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TRANSLATOR’S NOTE

No apology is needed for introducing this book to English readers.
In the review to which Professor De Viti de Marco refers in his
preface to this translation, Dr. Frederic Benham stated the book’s
claim to attention from an English audience better than I could
-hope to state it:

“This is probably the best treatise on the theory of Public Finance
ever written. In its more restricted sphere, it is comparable to the
Pnnaples of Marshall. Like the Principles, it is the product of many
years’ thought; like the Pringiples, it can be read again and again,
and brings fresh illumination each time; but, unlike the Pmu:zples,
it has not had the influence it deserves, except in Italy, where its
effect has been profound, and possibly in Sweden . . . The lack of an
English translation is a great misfortune and loss to all students of
Public Finance in Enghsh-speakmg ‘countries.’*

This translation is based on the definitive edition of the Prmczpu,
published at Turin in 1934. Books I, II, and V are presented: in
their entirety, with a few very minor changes, most of them sug-
gested. by the author, and all of them approved by him. At his sug-
gestion, also, or with his approval several sections have been omitted
from Books III and IV, since their discussion of the details of the
Italian tax-system was deemed of minor interest to ‘non-Italian
readers.

My sole aim in this translation has been to render the author’s.
meaning with the maximum of fidelity. I have made no attempt to
soften or modify the peculiarities of the author’s style; if I-had
attempted, for example, to provide a substitute for. the abrupt
transitions .or the short, brusque paragraphs, I should have con-
veyed an impression entirely different from that conveyed by the
Italian original.

The author has seenand revised the whole of the translation. I
have attempted to incorporate his suggestions even in cases in which
I myself should have preferred what seemed to me a more elegant
rendering; but I trust that I have admitted no barbarisms. In order
to minimize the danger of misunderstanding wherever questions of

1 Economica for August, 1934, pp- 364, 367.
12



TRANSLATOR’S NOTE

nomenclature are involved, I have added a series of footnotes in

which the translated phrase is given in the Italian original. ~
I must acknowledge my debt to my husband, Professor Arthur W.

Marget, under whose supervision the translation was made.

-EprtH Pavio MARGET

Minneapolis
January, 1936



PREFACE TO THE ENGLISH EDITION

To the Reader:

I HAD intended to write a preface to this English edition which
would take account of such revi¢ws of my book as have appeared —
especially those which appeared in German publications — and
would answer some of the criticisms that were made in those
reviews.

But when I began to write the preface, I realized that the major
criticisms do not derive logically from the premises on which my
treatment is based, but arise from a different conception of the theory
of Public Finance. They derive, that is to say, from the common
notion that the phenomena of Public Finance give rise to problems,
not of theory, but of practical statecraft. For the solution of these
practical problems each writer then has recourse to his personal
ideals of social justice, on the basis of which he offers gratuitous advice
to the politician, often without noticing that the latter accepts the
advice and follows it only in so far as the precepts that were developed
within the scientific or supposcsly scientific field happen to coincide
with the interests that the politician is defending in the pohtxcal
field.

It is for this reason that, on the fundamental issue, my critics and
I proceed along parallel lines which never meet.

In fact, I treat Public Finance as a theoretical science, assigning

to it the task of explaining.the phenomena of Public Finance as they
appear in their historical setting. Hence it is necessary, on the one
hand, to go back to the causes of these phenomena, and, on the other
hand, to trace their effects.

From my point of view, therefore, the phenomena of Pubhc
Finance are variable. Thus, the Public Finance of the Middle Ages is
not the Public Finance of modern times; the Public Finance of States
‘based upon slavery and absolutism differs from that of free and
parliamentary States. The resulting treatment is a complex one,
which passes from the abstract to the concrete; the method involved
is not an easy one, since it borders upon different disciplines; but at .
any rate it is a treatment which is objective, impersonal, and
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PREFACE TO THE ENGLISH EDITION

theoretical, in contrast with an approach founded on g priori canons
of absolute justice, which does not exist.

