a l  P e r s p e c t i v e . The i d e a  o f  t a x i n g  t h e  h e i r s  

f o r  the  for tune  they i n h e r i t e d  o r ig in a ted  i n  England with  Bentham.

He was c a re fu l  no t  t o  use th e  term " tax  p roposa l , "  however, s i n c e
a c c o r d i n g  t o  h im ,  w h a t  he  was p r o p o s i n g  was a c t u a l l y  a n

19e x t e n s i o n  o f  e s c h e a t .  More s p e c i f i c a l l y ,  h e  a r g u e d  
t h a t  i f  an  i n d i v i d u a l  d i e d  i n t e s t a t e ,  an d  t h e r e  w ere  no 
d i r e c t  d e s c e n d a n t s ,  t h e  e s t a t e  s h o u l d  be t r a n s f e r r e d  t o  
t h e  S t a t e  an d  n o t  t o  a d i s t a n t  r e l a t i v e .  B e n t h a m ' s  
i n s i s t e n c e  t h a t  h i s  schem e  was n o t  t o  be  t a k e n  a s  a t a x  
p r o p o s a l  was r o o t e d  i n  h i s  c o n v i c t i o n  t h a t  i n h e r i t a n c e  
was n o t  a  n a t u r a l  r i g h t ,  a t  l e a s t  f o r  a d i s t a n t  r e l a t i v e .
I f  i t  w e r e ,  t h e  h e i r  w o u ld  " . . . l o o k  u p o n  t h e  w h o le  o f

19Seligman's Essays in Taxation cited, p. 128.
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w h a t  i s  l e f t  t o  h im a s  h i s  [ r i g h t f u l ]  own, o f  w h ic h  h e
20i s  t h e n  c a l l e d  u p o n  t o  g i v e  up  a  p a r t , "  an d  s u f f e r  a 

" b u r d e n . "  B u t  t h e  h e i r ,  k n o w in g  t h a t  o r d i n a r i l y  h e  w o u ld  
n o t  r e c e i v e  a n y t h i n g  anyw ay ,  w o u ld  n o t  f e e l  an y  
d e p r i v a t i o n .

The p o l i t i c a l  i m p l i c a t i o n s  o f  t h i s  s i m p l e  
e x t e n s i o n  o f  e s c h e a t  w e re  g r a s p e d  by J .  S . M i l l ,  who, 
b e i n g  f r e e  o f  t h e o r e t i c a l  i s s u e s  t h a t  l a t e r  p r e o c c u p i e d  
P i g o u ,  an d  n o t  m i n d i n g  t h e  i n c l u s i o n  o f  t h e  S t a t e  a s  a 
j u n i o r  p a r t n e r  i n  e c o n o m ic  l i f e ,  e x t e n d e d  B e n t h a m ' s  
p r e s c r i p t i o n  f u r t h e r ,  e v e n  i n  t h e  p r e s e n c e  o f  a  w i l l  f o r  
c o l l a t e r a l  r e l a t i v e s .  The o n l y  b e n e f i t  t h a t  d i s t a n t  
r e l a t i v e s  w o u ld  r e c e i v e  was a  " r e a s o n a b l e  p r o v i s i o n  
d e t e r m i n e d  a n d  p a i d  by  t h e  S t a t e . "  F o r  a  l o n g  t i m e  M i l l ' s  
v i e w  was l a b e l e d  s o c i a l i s t i c  s i n c e  i t  w ou ld  l e a d  t o  b o l s t e r i n g  
t h e  p o w er  o f  t h e  S t a t e  an d  t o  p e n a l i z i n g  t h e  h e i r s ,  
h o w e v e r  d i s t a n t ,  who w e re  e n t i t l e d  t o  i n h e r i t  a  f o r t u n e ,  
a l b e i t  e f f o r t l e s s l y .  Bu t  t h e  s e c o n d  h a l f  o f  M i l l ' s  
a r g u m e n t  t e l l s  a n o t h e r  s t o r y :  i f  t h e r e  i s  a w i l l ,  a man 
c o u l d  l e a v e  h i s  f o r t u n e  t o  h i s  i m m e d i a t e  r e l a t i v e s  
a s  f r e e l y  a s  a c t i n g  'inter vivos: M i l l ' s  v i e w  h a s  d e v e l o p e d  
i n to  a  f u l l - f l e d g e d  g r a d u a t e d  c o l l a t e r a l  i n h e r i t a n c e  t a x , ,  
w h i c h  i s  s t i l l  i n  o p e r a t i o n  i n  E n g l a n d  u n d e r  t h e  r u b r i c  
o f  " d e a t h  d u t y . "

The A n g l o - S a x o n  a r g u m e n t  f o r  t h e  i n h e r i t a n c e  
t a x  i s  i n  d i r e c t  c o n t r a s t  w i t h  t h e  " f a m i l y  t h e o r y  o f  
p r o p e r t y "  w h i c h  i s  e n t r e n c h e d  i n  c o d i f i e d  l a w s  o f  F r a n c e ,

onSelignan's book cited, p. 128.
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S w i t z e r l a n d  a n d  I t a l y .  The l a t t e r  d o c t r i n e - a s s u m e s  t h a t  
a  man a c c u m u l a t e s  w e a l t h  f o r  t h e  s o l e  m o t i v a t i o n  an d  
p u r p o s e  o f  l e a v i n g  i t  t o  h i s  c h i l d r e n  -  an d  a  s m a l l  
p o r t i o n  t o  h i s  w i f e . .  The C i v i l  Codes o f  t h e s e  c o u n t r i e s  
a r e  f u l l  o f  " c o m p u ls o r y "  s h a r e s  f o r  c h i l d r e n ,  s p o u s e ,  
a n d  o t h e r  r e l a t i v e s ,  t h a t  a r e  i n v i o l a b l e  e v e n  i f  t h e  
w i l l  s t a t e s  o t h e r w i s e .  Y e t many i n h e r i t a n c e  t a x  p r o p o s a l s ,  
s u c h  a s  R i g n a n o ' s ,  w h ic h  was so  r a d i c a l l y  d i f f e r e n t  f ro m  
t h e  p r e v a i l i n g  l e g a l  p r a c t i c e ,  s t i l l  f o u n d  f e r t i l e  
g ro u n d  f o r  c o n s i d e r a t i o n  i n  I t a l y  d u r i n g  t h e  f i r s t  d e c a d e  
o f  t h e  2 0 t h  c e n t u r y .

As was s e e n  b e f o r e ,  t h e  I t a l i a n  f i s c a l  t h e o r i s t s
w ere  u s e d  t o  d i s c u s s i n g  o p e n l y  t h e  f i s c a l  a n d  c o n s t i t u t i o n a l
i n s t i t u t i o n s  o f  t h e  S t a t e .  They  w ere  n o t  c o n f i n e d  by
some s o c i a l  " p r i n c i p l e s "  deem ed t o  be  o p e r a t i v e  i n  t h e
c o m m u n ity ,  e x c e p t  t h e  c a r d i n a l  p r i n c i p l e  o f  homo oeoonomious,
w h ic h  was t h o u g h t  t o  be  i n . e f f e c t  b o t h  i n  p r i v a t e  a n d  i n
p u b l i c  c h o i c e ,  a l t h o u g h  i n  t h e  l a t t e r  t h e  homines oeoonomioi

w ere  e l e c t e d  o f f i c i a l s  o f  t h e  S t a t e  who a c t e d  i n  a c c o r d a n c e
w i t h  t h e  a v e r a g e  v o t e r  dem and . I n  a  f ra m e w o rk  s u c h  a s
t h i s ,  e v e r y  s o c i a l  o r  f i s c a l  i n s t i t u t i o n  was s u b j e c t  t o
c h a n g e ,  and  t h e  S t a t e ,  a ssu m ed  t o  h a v e  a " . . . n a t u r e  w h ic h
was m ore p r o s p e c t i v e  an d  m ore r i c h l y  endow ed t h a n  t h a t  o f  t h e  

21i n d i v i d u a l , "  was expected to  l e a d  t h e  c i t i z e n r y  to w a r d s  
a  m ore s a t i s f a c t o r y  s o c i a l  l i f e .

