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INTRODUCTION 

My friend, Professor Seligman, has recently prefaced 
Dr. Shultz'~ translation of Professor Rignano's work 
for American readers. I should like briefly to set 
forth why I count it an obligation to introduce that 
work to a British public, which, so far, only knows 
Professor Rignano through the references of o~er 
writers. It is in order that he may speak to them 
for himself, and so that his ideas may have a fair 
hearing and, if rejected, be rejected only aftet: mature 
and proper consideration free from' prejudice and 
misunderstanding. Those ideas are, at any rate, 
sufficiently novel, and, if acceptable, sufficiently 
important, to warrant a deliberate judgment. More
over, it is by no me~ns to be thought that what may 
be good in one country is necessarily satisfactory in 
another with different traditions and constitution. 
Again, it is by collective convergence of thought 
from a number of different viewpoints, rather than 
by the wishes or inclinations of a single class, that 
such a judgment can be formed. 

Death Duties on their present principles in. this 
country have now existed for thirty years, but the 
severe progression in their rates is of more recent 
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Introduction 

establishment. In each instance fiscal needs, rather 
than any conscious political desire to interfere with 
liberty of bequest, or to redistribute wealth, have 
been the prime factors towards change. It is doubt
less possible on general grounds of equity and 
justice in taxation alone to justify a considerable 
degree of'progression, but it is by no means certain 
that the general assumption that the effects are 
leading ultimately to the greatest common advantage 
is going to be made good. The saving of capital 
resources for increased production, with a growing 
population, is a most vital element in our social 
economy-doubtless' at its point of maximum benefit 
if the saving can be made widespread and general, 
but by no means to be gainsaid or dispensed with 
even if the saving should be .. registered" in the 
name of but a few. The nineteenth century acqui
escence in the perso~al accumulation of extreme 
riches on the tacit condition that the owner did not 
himself enjoy, by consumption, the interest or 
produce, ,but .. turned it in .. again, into the pro
ductive field, has been eloquently described by Mr. 
Keynes as an essentially unstable situation. But the 
process, whether right or wrong, did at least raise 
the national productivity and standard of life of the 
whole community in' unexampled fashion. In so 
far as high progression in taxation interferes with 
the old rate of capital accumulation, it prompts two 
very critical questions in the general social interest:-
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(a) Are those sections of the population whose 
saving capacity is not impaired by high taxation, 
i.e., in whmle favour wealth is being re"dis
tributed, taking the place (as savers) of those who 
are being heavily taxed and, by a multiplicity 
of small savings, providing the requisite capital 
accumulation ? 

(h) Has the incentive to saving, owing to heavy 
Death Duties, on the part of those with con
siderable incomes, been impaired ? 

If the answer to (a) is found to be negative, and to 
(h) affirmative, we may well conclude that the future 
accumulation of capital is in serious jeopardy. 
Statistical indications in the first case are scanty, 
but as far as they go, they lead to the view that, 
important though the savings of the lower classes 
may be, they are not adequate to" fill the gap." As 
regards the second point, either the incentive to save 
is seriously affected by Death Duties, or those duties 
are actually avoided by the distribution of wealth 

" during lifetime. We have the dilemma of either a 
social or a fiscal evil. 

Professor Seligman says: .. The new feature in 
Professor Rignano'!i ingenious suggestion is that 
the graduated principle of taxation, which has 
hitherto been applied only to the amount of the 
inheritance and to the degree of relationship, should 
now be extended, in the interests of society as a 
whole, to the time or the period when tlie property 
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was acquired. Professor Rignano, in short, contends 
that while all the property acquired by an individual 
during his life and by his own exertions should be 
virtually free from taxation, that part of the estate 

,which he has inherited from someone else should 
be subject to heavy taxation. By increasing the rate 
according to the degree or time of acquisition, the 
result would be an automatic turning over to the 
Government of a continually increasing fund of 
capitaI. 