It is also logical that the basic premises of the’ theoretical reason-
ing should be deduced from the historical milieu to which the
phenomena belong, since Public Finance cannot stop with the
abstract, but must proceed to the concrete problem.

Now, we hold that in modern society all income is produced as
the result of the free activity or free choice of the citizens, and that
these incomes are, as a matter of fact, qualitatively equal — that is,
that they are homogeneous economic quantities — since they repre-
sent the maximum that each individual is able to produce under
given conditions. From this is derived the juridical premise of equal
fiscal treatment of all incomes; and from this it follows also that, as
we pass from the abstract to the concrete, every deviation from this
principle — whatever the cause of the deviation — is an acknowledg-
ment of the presence of a political factor, the nature of which
must be ascertained and the relative influence of which must be
evaluated.

And here I stop, because I do not wish to repeat myself ad
infinitum.

While holding firmly to my premlses, I am prepared to regard
as useful and even welcome, for ‘purposes of discussion, all the
criticisms directed against my particular. theories; but I prefer,
for the present, to leave these criticisms to the judgment of the
reader.

I have greatly desired this translation, particularly because I hope
to find among English economists, who maintain faithfully the tradi-
tion of theoretical treatment of economic problems, an easier
understanding. of the method that T have tried to apply, mutatis
mutandis, to the problem of Public Finance. ;

And now that the translation is appearing, I am anxious to
express my gratitude to those who have helped to bring it into
being: to Professor Arthur W. Marget, who charged himself with the
responsibility of finding a translator and publisher; to Professor
Lionel Robbins, who graciously offered to include the volume in the
series in which it appears; to Dr. Frederic Benham, who was kind
enough, in a review of this book in its Italian and German dress,.to
call for an English translation, and thereby, I suspect, encouraged
the publisher to assume the risk involved (which I hope will turn out

15



PREFACE TO THE ENGLISH EDITION

to have been not too great); and, above all, to my translator, Mrs.
Marget, who, with the generosity of true friendship, so readily
consented to undertake a difficult and trying task. To all these I can
only express my heartfelt thanks,

A. pE ViT1 pE Marco
Rome
. December 24th, 1935



INTRODUCGTION

Tms book, now presentéd in a definitive edition, is one of the
representative works of contemporary Italian economics. The
international reputation of its author, Antonio de Viti de Marco,
does not yet correspond to the estimate of him as facile princeps which -
is held by the scholars of his own country; just as, indeed, it often
happens that men whose reputation at home is no more than
average enjoy a great reputation beyond the borders of their own
country. Itis therefore to be hoped that this translation of his book
will make known outside of Italy one of the most independent and
original spirits that grace Italian economic science.

For more than forty years Antonio de Viti de Marco was a re-
nowned professor of Public Finance at Rome. Yet he has always
been very much more than a mere professor. He is a true nobleman,
a statesman, a thinker. He is also one of the group of men who,
between 1885 and 1goo, published in the pages of the Giornale degli
Economisti contributions to the pure theory of economics so important
that they made the period which was known as that of the Lausanne
School, but which should really be called that of the Italian School,
comparable with the most brilliant epochs in the history of our
science. Of the men who made up this group, Pareto is perhaps the,
best known; but the others — Pantaleoni, Barone, and De Viti —
have equal, if not greater, claims to distinction.

One is perhaps less quickly attracted to De Viti than one was to
the others. The fine face, with its distinguished features, the inviting
yet slightly ironic smile, the slow speech, hesitating sometimes as it
gropes for and finally hits upon the precise expression it wishes, the
easy manners of a grand seigneur — all these reveal at once his aristo-
cratic origin. Born of a noble family of landed proprietors in the
south of Italy, he belongs to the tiny group of men who have conse-
crated their lives to public service because, being economically
.independent, they feel it their duty to serve their country without
preoccupation for themselves or for interests they might represent.
It was to them that, in countries under parliamentary government,
the power belonged up to the middle of the nineteenth century.
They were always few, however, in Italy, where, for the most part,

19



INTRODUCTION

the chambers were crowded with professional pohtu:lans or repre-
sentatives of economic interests. It was almost as rare in Italy that
- a member of the aristocracy who was still attached to his ancestral
estates should devote himself to scholarship.