“^1. P an ta leo n i,  Pure Economics, New York: Kelly  and Millman, 1957, p. 23. 
T rans la ted  from h is  Principi di economia pura, Milano: F r a t e l l i  
Treves, 1931, by T. Boston Bruce.
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When s o c i a l  an d  f i s c a l  i n s t i t u t i o n s  a r e  i n  a 
s t a t e  o f  u p h e a v a l  p o l i t i c i a n s  l o o k  m ore
i n t e n s e l y  f o r  r e f o r m  m e a s u r e s .  T h i s  was so  i n  I t a l y  
f o l l o w i n g  C a v o u r ,a n d  a l s o  i n  E n g la n d  r i g h t  a f t e r  t h e  
W orld  War I I .  D a l t o n ,  who h a d  p r e v i o u s l y  f o u n d  t h a t  
a n  i n h e r i t a n c e  t a x  o f  t h e  t y p e  p r o p o s e d  by R ig n a n o  w o u ld  
be t h e  m o s t  a p p r o p r i a t e  o n e ,  s i n c e  i t  was c o n s i d e r e d  
n o t  t o  d i s c o u r a g e  w o rk  an d  s a v i n g ,  a n d  y e t  t o  be  a  
s i z e a b l e  s o u r c e  o f  g o v e rn m e n t  r e v e n u e ,  g o t  t h e  o p p o r t u n i t y  
t o  p u t  h i s  i d e a  i n t o  p r a c t i c e  when h e  becam e t h e  
C h a n c e l l o r  o f  t h e  E x c h e q u e r  i n  1 9 4 5 .  H is  a m b i t i o u s  i n h e ­
r i t a n c e  t a x  p r o p o s a l  o f  1 9 4 6 ,  w h ic h  was i n  e s s e n c e  a 
m o d i f i e d  R ig n a n o  S ch em e, h o w e v e r ,  n e v e r  came i n t o  b e i n g ,
an d  i t  r e m a i n e d ,  i n  D a l t o n ' s  w o r d s ,  " . . . o n  t h e  l i s t  o f

22good  d e e d s  t o  be d o n e . "

The R ig n a n o  S ch em e . The t im e  h a s  now come t o
s e e  w h a t  t h e  R ig n a n o  Scheme i s  an d  how, i f  a t  a l l ,  i t  can

( * )be  im p le m e n te d .  A c o n c i s e  p r e s e n t a t i o n  o f  t h e  R ig n a n o
23Scheme i s  i n  V i c k r e y :

H. Dalton, P r in c ip le s  o f  Public  Finance, Augustus M. Kelley 
P u b lish e rs ,  N.Y., 1967, p .  232.
( * ) Eugenio Rignano, a  market s o c i a l i s t  who. saw th e  d i f f u s io n  o f 
in h e r i te d  p roperty  as th e  f i r s t  s te p  o f  s o c ia l i z a t io n ,  was known to  
English-language econom ists, e s p e c ia l ly  th e  L abourites .
S ee 'th e  end of t h i s  c h ap te r  fo r  a  complete l i s t  o f  re fe re n c e s  on Rignano.

Vickrey, Agenda f o r  P rog ress ive  T axa tion , New York: Augustus 
M. K elley , P u b lish e rs ,  1972, foo tno te  on p. 242. I t  i s  a  p i ty  t h a t  
Rignano's o r ig in a l  w r i t in g s  a re  in a c c e s s ib le  to  me a t  t h i s  time and 
th a t  I  have to  quote him through an au thor who re se n ts  t h i s  p roposa l.
I  am looking forward to  t r a n s l a t i n g  Rignano's work i n  I t a l i a n  along 
w ith  t h a t  o f Mazzola, in to  English so t h a t  Rignano's work can be compared 
to  those  o f  Lange and L e m e r ,  and Mazzola's to  W icksell,  L indahl,
Samuel son and Buchanan.
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"The essence o f  the  Rignano p lan  was t h a t  in h e r i ta n c e  
ta x  r a t e s  be success ive ly  s t i f f e n e d  w ith  th e  number 
o f t r a n s f e r s  through which p roperty  i s  handed down.
For example, on th e  t r a n s f e r  from A to  B o f  wealth  
accumulated by A, the  t a x  might be 50%, while on a 
t r a n s f e r  from B to  C th e  ta x  would then  be a t ,  say,
757o on an amount equal to  the  n e t  amount B rece ived  
from A, and 507o on the  remainder, i f  any. Rignano 
apparen tly  took the  ‘t r a n s f e r  as th e  u n i t  o f  succession  
w ithout regard  to  the  number o f genera tions  involved, 
nor was any allowance f o r  i n t e r e s t  earned on the  e s t a t e  
apparen tly  considered . Rignano a lso  suggested th a t  
th e  ta x  be c o n f isca to ry  o r  s u b s ta n t ia l ly  so on the  
th i r d  and subsequent t r a n s f e r s ,  thus making the 
p e rs is te n c e  o f  an e s t a t e  beyond th e  t h i r d  t r a n s f e r  
dependent upon fu r th e r  accumulation by the  in te rm ed ia te  
h o ld e rs ."

I  am i n c l i n e d  t o  t h i n k  -  w i t h  some r e s e r v a t i o n ,  s i n c e  I
h a v e  n o t  done  e x h a u s t i v e  r e ^ s e a r c h  on R i g n a n o ' s  w r i t i n g s  -
t h a t  h i s  p r e s c r i p t i o n  f o r  a c h i e v i n g  a  j u s t  incom e
d i s t r i b u t i o n  p r e c e d e s  t h o s e  o f  c o n te m p o r a r y  m a rk e t
s o c i a l i s t s  l i k e  L ange an d  L e r n e r .  R ig n a n o  t o o ,  a l t h o u g h
a s o c i a l i s t ,  d o e s  n o t  r e j e c t  t h e  m a r k e t  m e c h a n ism , an d
t h e  w e a l t h  a c c u m u l a t i o n  t h a t  i t  w o u ld  e n t a i l .  H ow ever,
R ig n a n o  w a n ts  t h e  S t a t e  t o  a c t i v e l y  p u r s u e  t h e  g o a l  o f
r e d i s t r i b u t i n g  t h e  w e a l t h  t h u s  a c c u m u l a t e d ,  o r  i n  t h e
w o rd s  o f  V a r i a n ,  t h e  g o a l  o f  " . . . e n s u r i n g  a  j u s t

24d i s t r i b u t i o n  o f  i n i t i a l  endow m ents  ( w e a l t h . ) "

The R ig n a n o  P l a n  i n t r o d u c e d  by D a l t o n  was n o t  
a s  c o n f i s c a t o r y  a s  t h e  e x t a n t  d e a t h  d u t y  i n  E n g la n d .  Y et