" The author endeavours to attenuate the radical 
implications in his suggestion by emphasizing the 
fact that in his opinion this will strengthen rather 
than weaken t~e incentive to work, to save, and to 
accumulate. " 

Professor Rignano's work will, it seems to me, 
appeal to three different classes of thinkers. First,. 
it is of interest to those who regard death duty 
taxation as a valuable part· of our fiscal system, but 
who would like to be able to raise an undiminished 
sum on principles which will have less harmful 
economic influences either upon savings or in the 
direction of fiscal avoidance. For example, Professor 
Pigou says (Economic6 of Welfare, p. 676): "If the 
various technical difficulties that present themselves 
could be adequately dealt with, it should be possible, 
by the Rignano plan or some variant of it, to raise 
a substantial revenue from rich persons without 
restricting savings even so much as they are restricted 
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by the existing system-indeed there is much force 
in the contention that his plan would actually lead 
to an increase of saving." Secondly, it will appeal 
to those who regard Death Duty taxation in the 
ordinary course as " eating into the national capital" . 
-an attitude which, as I have shown elsewhere, 
may easily degenerate into pure fallacy-. but who 
would willingly raise as much as possible by in
heritance taxes for the redemption of debt. Third, it 
is directed to those who would use the fiscal engine 
for pUrposes beyond the fisc, and avowedly for 
socialistic aims, either to redistribute. individual 
wealth, or to accumulate State wealth. 

It is not necessary for one to share Professor 
Rignano's ambitions under the third head-indeed 
one may be quite hostile to them-in order to assess 
the value of his principal idea for the purposes of 
the first two objects above mentioned. One may 
be entirely out of sympathy with his desire to secure 
progressive socialization of wealth, and yet look, in 
the milder application of his principle, for some 
amelioration of the economic drawbacks of the 
present taxation system. For example, Professor 
Henry Clay iIIustrates the principle (Property and 
Inheritance, p. 33) by a scale of 20 per cent. at the 
first transmission, 40 per cent. at the second ; 60 per 
cent at the ,third; 80 per cent. at the fourth, and 
100 per cent. at the fifth. In other words, the fate 
of an estate built up atthe present time to £2,000,000, 
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and being left every thirty years under existing rates 
and under such a scale as Clay suggests, would be 
respectively as follows (ignoring legacy and suc
cession duties) :-

AMOUNT OF ESTATE ,LEFT AFTER. TRANSMISSION IN THE YEAllS: 

I 

1940: 1970 • 2.000. 2.0 30• 2060. 

Existing method 
and scale. 1,2.00,000 8r6,ooo 587,52.0 43< ... 775 330042.9 

Rate per cent. 40 32. 28 2.6 24 
Rignano method. 1,600,000 960,000 384,000 .76,800 nil. 

It will be seen that the Rignano scale, while much 
less severe to begin with, would in seventy-five years' 
time leave less than the existing scale, and in 135 
years' time would extinguish the present [,2,000,000 

estate, while our existing system would still leave 
[,330,000 of it to the fifth successive inqeritor. 

In considering his ideas we have to answer 0.ree 
questions :-

(I) Are they prima J acie .. unnatural .. ? 
(2) Are they against fiscal or economic principles? 
(3) Are they admip,istratively practicable? 

Is complete Jreedom oj hefjuest a nat~ral right 1 Is 
Death Duty taxation an interference with that right' 

Although some have attributed the groWth of 
Death Duty taxation to the spread of democratic 
ideas, it is at least arguable that this apparent con
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nection m~y not be due to a conscious democratic 
mastery of the political theory of inheritance, so 
much as to the force of example in the search for 
new sources of revenue to meet an increasing growth 
of expenditure which depends not on the form of 
government so much as on the growing economic 
complexity of the modern State. Or at any rate we 
may say that the need for money has acted as an 
incentive in the search for an appropriate political 
philos9Phy. Nevertheless, there are striking in
stances where the observation of the results of the 
principle of inheritance in the modern State have 
prompted the idea of State restriction by the engine 
of finance and where the raiSing of revenue has not 
been the immediate objective. Thus three great 
Americans in a short period of time unite on this 
line of thought ; Taft regarding it as one of the ends 
of government to make the State share largely in the 
accumulations it has helped to bring into existence ; 
Roosevelt being desirous of making it impossible 
for an enormous fortune to be handed on to a single 
individual; and Carnegie finding it difficult to 
prescribe a limit to the extent to which the State 
should go in sharing a rich estate. 

When taxation is levied upon things, in a general 
belief in diffusion of incidence, 'quite different con
siderations arise as compared with its imposition if 
it is regarded as falling upon persons. The more _ 
advanced fiscal conception that, however much taxes 
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may appear to be levied on things, they are actually 
paid by persons, leads to more elaborate ideas in 
taxation. For the thing or the property, the tax in 
rem, can clearly not be complex in character. But the 
individual is so various in his circumstances and in 
his relation to the property, that there is room for a 
wide variety of rates and scales. When property 
passes at death one may think chiefly of the personal 
~ircumstances of the deceased, and the amount of 
wealth which he is privileged by the State to will by 
personal· [direction, that personal direction being 
protected and backed by the whole force of the 
State's law and order. One can look from whom it 
goes, or one can look to whom it goes. The personal 
circumstances of the recipient who benefits by the 
be}luest, whether he be rich or poor, and whether 
the amount coming to him be latge or small-these 
are factors which may serve as variants in a scheme 
of taxation. Or again one may consider the distance 