It is impossible to speak of the share whlch De Viti has had in
advancing the subject of Public Finance without assocxatmg it with
his general intellectual position and his activity in public life. His
position was that of a liberal of the classical period. When, in 1899,
he opposed the bill for control of the press which the government

.introduced after the riots in Milan, he took the position that the press
is no concern of the State, and that the State has no right to pre-
s¢ribe its tenor nor to discipline it; that, on the contrary, every
citizen has the right to say and to write in the newspapers what he
thinks, with the understandmg that he is‘subject to the consequences
which his action may have in accordance with the general law of the
land. He wanted to see adopted in Italy that definition of freedom
of speechr which had been established by English authorities on con-
stitutianal law: ‘the right to say and to write what will not be found
improper by a jury of twelve citizens’. To be sure, one does not in
this way obtain a ‘legal’ definition of what one may and what one
may not write. Yet he regards as worthy of pity a society which
_believes that it must defend itself against its members by legal.
definitions and prosecutions. Free expression of opinion and sharp
criticism show where existing evils lie, and facilitate their abolition.
If one believes that the twelve members of a jury will acquit the
authors of political pamphlets and political offenders, then there is
no other way to salvation than to change public opinion and the
ideas which are widely diffused ‘and regarded as.sound in the
society in which the twelve members of the jury live. The free ex-
change of opinions and not violence is the method by which we must
‘proceed in order, to. transform society. - '

In his capacity as one of the editors, beginning with July 1st, 18go,
of the Giornale degli Economisti, and as deputy to Parliament during the
war, De Viti fought notable battles against all forms of pnvﬂcge and

-on behalf of freedom: agamst pnvﬂege-demandmg protectionism,
in favour of a reorganization of the banking system, in favour of the
equalization of the tax-burden as between different groups:and
different regions, in favour of the independence of constituted
authorities, agamst the privileges of pubhc enterpnse, the
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INTRODUCTION

co-operatives, and the socialistic organizations. After the war, the
excesses of the class-organizations and the disintegration of the social
structure led to the tenants’ taking the place of the landlords, the
seizure of land by those who were not capable of cultivating it, the
occupation of factories by workers who had no capital and were not
traiged to manage them, and to the plundering of shops on the pre-
text of forcing a lowermg of prices.. At that time he belonged to
those who attacked the inaction of the government. He attacked the
dictatorship of the bureaucracy, which had existed before the war,
but had grown to enormous proportions during the war — a bureau-
cracy which, exploiting its. supposed familiarity with the techni-
calities of administration and the unfamiliarity of the ministers with
those technicalities, imposed itself upon the successive governments
and upon parliament, and regarded the State as its own property,
the tax-payers being. regarded as subjects who have to pay. taxes for
their benefit. Though his cntmxsm, up to the very last (1922), ‘was
designed to arouse the conscience of the country against all inter-
ference with the right of the individual to freedom and zgamst
interference with the parliamentary system, his chief aim “was
always the strengthening ef the liberal, democratic state,

The rise of Fascism, with whose action against the dissolution of
the state De Viti and his group had at first been in accord, prevented
further public activity on his part. It is clear that Fascism was
irreconcilable with a political confession of faith that wished, to be
sure, astrengthening of the State, but wished also that the State should -
be democratic and liberal. It wished, that is to say, a state that is
so organized that it completes the individual and makes him freer.
Thus, in 1922, De Viti and his group had to step aside, and their
voice was stilled:

The thinker, however, remained; and he took advantage of the
political retirement into which he had voluntarily withdrawn to pre-
pare the book which is now pmscnted to the public.