24H. R. Varian, " D is t r ib u t iv e  J u s t i c e ,  Welfare Economics and the  
Theory o f  F a irn e ss ,"  Philosophy and Public A f f a i r s , Spring 1975, p. 233. 
Emphasis mine.
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t h e  p o l i t i c a l  c l i m a t e  was n o t  r e a d y  f o r  i t s  a d o p t i o n .
T h i s  was p a r a d o x i c a l  s i n c e  t h e  f e a t u r e s  o f  t h e  Scheme 
w ere  i n  p e r f e c t  h arm ony  w i t h  Pigovian-M arshallian  p r in c ip le s  
o f  t a x a t i o n .  N am ely ,.  (1 )  i t  was d i r e c t e d  t o  a c h i e v i n g  
j u s t i c e  i n  w e a l t h  d i s t r i b u t i o n  w i t h  minimum d i s i n c e n t i v e  
t o  w o rk ,  t o  s a v e  an d  t o  a c c u m u l a t e  f u r t h e r  w e a l t h ,  a n d ,
(2 )  s i n c e  i t  t a x e d  a m a n 's  im m e d ia te  h e i r s  much l e s s  t h a n  
o t h e r  r e l a t i v e s ,  i t  was m ore i n  l i n e  w i t h  t h e  p r i n c i p l e  o f  
a b i l i t y  t o  p a y  i n  t h a t  i t  p r o t e c t e d  t h e  f a m i l y  who h a d  j u s t  
l o s t  t h e i r  b r e a d w i n n e r  and  t h u s  t h e i r  a b i l i t y - t o - p a y  h a d  
a c t u a l l y  d e c r e a s e d ,  e s p e c i a l l y  i f  t h e  d e a t h  h a d  o c c u r r e d  
a t  a  p r o d u c t i v e  a g e .  I n  t h i s  c o n n e c t i o n ,  t h e  e x t a n t  d e a t h  
d u t y  h i t  t h e  f a m i l y  w i t h  a n  e x t r e m e l y  h i g h  d u t y  a n d  t h e  
a b i l i t y - t o - p a y  was r e d u c e d  t o  a m e a n i n g l e s s  p r e t e x t .
N e v e r t h e l e s s ,  t h e  d e a t h  d u t y  s u r v i v e d  t h e  c h a l l e n g e .

Conclusion. This experiment f i r s t  in d ic a te s  the  importance o f
t h e  p u b l i c  c h o i c e  c o n s i d e r a t i o n s  a t  p l a y  i n  a  s e e m in g ly
p u r e l y  f i n a n c i a l  m e a s u r e .  A l th o u g h  c o n t a i n i n g  much ec o n o m ic
m e r i t ,  t h e  R ig n a n o  Scheme was d e f e a t e d  on  p o l i t i c a l  g r o u n d s .
P r o f e s s o r  T a i t  c o n f e s s e s  t h a t ,  i n  s p i t e  o f  c e r t a i n  p r a c t i c a l
d i f f i c u l t i e s  t h a t  i t  p o s e d ,  he  was c r i t i c a l  o f  t h e  R ig n a n o
P l a n  f ro m  t h e  p o i n t  o f  v ie w  t h a t  i t s  a im  was u l t i m a t e l y

25t a k e o v e r  o f  e q u i t i e s  by t h e  S t a t e  - a n d  t h i s  i s  a n a th e m a  t o  
a B r i t i s h  c o n s e r v a t i v e .  The p o i n t  i s  t h a t  t h e  D a l t o n  -- 
P r o p o s a l  w a n te d  t o  g i v e  t h e  S t a t e  t h e  a c t i v e  r o l e  o f  
r e d i s t r i b u t i n g  w e a l t h :  a f t e r  a l l  t h i s  w o u ld  be q u i t e  e x p e c t e d  
f ro m  a L a b o u r i t e !  T a i t  m a i n t a i n s  f r a n k l y ,  h o w e v e r ,  t h a t  
" . . . t a x a t i o n  i s ,  n e v e r  p o p u l a r .  T a x a t i o n  o f  w e a l t h  i s  f o r

25A. T a i t ,  The Taxation o f  Personal Wealth, Univ. o f  I l l i n o i s  P re ss ,  1967.
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2 6many t h e  l e a s t  p o p u l a r  o f  a l l  t a x e s . "

The s e c o n d  s e r i e s  o f  c o n s i d e r a t i o n s  a r e  t h o s e
p e r t a i n i n g  t o  t h e  e x p e n d i t u r e  s i d e  o f  t h e  b u d g e t  p l a n .
A l th o u g h  t h e  R ig n a n o  Scheme was m a in ly  a  t a x  on  w e a l t h ,
t h e r e f o r e  d i r e c t e d  to w a r d  a l t e r i n g  t h e  h i s t o r i c a l  c o n t i n u i t y
an d  t h e  r e s u l t i n g  c o m p o s i t i o n  o f  B r i t i s h  s o c i e t y ,  t h e
e x p e n d i t u r e  s i d e  o f  i t  was n o t  f u l l y  e l a b o r a t e d  and
p u b l i c i z e d  i n  t h e  B r i t i s h  e x p e r i m e n t  by  i t s  p r o p o n e n t s .
As B u ch an an  s t a t e s  f o r  t h e  U. S .  S o c i a l  S e c u r i t y  t a x a t i o n ,
s t r a i g h t f o r w a r d  e x t e n s i o n  o f  a n a l y s i s  t o  t h e  " o t h e r "
s i d e  o f  t h e  b u d g e t  w o u ld  h a v e  a l l o w e d  p o s i t i v e  a n a l y s i s
o f  t h e  e f f e c t s  o f  t h e  p u b l i c  s p e n d i n g ,  e a r m a rk e d  p e r h a p s

27f o r  t r a n s f e r  t o  t h e  d e p r i v e d .  The I t a l i a n  p u b l i c  
g o o d s  t h e o r y ,  d r a w in g  d i r e c t  a t t e n t i o n  b o t h  t o  t h e  b r i d g e  
b e tw e e n  t h e  t a x  an d  t h e  e x p e n d i t u r e  s i d e s  o f  t h e  b u d g e t ,  
an d  t o  t h e  r e l e v a n t  p o l i t i c a l  a s s u m p t i o n s ,  i s  i n  a  much 
s u p e r i o r  p o s i t i o n  t o  t h e  B r i t i s h  t h e o r y ,  t o  d i s c u s s  b o t h  
t h e  p o s i t i v e  an d  t h e  n o r m a t i v e  c o n s i d e r a t i o n s  o f  an y  g i v e n  
p u b l i c  f i n a n c e  m e a s u r e .

F o r tu n a t e l y ,  t h e  s t u d e n t  o f  p u b l i c  f i n a n c e  i s  
n o t  o b l i g e d  t o  c h o o s e  b e tw e e n  t h e  two camps o f  t h e  f i s c a l  
d o c t r i n e .  As m e n t io n e d  i n  t h e  s e c o n d  c h a p t e r ,  t h e  I t a l i a n  
f i s c a l  t h e o r i s t s  h a v e  l e a r n e d  much fro m  t h e i r  B r i t i s h  
c o u n t e r p a r t s ,  e s p e c i a l l y  i n  t h e  f i e l d  o f  t e c h n i c a l  a n a l y s i s  
o f  t a x a t i o n .  On t h e  o t h e r  s i d e  o f  t h e  f e n c e ,  t h e  E n g l i s h -

^ A . T a i t ' s  The Taxation o f  Personal Wealth c i t e d ,  p. 112. 
27Buchanan's 1975 article cited, p. 392.
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l a n g u a g e  f i s c a l  e c o n o m i s t s  h a v e  come t o  r e a l i z e  t h a t
t h e i r  a p p r o a c h  s e p a r a t e d  p u b l i c  f i n a n c e  u n n e c e s s a r i l y
fro m  a f r u i t f u l  a s s o c i a t i o n  w i t h  p o l i t i c a l  s c i e n c e ,
p o l i t i c a l  p h i l o s o p h y  a n d  la w ,  and thus have begun to  see the
S t a t e  i n  t h e  I t a l i a n  s e n s e ,  t h a t  i s ,  a s  a  m a jo r  s o c i a l
i n s t i t u t i o n  " . . . b e h a v i n g  l i k e  m ore f a m i l i a r  e c o n o m ic
i n s t i t u t i o n s  -  t h e  h o u s e h o l d ,  t h e  f i r m  -  th o u g h  t h e
m a r k e t s  i t  c o n f r o n t s  a r e  m a r k e t s  f o r  p o l i c i e s  an d  f o r

28v o t e s  r a t h e r  t h a n  g o o d s  and  s e r v i c e s . "  The l i s t  o f  
r e f e r e n c e s  i n  t h e  end  o f  t h i s  c h a p t e r  i s  b u t  a  s m a l l  
p o r t i o n  o f  E n g l i s h - l a n g u a g e  l i t e r a t u r e  d e a l i n g  w i t h  
t h i s  i n t e g r a t e d  a p p r o a c h ,  an d  t h e  l e a d e r s h i p  i n  t h i s  
s h i f t  o f  p a r a d ig m  c l e a r l y  b e l o n g s  t o  B u c h a n a n ,  a l t h o u g h  
i t  must be recognized t h a t  t h e  p r o p e l l i n g  f a c t o r  i n  t h i s  
e n d e a v o r  h a s  b e e n  B u c h a n a n 's  f i r s t h a n d  k n o w le d g e  
o f  t h e  c o n t i n e n t a l ,  a n d  a b o v e  a l l  I t a l i a n ,  a u t h o r s  o f  
p u b l i c  goods  t h e o r y .

28H. G. Johnson 's  Foreword to  A. B re to n 's  The Economic Theory o f 
Representative.Gavemment c i t e d ,  p . x i i .
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EXHIBIT 1

PREFACE( * }

T h is  w ork  h a s  t h e  g o a l  o f  d e t e r m i n i n g  t h e  s c i e n ­
t i f i c  f o u n d a t i o n s  o f  f i s c a l  e c o n o m ic s  an d  d e f i n i n g  t h e  
g e n e r a l  c h a r a c t e r i s t i c s  o f  P u b l i c  F i n a n c e .  I n  a d d i t i o n  
t o  c o m p ly in g  w i t h  t h e  c o n te m p o r a r y  t e n d e n c y  t o  lo o k  
s e r i o u s l y  f o r  c a u s a l  r e l a t i o n s h i p s  among phenom ena o f  
s o c i a l  l i f e ,  t h i s  w ork  i s  a  r e p l y  t o  a  t e n d e n c y  t h a t  h a s  
r e c e n t l y  a p p e a r e d  i n  t h e  t r e a t m e n t  o f  f i s c a l  e co n o m ics : .

I n  t h e  two l e a r n e d  w orks  p u b l i s h e d  a l m o s t
s i m u l t a n e o u s l y  i n  t h e  p a s t  two y e a r s ,  t h e  i s s u e  was r a i s e d ,
w i t h  d i f f e r e n t  a r g u m e n t s ,  a s  t o  w h e t h e r  i t  w a s n ' t
a p p r o p r i a t e  t o  i n t e g r a t e  t h e  t r e a t m e n t  o f  f i s c a l
phenom ena w i t h  g e n e r a l  law s  g o v e r n i n g  s o c io - e c o n o m i c
phenom ena s i n c e  f i s c a l  s c i e n c e  was f a l l i n g  b e h in d  t h e
g e n e r a l  p r o g r e s s  t a k i n g  p l a c e  i n  t h e  s o c i a l  s c i e n c e s
and  was n o t  b e i n g  r e j u v e n a t e d  f ro m  t h e  f o n t  o f  h i s t o r i c

1
r e s e a r c h  an d  p o s i t i v e  m e th o d o lo g y .

T h i s  new a p p r o a c h  h a s  h a d  a c e r t a i n  s u c c e s s  and  
a few u n d o u b t e d l y  v a l u a b l e  a n d  i n f o r m a t i v e  w o rk s  h a v e  
r e c e n t l y  a p p e a r e d .  B u t a s  a  c o n s e q u e n c e  o f  t h i s  f a d ,  although 
th e re  has no t y e t  been any v a l id  argument a g a in s t  the  p re v a i l in g  d o c tr in e ,

(*) Ugo Mazzola, I  d a t i  s c i e n t i f i c i  d e l l a  f inanza  p u b b lica , Roma:
Ermanno Loescher, 1890, pp. v i i - x i .
1
A. L o ria ,  La t e o r ia  economica d e l l a  c o s t i tu z io n e  p o l i t i c a ,  Torino:

1886.

-108-



109

a  c e r t a i n  d i s t r u s t  [ o f  P u b l i c  F i n a n c e ]  was e v o k e d  an d  
d rew  t h e  a t t e n t i o n  o f  some s c h o l a r s .  The

c o m p l a i n t  was t h a t  t h e o r e t i c a l  r e s e a r c h  on f i s c a l  ec o n o m ic  
law s  rem o v ed  t h e  s t u d e n t  o f  P u b l i c  F i n a n c e  f ro m  r e s e a r c h  
on p r a c t i c a l  a n d  e v e r y d a y  m a t t e r s  r e l a t e d  t o  u r g e n t  
p r o b l e m s .

I t  i s  s u r p r i s i n g  t h a t  s u c h  a  d i s t r u s t  i s  b e i n g
c r e a t e d  h e r e  w h e re  f i n a n c i a l  a d m i n i s t r a t o r s  an d  m em bers
o f  t h e  P a r l i a m e n t  a r e  f a m i l i a r  w i t h  t h e  p r i n c i p l e s  o f

2
f i s c a l  e c o n o m ic s ,  a n d  w h e re  m i n i s t e r i a l  and  
p a r l i a m e n t a r y  a u t h o r i t y  a r e  v e s t e d  [ i n  s u c h  p e o p l e . ]