Perhaps it is due to his retiring character — not haughty, yet not
found encouraging by most young people — that De Viti has not
formed what is usually calléd a ‘school’ of students of Public Finance.
Nevertheless all of us who have studied the problems of finance
during the last thn‘ty years regard him as ‘the’ master. He has
attained this posmon naturally, as the result of a spontaneous and
universal recognition. It does not always occur to scholars to study

B 21



INTRODUCGTION

the books of others when troubled by a problem in the theory of
Public Finance; but almost always it seems natural to them to ask
themselves: what does De Viti think about it?

The premises of the Principles are to be found in an essay pub-
lished in 1888 under the title The Theoretical Character of Public Finance
(1 carattere teorico dell’economia finanziaria). Those were fruitful years
for the science of Public Finance in Italy. While the four men
mentioned at the beginning of this introduction advanced general
economic science, it was two of them in particular — Maffeo Panta-
Jeoni and Antonio de Viti de Marco — who from that time on exer-
cised their talent on the special problems of Public Finance. To
their names, in this particular field, must be added that of Ugo
Mazzola. All three felt a sense of dissatisfaction as they surveyed that
sorry mixture of prachcal precepts, rambling discussions of philo-
sophic and political themes, comments on legal texts, and loose
applications of definitions and economic laws which made up, and
to a great extent still make up, the literature of Public Finance.
When one recalls the pages in which were presented a mixture of
abstract reasoning and concrete dxscussmn, theoretical schemes and
historical examples, deductive reasoning and cmpmcaI illustration
of legal instances from this or that country, one sees again the master’s
ironic smile. “This is not science,’ De Viti would announce as he put
the book down quietly, ‘The fellow’s an ass!” Pantaleoni would cry,
in brutal condemnation. ‘He knows no-economics and he never will
learn any!” What Mazzola would have said, I do not know, for I
did not know him personally.. His was a fine talent, equal to that of
his friends. But he was cut off prematurely from a scientific career,
and his contribution to its progress was less than it might have
been.

Mazzola’s book entitled T#e Smntzﬁc Data of Public Fmance (I dati
scientifici della finanza pubblica, Rome, 189o0), published shortly after
that of De Viti, gives evidence of the strong feeling these men had,
to the effect' that Public Finance must be given a predominantly
theoretical character. Mazzola’s mind had been stirred by the
appearance, about that time (1882), of Sax’s great work, Grundlegung
der theoretischen Staatswirtschaft, popularized with amazing success in
Italy by Giuseppe Ricca Salerno. But Sax’s habit of drawing a sharp
contrast between individualism and collectivism, and his habit of
postulating certain collective aims, which could in fact be distin-

o2 : :



INTRODUCTION

guished from individualistic aims only with difficulty, and then not
clearly, was not a method which suited the clear minds of our
theorists, Mazzola built his loglcal structure more dxrectly There
exist, in the first place, the aims of the individual. To attain these,
however, ‘it is necessary to accomplish other aims, which represent
the necessary condition for the accomplishment of the final aim, and
which cannot be obtained otherwise than by collective co-operation.
Man does not set as his ultimate or direct aim such things as national
defence or general security. He wants to accomplish his material
aims of life, or his spiritual aims in the field of moral or intellectual
improvement. He cannot arrive at these ends, however, unless he is
able to live in such a way that he feels secure against his foreign and-
internal enemies and is prepared to co-operate with other men for
the achievement of aims denied to men who live in a state of isolation.
Therefore the ‘public’ aims are dxstmgulshed as bemg ‘conditional’
to the attainment of the ultimate aims of man apd as being attainable
only through political co-operation. The voluntary association of
private individuals would not serve the purpose; what is needed is
rather a political co-operation which is really a form of compulsion.
Having defined public aims, Mazzola, following the same general
line, defines public ‘goods’ as those that serve to satisfy the public -
‘need’, so-called because it arises from thé necessity or the wish to
attain public ‘ends’. In this way, Mazzola showed that the science of
Public Finance is an autonomous science, different from the science
of economics, because it has a subject matter — public ends, public
needs; and public goods — which is different and is clearly to be
characterized as different from the subject matter of general
economics. It must be remembered that the science of Public
Finance had up to that time been regarded as merely a chapter of
economics, studied apart from the mother science merely. for the
practical reason of division of scientific labour that was made
necessary by the fact that professional economists found it impossible
“to include along with general economic phenomena the very
numerous and important phenomena which are associated with the
life of the State. Only then will one fully appreciate the theoretical
importance of the attempt of that courageous band of young Italian
economists to give the science of Public Finance its own peculiz:
content, different from that of general economics. It is from this
period that we date the beginning of a type of analysis and
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description of financjal phenomena which regards the latter as
-autonomous and distinct from economic phcnomena'