The d i s t r u s t ,  h o w e v e r ,  i s  n o t  j u s t i f i e d :  t h i s  c a n  
be  c l e a r l y  shown t h r o u g h  a n  a n a l o g y .  P o l i t i c a l  Economy, 
t r e a t e d  i n i t i a l l y  o n l y  a s  a  p o l i t i c a l  a r t ,  h a s  d e v e l o p e d  
c o n s i d e r a b l y  an d  t a k e n  s h a p e  l i t t l e  by l i t t l e  a s  a 
s c i e n c e :  i t  h a s  a d o p t e d  t h e  g o a l  o f  o b j e c t i v e  i n v e s t i g a t i o n ,  
and  t h r o u g h  t h e o r e t i c a l  r e s e a r c h ,  i t  h a s  d i s c o v e r e d  law s  
a c c o r d i n g  t o  w h ic h  e c o n o m ic  e v e n t s  p r o c e e d  an d  t h u s  i t  i s  
now p o s s i b l e  t o  a c c o u n t  f o r  t h e  s t r o n g  i n f l u e n c e s  
b e n e a t h  c o n f l i c t i n g  s o c i a l  i n t e r e s t s .  P o l i t i c a l  Economy d i d  
n o t  l i m i t  r e s e a r c h  t o  c o n c r e t e  p r o b le m s  t h a t  o c c u r  i n  
ec o n o m ic  l i f e ;  on t h e  c o n t r a r y ,  i t  h a s  r e c e i v e d  new 
s u p p o r t  f ro m  t h e o r e t i c a l  r e s e a r c h  [ t o  t h e  e x t e n t  t h a t ]  i t  
i s  now p o s s i b l e  t o  s t u d y  w i t h  much b e n e f i t  t h e  p r o b le m s  o f  
[m oney] c i r c u l a t i o n ,  s a v i n g s  o r g a n i z a t i o n s ,  i n s u r a n c e ,  
t r a n s p o r t a t i o n  e t c .  I n  t h e  s c i e n c e  o f  P u b l i c  F i n a n c e

2
S u ffice  i t  to  remember t h a t ,  in  th e  l a s t  t h i r t y  y e a rs ,  among the  

m in is te rs  were S c ia lo ja ,  S e l la ,  M inghetti ,  F e r ra ra ,  Magliani while 
in  th e  two branches o f  th e  Parliam ent th e re  were s p e c i a l i s t s  such as 
Messedaglia, L u z z a t t i ,  E l le n a ,  Lampertico, B o s e l l i ,  Saraceo, and o thers  
and o th e r s .
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t h e  s e a r c h  f o r  g e n e r a l  p r i n c i p l e s  e i t h e r  was g i v e n  
s e c o n d a r y  p l a c e  o r  was m in g le d  w i t h  e x t r a n e o u s  j u d i c i a l  
an d  p o l i t i c a l  e l e m e n t s .  F o r  e x a m p le ,  t h e  p r o b le m s  o f  
t h e  " m o s t  e q u i t a b l e "  t a x a t i o n  w ere  b e i n g  d i s c u s s e d  
w i t h o u t  i n v e s t i g a t i n g  f i r s t  t h e  c a u s a l  l i n k s  on w h ic h  
f a c t s  w ere  b a s e d .  Now we do n o t  h a v e  a  p r e j u d i c e  a g a i n s t  
p r a c t i c a l  w o rk .  On t h e  c o n t r a r y ,  we a r e  i n  f a v o r  o f  
f i n d i n g  p r a c t i c a l  s o l u t i o n s  t o  u r g e n t  p r o b le m s ,  an d  w o u ld  
l i k e  p u r e  s c i e n t i f i c  r e s e a r c h  t o  h a v e  a  m a jo r  p a r t  i n  
d i s c l o s i n g  t h e  t r u e  s t a t e  o f  [ f i s c a l  a f f a i r s . ]

I n  an y  c a s e ,  t h e  d i s t r u s t  m u s t  be  d i s p e l l e d  
s i n c e  i t  comes f rom  a u t h o r i t a t i v e  men t o  whom i t  w o u ld  
be p u e r i l e  t o  g i v e  a n  a r r o g a n t  t h e o r e t i c a l  a n s w e r ,  
a t t a c h  t h e  e p i t h e t  o f  i n c o m p e te n c e  a n d  w a lk  aw ay . I t  
i s  n e c e s s a r y , i n s t e a d ,  t o  make a v e r y  c a r e f u l  r e s p o n s e  
an d  show t h a t  t h e  m e t h o d o l o g i c a l  d i f f e r e n c e  i s  a  m ere  
d i v i s i o n  o f  s c i e n t i f i c  w o rk ,  t o  i n d i c a t e  t h a t  a  s im p le  
m e t h o d o l o g i c a l  c h a n g e  s h o u ld  n o t  im p ly  a  s c i e n t i f i c  
r e v o l u t i o n ,  an d  t o  show l a s t l y  how t h i s  c h a n g e  h a s  b e e n  
d e v e l o p i n g  f o r  a  l o n g  t im e  a n d  how much i t  i s  n e e d e d .
I t  i s  n e c e s s a r y  t o  show , w i t h  s p e c i a l  a t t e n t i o n  t o  
p a r t i c u l a r  f i s c a l  p r o b le m s ,  w h a t  b e n e f i t  s c i e n c e  an d  l i f e  
may r e c e i v e  f ro m  a m ore  o b j e c t i v e  i n v e s t i g a t i o n  and  
d e m o n s t r a t e  how o n ly  t h r o u g h  t h e  a p p l i c a t i o n  o f  d i s c o v e r e d  
p r i n c i p l e s  t o  v a r i o u s  p ro b le m s  c a n  e m p i r i c a l  s o l u t i o n s  be 
o b t a i n e d .

I n  t h i s  w o rk ,  i n  a d d i t i o n  t o  t h e  p r i n c i p a l  
o b j e c t i v e ,  I  am a d d r e s s i n g  m y s e l f  t o  some o f  t h e s e  t a s k s
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h o p in g  t h a t  o t h e r  a u t h o r s  w i l l  e v e n t u a l l y  f o l l o w  t h e  l e a d .

The o r d e r  o f  t h i s  book  i s  t h e  f o l l o w i n g :  f i r s t  
some n o t i o n s  r e g a r d i n g  t h e  g e n e r a l  c h a r a c t e r i s t i c s  o f  
s c i e n t i f i c  r e s e a r c h  a n d  some f u n d a m e n t a l  e c o n o m ic  
p r i n c i p l e s  t h a t  a p p l y  i n  t h e  f i s c a l  f i e l d  a r e  p o s t u l a t e d ;  
t h e n  t h e  c h a r a c t e r i s t i c s  o f  p u b l i c  w a n t s ,  w h ic h  a r e  t h e  
f u n d a m e n ta l  e l e m e n t s  o f  t h e  s c i e n c e ,  a r e  d e f i n e d ,  t h e  
q u a l i t i e s  o f  [ p u b l i c ]  g o o d s  t h a t  s a t i s f y  s u c h  w a n ts  a r e  
e s t a b l i s h e d ,  an d  t h e n  t h e  d e t e r m i n a t i o n  o f  t h e  u t i l i t y  
an d  p r i c e s  o f  s u c h  g o o d s  i s  e x a m in e d .  I n  t h e  a p p e n d i x  
i s  p r e s e n t e d  a b r i e f  a rg u m e n t  on m a t e r i a l i t y  o f  g o o d s  
and  s e r v i c e s  w h e re  I  r e a f f i r m  some p r i n c i p l e s  t h a t  seem 
t o  be c o r r e c t  a n d  v a l i d .

Among t h e  m u l t i p l i c i t y  o f  r e a s o n s  t h a t  h a s t e n
me t o  p u b l i s h  t h i s  b o o k  i s  my d i s s e n t ,  w h ic h  i s  m a n i f e s t
i n  many p l a c e s  i n  t h e  b o o k ,  f ro m  a  b r i l l i a n t  A u s t r i a n
a u t h o r ' s  t h e o r y  w h ic h  h a s  b e e n  a c c e p t e d  an d  d i f f u s e d  i n

( * )I t a l y  by one o f  o u r  v a l u a b l e  e c o n o m i s t s .  I t  seem s
t o  me t h a t  t h a t  t h e o r y ,  i n  s p i t e  o f  i t s  i n g e n u i t y  a n d  t h e  
l o g i c a l  a s  w e l l  a s  d o c t r i n a l  acum en w i t h  w h ic h  i t  h a s  b e e n  
e x p o u n d e d ,  d o e s  n o t  m e r i t  o u r  e n d o r s e m e n t  -  n o r ,  

i n c i d e n t a l l y ,  d i d  i t  f i n d  e n d o r s e m e n t  e v e n  i n  i t s  m o t h e r l a n d .  
And as  I  see f rom  r e c e n t  w orks  t h a t  i t s  p r i n c i p l e s  h a v e  
b e e n  a c c e p t e d  b u t  i t s  d e f e c t s  h a v e  n o t  b e e n  p o i n t e d  o u t ;  any 

f u r th e r  delay  i n  d e c la r in g  my d is s e n t  would have se r io u s  consequences.

( * ) Mazzola i s  r e f e r r in g ,  o f  course , to  Sax and R icca -S a lem o . See 
E. Sax, Grundlegung d e r  theoretischen S ta a t s w i r t s c h a f t , Wien, 1887, 
and G. R icca -S a le rno . Scienza d e l l e  f in a n z e . F irenze . 1888. R icca- 
S a lem o , who s tu d ied  economics under A. Wagner i n  B e r l in ,  was th e  
foremost proponent o f  th e  German "organ ic"  view o f  S ta te  i n  I t a ly ,  
u n t i l  1883, a t  which tim e , upon the  p u b l ic a t io n  o f S ax 's  Grundlegung. . .  
he switched to  th e  v o lu n ta ry  exchange view, a lthough he remained 
o u ts id e  o f  the  genera l I t a l i a n  f i s c a l  d o c tr in e  u n t i l  h i s  dea th  in  1912.
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I t  i s  up t o  t h e  r e a d e r  t o  ju d g e  w h ic h  o f  t h e
two e x p o s i t i o n s  i s  c o r r e c t .  I  w o u ld  l i k e  t o  w arn  t h e
r e a d e r ,  h o w e v e r ,  t h a t  e v e n  i f  h e  f i n d s  t h a t  t h e o r y
d e f i c i e n t  h e  s h o u ld  n e v e r t h e l e s s  a d m i t  t h a t  t h o s e  a u t h o r s

3
h a v e  e n r i c h e d  t h e  s c i e n c e  w i t h  w orks  on  t r a n s p o r t a t i o n  
an d  on  t h e  h i s t o r y  o f  f i s c a l  d o c t r i n e  i n  I t a l y . ^

I  no te  i n  c o n c l u s i o n  t h a t  some o f  t h e  c o n c e p t s  
e x h i b i t e d  i n  t h i s  w o rk  c a r r i e d  my s i g n a t u r e  i n  an  
e a r l i e r  u n p u b l i s h e d  m a n u s c r i p t  g i v e n  t o  some o f  my 
f r i e n d s ;  h o w e v e r ,  h a v i n g  m o d i f i e d  t h e  m a n u s c r i p t  
e x t e n s i v e l y ,  I a s su m e  t h e  s o l e  r e s p o n s i b i l i t y  f o r  t h e  
o p i n i o n s  e x p r e s s e d  i n  t h i s  p u b l i c a t i o n .

P a v i a ,  J u l y  1889

Ugo M a z z o la

2
E. Sax, Pi£__lferkahrsmittel in  der  Volks- und S ta a t s w i r t s c h a f t .

Wien, 1878-79.

3
G. R icca -S a lem o , S.toria d e l la ,  d o t t r i n a  f in a n z ia r i a  i n  I t a l i a . 

Memorie d e l l a  R. Accademia d e i  L in c e i .  (Place and year  o f  the 
p u b l ic a t io n  no t g iv e n . )
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S e l e c t e d  N a t i o n a l  B o d ie s  o f  P u b l i c  F i n a n c e  T h e o r y
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Sidgwick,
H is to r ic a l  View 

Edgeworth, Pigou, M arshall,  Dalton
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P a r t ic u la r
problems

Indiv idual choice behavior i s  i r r e l e v a n t  i n  the  p u b lic  
economy sphere. The S ta te  provides c e r t a in  se rv ices  
fo r  h i s t o r i c a l  reasons ,  mainly because no one e l s e  would 
provide those  se rv ices  more e f f i c i e n t l y .  The S ta te  must 
cover the  expenses t h a t  i t  in cu rs  i n  p rovid ing  pu b lic  
se rv ices  and each in d iv id u a l  must s a c r i f i c e  (pay taxes)  
according to  M s a b i l i t y  to  pay. Since th e  o f fe r in g  o f 
pub lic  se rv ices  e n t a i l s  s a c r i f i c e ,  th e  main concern of 
the  ta x  a s se s so r  must be to  c o l l e c t  taxes  in  an eq u i ta b le  
manner.

The S ta te  provides p u b lic  goods bu t i t  does no t a c t  as 
a "producer" o f  these  goods. The S ta te  i s  a  "c a re ta k e r"  
o f fe r in g  a very  l im ite d  number o f  them and does not 
h e s i t a t e  to  t r a n s f e r  th e  p ro v is io n  o f  them to  the  p r iv a te  
se c to r .

The in d iv id u a l .  A f te r  a l l ,  he i s  paying sometMng from 
M s p r iv a te  income o r  w ealth  fo r  sometMng wMch i s  
in h e re n tly  unproductive , th e re fo re  no t o f fe re d  by the  
p r iv a te  s e c to r .  The in d iv id u a l  taxpayer must consider  
what i s  the  "proper" premium to  pay a f t e r  cons idering  
M s a b i l i ty - to - p a y  and the  s ta tu s  quo t h a t  he wants to  
r e t a i n .

I t  i s  a  moot is su e :  the  S ta te  a c t i v i t y  i s  unproductive 
to  begin  w ith ,  and ought to  be minimized.

Not an is su e :  th e  pub lic  expenditu res  must be covered one 
way o r  ano ther .  This i s  understood by th e  p u b l ic .  Anyway, 
S ta te  se rv ices  p e r ta in  to  a minimum number and e x te n t  o f  
pub lic  s e rv ic e s .

Not important s ince  pub lic  se rv ic e s  a re  so few and take 
p lace  in  g e n e ra l ly  unproductive f i e l d s ,  such as  diplomacy, 
as determined by M s t o r i c a l  reasons .  The pub lic  revenue 
r a is e d  i s  n o t la rg e  and i s  n o t  channeled to  f i e ld s  
th a t  a f f e c t  th e  c i t i z e n s '  l i v e s .