Having written a classic study in economic theory on the subject
of The Theory of Tax-Shifting (Teoria della traslazione dei tributi, Rome,
1882), Maffeo Pantaleoni turned his attention to another problem in,
Public Finance, contributing to the Rassegna italiana of 1883 his
Contribution to the Theory of the Distribution of Public Expenditures
(Conmbuto alla teoria del nparto delle spese pubblicke, re-published
in Pantaleoni’s Scritti varii di economia, Palermo, 1go4). He there
applied to the distribution of public expenditures those criteria that
Jevons and Walras had found useful in clarifying, from the point of
view of the individual, the laws of the distribution of a given quantity
of money between various kinds of goods, present and future. ‘In
approving any item of expenditure, parliament cannot help feeling
that if the total quantity of available resources remains unchanged,
many other expendityres, which had been equally possible before the
expenditures actually current were approved, were eliminated by the
‘'very act of approval. For this reason expenditures must be judged in
advance of the act of approval from two points of view: first, from}
the standpomt of the inherent utility of the expenditure, on the basis:
of which it is placed on a list of possible expenditures; and second, from'’
the standpoint of the utility of the expenditure under consxderanon
as compared with the utility of other ‘expenditures that are equally,
possible, on the basis of which it comes to be a preferred expendxture %
In 1887, Pantaleoni published another study in economic theory on
the subject of the Theory of the Tax Burden (Teoria della pressione tribu-
taria, Rome; later re-published in the Scritti cited above), in which he
investigated the effects of taxation on earned income and on income
from capital. Thus was planted the fruitful seed from which was to
develop a whole literature on the consideration of and the choice
between the various forms of public expenditures and taxes.

Most of the writers who followed held that Pantaleoni, Mazzola,
and De Viti erred in positing a{the foundation of the theory of
Public Finance a conscious judgment reached upon the basis of a
calculation of advantage of the sort associated with the concept of a
homo mmomzc/) As a matter of fact — so these objectors argued —
decisions are”made by govemmcnts and parhaments organs of
classes and groups that legislate in their own interest — often not
only against the judgment, but also to the detriment of a majority
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of the country’s citizens. They insisted, therefore, that a decision
taken in the field of Public Finance differs from a decision taken in.a
~ strictly economic field not because it is an economic decision applied
to collective ends, but because. it is a political decision.

If this criticism were true, it would force the science of Public
Finance back into the chaos from which those Italian writers of
1880-go had tried to rescue it. For to call a decision ‘political’
amounts to calling it a ‘synthetic’ one, based on a vast number of
conflicting interests as between individual classes and parties, on
passions, sentiments, and prejudices, which vary from place to place
and moment to moment. Ifsome order is to be brought out of chaos,
it is necessary first to classify, to catalogue,.to rank these bases for the
making of decisions; secondly, by means.of successive approxima-
tions, to deduce, by a process of abstraction, truths of a very general
kind; and then, step by step, to deduce truths that are more concrete
and nearer to reality. It was this that Pantaleoni had done in the
fundamental essay cited above, with his eyes turned realistically on
the Italy of his time, applying Jevons’s rules concretely to the budgets
presented by contemporary Italian Ministers of Finance. ®