Public  finance i s  g en e ra l ly  normative in  t h a t  i t  i s  mainly 
concerned w ith  how taxes  should be imposed so t h a t  th e  ta x  
burden ( s a c r i f i c e )  i s  mimmized. However, to  a r r iv e  a t  a 
s o c ia l ly  accep tab le  conclusion , th e  examination and the  
p red ic t io n s  o f  the  e f f e c t s  o f  a l t e r n a t iv e  taxes  must
be done s c i e n t i f i c a l l y .  In  o th e r  words, pub lic  f inance  
c o n s is ts  o f  th e  normative and p o s i t iv e  analyses o f  tax es .  
How to  determine th e  amount o f  " s a c r i f i c e : "  equal a b so lu te ,  
equal p ro p o rtio n a l o r  equal marginal?
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GERMAN SCHOOL 
Organic View

S chaefle , R i t s c h l ,  Mohr, Wagner

The in d iv id u a l  behaves i n  one way when he i s  making a 
p r iv a te  choice and i n  another when he i s  making a 
c o l le c t iv e  cho ice . This i s  so because " s o c ia l"  wants 
a re  o f  a  d i f f e r e n t  .nature than " p r iv a te "  wants. The 
S ta te ,  l i k e  a l l  s o c ia l  o rg a n iz a t io n s ,  has goals t h a t  
a re  d i f f e r e n t  in  k ind from the  in d iv id u a l  goals  o f  th e  
c i t i z e n s  (memebrs) who make up th e  S ta te  (o rg a n iz a t io n ) .  
Because o f t h i s  dichotomy, the  in d iv id u a l  perce ives  th a t  
he i s  no t competent to  make c o l le c t iv e  choices and 
leaves c o l le c t iv e  d e c is io n s ,  inc lud ing  th e  f i s c a l  ones, 
to  the  pub lic  a u th o r i ty .

The S ta te  provides pu b lic  goods. This cannot be l e f t  
to  th e  d i s c r e t io n  o f  in d iv id u a ls  a c t in g  a lone o r 
a c t in g  c o l l e c t iv e ly  in  the  d i r e c t  democratic manner. A 
governing body must be given th e  proper a u th o r i ty  to  
ca rry  out s o c ia l ,  here  f i s c a l ,  g o a ls .

The S ta te ,  o r  b e t t e r ,  the  governing body does the  
v a lu a t io n  o f pu b lic  goods, a f t e r  cons ide ring  various  
c r i t e r i a  which transcend the  l im i te d  percep tions  o f 
the  in d iv id u a l  c i t i z e n s .  A d d it io n a l ly ,  only the  governing 
body lias access  to  pub lic  records  which a re  necessary  to  
do th e  v a lu a t io n  p roperly .

Economic e f f ic ie n c y  i s  no t a necessary  c r i t e r i o n ,  a lthough 
i t  i s  a  d e s ir a b le  one.

A ll must c o n tr ib u te  to  th e  common purpose. The c i t i z e n s  do no t 
re se n t  the  f a c t  th a t  th e  S ta te  opera tes  i n  th e  p u b lic  economy 
w ith  due a u th o r i ty  and expects 'from the  c i t i z e n s  due 
compliance. This might lead  to  coercion  only  in  those  cases 
where the  c i t i z e n  has no t y e t  acqu ired  th e  d e s ire d  o rga-  
z a t io n a l  form ation.

Not e la b o ra ted .  The ex ten t  o f  th e  expenditu res  a re  determined 
exogeneously by the  governing body i n  accordance w ith  some 
re le v a n t  s o c ia l ,  p o l i t i c a l  o r  e th i c a l  c r i t e r i a .

The a n a ly s is  o f  the  f i s c a l  process  i s  done according to  
the  p r in c ip le s  o f  Gemeinwirtschaft, o r  communal economy.
The mere ex tens ion  o f the  economic p r in c ip le s  to  p u b lic  
finance would be inadequate . Pub lic  f inance  must be s tu d ied  
as a unique ■ process (Staatwirtsahaft) complete w ith  i t s  
economic, s o c ia l ,  p o l i t i c a l ,  e th i c a l  and le g a l  a sp e c ts .

S pec if ic
problems

Not e lab o ra ted .
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AUSTRIAN SCHOOL 
Ind iv id u a l V aluation View

Sax, Wieser, Menger

Public  wants a re  no t homogeneous. Some p u b lic  wants belong 
to  th e  " c o l le c t iv e  needs realm" where th e  in d iv id u a l  
cannot make a  comparison w ith  h i s  p r iv a te  needs. Some o th e r  
needs, although p u b lic ,  allow fo r  the  im putation  o f  s p e c i f i c ,  
measurable b e n e f i t s  to  the  in d iv id u a l .  In  th e  l a t t e r  
ca tegory , o r  th e  partikulare realm , the  de te rm ina tion  o f 
the  p r ic e s  o f  pub lic  goods ( taxes) must r e f l e c t  the  r e l a t i v e  
v a lu a t io n  o f th e  in d iv id u a l  a n t ic ip a t in g  a  personal b e n e f i t .
In  the  former ca tegory , th e  ta x  shares a re  determined on a 
purely  c o l l e c t iv e  b a s is ,  e i t h e r  by d i r e c t  democracy, o r  by 
the  governing e l i t e  a la organic  view.

Ihe S t a t e ■provides a l l  the  pub lic  goods t h a t  f a l l  in to  the  
c o l le c t iv e  needs realm. The S ta te  a lso  o f fe r s  the  partikulare 
pub lic  goods, bu t t h i s  occurs because i t  f a c i l i t a t e s  the  
p rocess . For the  partikulare ca tegory , c i t i z e n s  must be 
co n fid en t,  however, t h a t  th e  p r ic e  o f the  pub lic  good in  
question  w i l l  n o t  exceed t h e i r  r e l a t i v e  v a lu a t io n .

The v a lu a t io n  o f  pub lic  goods belonging to  c o l le c t iv e  needs 
proper transcends the  su b jec tiv e  reason ing ; th e re fo re  
i t  i s  done by th e  S ta te .  In  th e  partikulare realm, 
v a lu a t io n  c o n s is t s  o f  the  perceived  u t i l i t y  and c o s t  by 
the  in d iv id u a l  very  much l ik e  i n  th e  v a lu a t io n  o f p r iv a te  goods.

Public  expenditure  i s  p roduc tive ,  but th e  n a tu re  o f  the  
pub lic  good i s  t h a t  o f  an " im m aterial"  good, o r  s e rv ic e ;  
th e re fo re ,  i t s  p ro d u c t iv i ty  depends on th e  i n t e n s i t y  o f  the  
need f e l t  by th e  in d iv id u a l  (M e rc a n t i l is t  dichotomy).

Economic e f f ic ie n c y  i s  achieved i n  the  partikulare t e r r i t o r y .  
By v i r tu e  o f  comradeship, in d iv id u a ls  understand  the  r e l a t i v e  
importance o f  common purposes and go along w ith  m ajo rity  
d e c is io n s .  The in d iv id u a l  i s  fo rsak ing  a  lower ranking 
p r iv a te  need f o r  a h ig h er  ranking  pub lic  need. The in d iv id u a l  
i s  h is  own ta x  a s se s so r  decid ing  how much he would pay 
r e l a t i v e  to  h i s  own p a r t i c u la r  need and a b i l i t y  (Umlagen):

The framework fo r  a n a ly s is  i s  t h a t  o f  P o l i t i c a l  Economy fo r  
the  partikulare goods s ince  th e  v a lu a t io n  o f  the  pub lic  
s e rv ice  depends on the  i n t e n s i ty  o f  the  need f e l t  and a b i l i t y  
to  pay, th e  degree o f  "pub licness"  no tw ithstand ing .

Coercion i s  n o t a  re le v a n t  is su e  both  in  th e  partikulare and 
in  the  c o l l e c t iv e  realm s. In  th e  former, th e  market mechanism 
i s  a t  p lay , and in  the  l a t t e r ,  the  S ta te  a c t s  in  accordance 
w ith  the  German concept o f  Staatswirtschaft: No s p e c i f ic  
problems.
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General Taxes a re  a p r ic e  fo r  p u b lic  goods as determined by
frame- taxpayer demand. The b e n e f i t  approach i s  n o t  used as a
work s tandard  o f  j u s t i c e  bu t as a co n d it io n  o f  economic

equ ilib rium . The S ta te  o f fe r s  th ese  p u b lic  goods and the
ta x  shares a r e  determined w ith in  a  p o l i t i c a l ,  no t market, 
p rocess; however,they a re  t ra c e d  to  in d iv id u a l  p re fe rences  
by th e  agencies o f  th e  S ta te  (e le c te d  o f f i c i a l s ) .

Who
provides
pub lic
goods?

Economic
e f f ic ie n c y

Coercion

Expen­
d i tu re
side

F isc a l
d o c tr in e

The S ta te .  The goods th a t  i t  provides a re  e i t h e r  fo r  the 
c i t i z e n s '  consumption (parks , s t r e e t  l i g h t s ,  asylums, e t c . ) ,  
o r  f o r  f a c i l i t a t i n g  th e  p roduction  o f  p r iv a te  goods (roads, 
p o r t s , water s e r v ic e s , e t c .)  In  e i t h e r  c a s e , the  S ta te  has a 
ta x  claim  on th e  use o f  the  p u b lic  goods i t  o f f e r s .

The in d iv id u a l  v a lu a t io n  i s  a  co n d it io n  fo r  e f f i c i e n t  
a l lo c a t io n .  Therefore , the  p o l i t i c a l  process must be 
d i r e c te d  to  e l i c i t  and p u b l ic iz e  th e  various  in d iv id u a ls '  
p references  o f  pub lic  goods so t h a t  s o c ia l  wants can be 
determined and s a t i s f i e d  accord ing ly .

Although th e  f i s c a l  d e c is io n  making i s  d e lega ted  to  a 
ru l in g  c l a s s ,  th e  p roducer-S ta te  rep re sen ted  by t h i s  c la s s  
i s  made up o f  e le c te d  members. I f  the  agents  r e s o r t  to  
coerc ion  o r  o th e r  types o f  abuses o f power, o r  d e v ia te  
g ro ss ly  from th e  e l e c to r a te  w ishes, they  w i l l  be rep laced  
by ano ther  s e t .  The o rg a n iz a t io n a l  goal i s  a composite o f  
in d iv id u a ls '  p u b lic  wants, and th e  S ta te  compares th e  cost 
and b e n e f i t  o f  a l t e r n a t iv e  f i s c a l  d e c is io n s ,c o n s id e r in g  
the  average v o t e r ' s  s a t i s f a c t i o n  as t h i s  re p re se n ts  the  
genera l mandate given to  i t  by th e  populace.

Expenditure i s  as im portant as th e  revenue s id e .  This i s  
a  c o ro l la ry  o f  th e  concept o f  th e  p roducer-S ta te  which 
assumes t h a t  th e  raison d'etre o f  the  S ta te  i s  enhancing 
the  s a t i s f a c t io n  o f  th e  c i t i z e n s  by complementing t h e i r  
s a t i s f a c t i o n  from p r iv a te  goods w ith  p u b lic  goods.

The market mechanism i s  no t a p p ro p r ia te  f o r  determ ining the  
most e f f i c i e n t  a l lo c a t io n  o f  p u b lic  goods. The p ro p e r t ie s  o f  
pub lic  wants include i n d i v i s i b i l i t y ,  n o n -e x c lu d a b il i ty  and 
n o n -r iv a lry ;  th e re fo re ,  the  a n a ly s is  o f  th e  f i s c a l  process 
must be l e f t  to  th e  sc ience  o f  Pub lic  Finance.

S pec if ic  To re c o n c i le  th e  "coopera tive"  S ta te  concept o f P an ta leo n i,
problems De V i t i  and Mazzola w ith  the  "oppress ive"  S ta te  th e o r ie s

o f coeval I t a l i a n  T h e o ris ts  such as P a re to ,  Mosca and Barone.
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The " Ju s t"  Taxation View 

W ickse ll , L in d ah l, Joharmsen

The market f a i l s  to  e l i c i t  in d iv id u a ls '  p re fe rences  o f 
pub lic  wants, so a  p o l i t i c a l  so lu t io n  i s  req u ired .
Although an e f f i c i e n t  a l lo c a t io n  i s  r e q u ire d ,  t h i s  
must be achieved w ith  j u s t i c e .  The c i t i z e n  who 
d o e s n 't  want to  su rrender  h is  p r iv a te  funds f o r  pub lic  
purposes must be p ro te c te d  (W icksell) . But t h i s  can 
be achieved e i t h e r  by adopting the  "unanimity" r u le  
in  p o l i t i c a l  d ec is io n s  (Wicksell) o r  by c re a t in g  a 
p o l i t i c a l  process based on economic d e c is io n  ru le s  
d i re c te d  a t  ach iev ing  an equ ilib rium  o f  the  supply and 
demand o f  pub lic  goods (L indahl).

The S ta te  announces a  new pub lic  s e rv ic e ,  bu t the  d e s i r a ­
b i l i t y  and th e  ex ten t  o f  th e  t o t a l  ou tlay  a re  determined 
by th e  e l e c t o r a t e .

The S ta te  r e g i s t e r s  the  in d iv id u a ls '  demand fo r  the  pub lic  
se rv ice  under co n s id e ra t io n ,  and b i l l s  each c i t i z e n  according 
to  h i s  d ec la red  "marginal" v a lu a t io n  (Lindahl S o lu t io n ) .

The c i t i z e n s  decide what th e  t o t a l  ou tlay  f o r  the  p ro je c t  
w i l l  be, what should be the  proportions  o f th e  t o t a l  ou tlay  
among various  pub lic  goods, and who should pay how much tax  
according to  t h e i r  r e g i s te r e d  p re fe rences .  This process 
leads to  economic e f f ic ie n c y ,  which i s  a l s o  an e q u i ta b le  one.

F u lly  considered  both i n  terms o f  t o t a l  pub lic  ou tlay  and 
in  terras o f  a l lo c a t io n  o f  the  pub lic  o u tlay  in to  various  
p r o je c t s .

Combines th e  I t a l i a n ■"b e n e f i t"  concept w ith  the  A ustrian  
concept o f  in d iv id u a l  v a lu a t io n ,  and f u r th e r  combines the 
vo lun ta ry  exchange-benefit approach w ith  th e  Anglo-Saxon 
view o f  a b i l i ty - to - p a y  in  th a t  the  l a t t e r  approach i s  
adopted in  th e  de te rm ina tion  o f  ta x  sh a res .  The mechanism 
adopted resembles th e  market mechanism w ith  i t s  demand and 
supply f e a tu re s .  The pseudo-tax scheme o f Lindahl works 
l ik e  th e  p r ic e  o f a  p r iv a te  good th a t  b r in g s  e f f ic ie n c y  and 
ju s t i c e  in  terms o f  th e  s ta tu s  quo.

Assumes th a t  t ru e  p re fe rences  a re  rev ea led . The v o te r  w i l l  
no t re v e a l  h i s  p re fe rences  s ince  t h i s  would be tantamount to  
in v i t in g  the  S ta te  to  ta x  him.

No coercion , t h i s  i s  a system where an e f f i c i e n t  ta x a t io n  
i s  coupled w ith  a j u s t  ta x a t io n .  Each taxpayer purchases 
the  same s o c ia l  good a t  a  d i f f e r e n t  p r ic e  r e f l e c t i n g  h is  
own v a lu a t io n .
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