De Viti’s own contribution in that period, so creative in the field
of the pure theory of Public Finance, was the construction of two
limiting schemes or hypotheses for the interpretation of facts.{ Who
feels the burden of the costs of government and who obtains satis-
faction from public goods? Who decides on the levying of a given
group of taxes and their distribution among the various branches of
public expenditure? The State.| But in what sense may the State be
thought of as a sentient being? To which of the known types of
economic individuals can we compare it? Here De Viti offers his!
hypotheses — not as representations of a concrete reality fully
attained at a given time and in a given place, but as interpretative
tools designed to throw light on- the confused mass of facts in the
field of Public Finance. In this the statesman joined hands with the
thinker. The student who thinks of the science of Public Finance
solely in terms of politics no longer has a guide when he comes to
philosophize about his subject. For he expects inspiration from
politicians; and he explams the facts, which he must classify and
systematize, by the various’ changeablc, vague, and cont.radlctory
reasons which i mspxre the actions of politicians from time to time —
these reasons, in turn, being the result of a direct and synthetic
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mtumon, on the part of the politicians, with respect to the sentiments
and wishes of the ruling classes and the governed masses. De Viti,
however, saw in all these things — the tangle of facts, thé/s;ecml
interests of gtoups, orders, and classes, the variety of tax systems
created in various times and places — certain vital points of orienta-
tion. The political history of the nineteenth century seemed to him
a transition from a type of government in which a privileged group
held the power to a type of government in which the power was in
the hands of all. The history of Public Finance was the reflection, in
the field of taxes, fees, revenues from public domains, and of public
debts, of this transformation. Yet theory is not identical with hxstory
Although it is more concrete, or nearer to reality, than is pure
economic theory, the theory of Public Finance must abstract from
the ‘many’ concrete facts ‘some’ fundamental types, and must ask
what public finance would be like if we start from the hypothesis
that a given ‘type’ exists in reality. Hence his conception of the two
fundamental types of state — the monopolistic and the co-operative—
and his study of their financial procedures.
1t is idle to object to this sort of analysis on the ground that the
two types do not correspond exactly to reality, which is of course
more varied and rich. It was not De Viti’s intention’ to construct a
science of complete redlity. No one has ever known or perhaps will
- ever succeed in constructing-such a science. So long as one’s
reasoning is straightforward, one’s logical- construction remains
valid. So long as De Viti’s two. “types’ abstract from reality some
features of that reality which are true — so long as they represent, as
they unquestionably do, two genuine aspects of historic reality, his
construction, in addition to being perfectly logical, is not a futile
one; on the contrary, it is full of suggestions for further work in the-
field. Anyone who wishes to conceive another type of state may
build another theoretical structure, which will likewise be perfectly
logical and anything but futile. What De Viti has done has been to
construct the theory of Public Finance for the monopohsnc state
the state of the one or the few — and for the co-operative state
the state of the whole body of citizens. Someone else may construc
a different theory for a different type of state. Up to now, however,
this has not been done; for what other ideal can seem better in, the
eyes of the student of Public Finance than that of a state dedicated
to the service of the general interest, in the present and in' the
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future, of the whole nation? The statesman who, when he reads,
looks, not for minute rules of daily life, but for a guide which, like a
beacon, will direct him in the choice of the road which he seeks, and
which he will later traverse in very different ways according to the
changing phases of history, will always be grateful to De Viti for
having offered two guiding lights. One of these he will certainl
wish to avoid; for no one wishes to govern peoples for one’s owﬁ
sake or for that of the group to which one belongs. The othe
beacon flashes a hopc of arrival in a port which will represent
gain for all, the attainment of that goal wh1ch is best suited to thé
whole nation.

Every science is the more fruitful as a science in proportion as it
is not dominated by insistence upon immediate practical applications.

{ It was not De Viti’s primary intention to give advice to those who

govern. What he did was to study, in a lqgical manner, what would
be the actions — and the consequences of; the actions — of those who
govcrn, according as the latter are assumed to be bent upon benefit-
mg themselves, on the one hand, or the whole nat10n, on the other.
Itis prec1sely because De V1t1 wished to remain in the abstract 