, which the bequest has to cover, measured in the 
nearness or remoteness of kinship. It may seem a 
less remarkable service for the, State to perform when 
it protects the passage of a man'swealth to his widow 
or his sons, than when it secures the more artificial 
rights of a distant relative or complete stranger. It 
may seem again that. the element of expectation on 
the part of a distant relative should be so much less, 
his surprise so much more, than that of the immediate 
family, that the State could, without hardship, call 
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upon the former for, a more substantial sacrifice. In 
fact, it will be fouAd that schemes of inheritance 
taxation in different countries are based on one or 
other of these principles, and frequently blend two 
of them. The factors which determine the basis 
have sometimes been mere historical accidents, 'but 
more often the de~ermining causes are to be found 
in the prevalent ideas either on the principles of 
taxation or the political theory of inheritance. 

It is instinctive for the people of anyone country 
to look upon their ideas concerning inheritance as 
the normal or natural ones. If indeed they are con
scious that different ideas and practices prevail else
where, they regard them as abnormal, at any rate, 
as being so much less" natural" as to require 
justification. As a matter of fact, political ideas 
upon this subject are so varied as to show clearly 
that there is no one nation which is inherently right, 
either in the nature of things or by demonstration 
from political theory. 

In the philosophical theory of property held by 
Locke, he regarded the English freedom of bequest 
as a natural right. But even in his time the right 
was limited, and the power to will lands had only 
recently been conferred by Statute. In intestacy 
then, as now, three different systems prev~iled in 
England, for in addition to the general primogeniture, 
the principle of equal division (gavelkind) obtained 
in Kent, and in other places the custom of borough 
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English gave the property to the. youngest son. 
" Locke would probably have urged that these were 
modifications of the law of nature introduced by the . 
State-made or civil law which derived its authority 
from the social contract. But i~ is not apparent how 
the contract, the obligation to keep which itself rests 
upon a principle of natural law, can override other 
laws of nature which are (according to Locke) as 
sacred and absolute as the law that contracts' shall 
be kept" (RashdaII, Property, p. 45). One branch 
of the theory of property conflicts with another. 
" The rights of property supposed to be derived from 
a man's natural right to the fruits of his labour 
involve the negation of that right in the non
inheritance of property." The same writer con
cludes: "I am myself disposed to think that the 
institution of property cannot bring with it its fuII 
advantages, economic, moral, and social, without 
some form of capitalization and some rights of 
inheritance, however much these rights may be 
curtailed by the State." 

Dr. Dalton has very well .said: .. Most English
men who have not studied comparative law, will 
think it natural that the ownership of their property 
after their death should be governed by their Last 
Will and Testament. Most Frenchmen, in like 
case, will think it natural that the operation of their 
wiII should be subject to the law of the legitime. 
But many Indians, far from thinking the disposition 
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of property by will to' be natural, will find great 
difficulty in understanding what the mere idea of 
a will signifies and implies. Indeed,. Ma:ine has 
pointed out that to the vast majority of mankind 
throughout recorded history the jdea, would be quite 
incomprehensible." The right to direct the owner
ship and use of property after a man's death isno~ 
found in early communities, nor could it be expected 
where ownership is in common by the family or by 
the tribe. Its origin lay not so much, however, in 
full individual ownership during life as in religious 
belief. Maitland says that as late' as the sixteenth 
century the right of bequest was the power to pur-' 
chase the repose of their souls. Intestacy was an 
ecclesiastical rather than a political affair. In 
England the right is by no means absolute, for a . 
man may not direct that his property shall be wasted, 
nor can he direct a perpetual accumulation, nor a 
succession of ownerships after him beyond a period 
of twenty-one years after the death of persons alive 
at his own death. But his right of disposing of his 
property extends to practically the whole of it, and 
with insignificant limits he can ignore all those who 
appear to have most claim upon him. The British 
spe3:king peoples, in the' main, have similar ideas, 
whether in the Dominions or in most of the United 
States. But in continental countries the practice, of 
course, is quite .. different. Close relatives have 
definite rights. Even in the United States a widow 

D.D. [17] 
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is generally entitled to one-third of the personal 
property and a life interest in a third of the real 
property. In Italy one-half of the property follows 
a settled rule independent of the desires o~ the 
deceased owner, and in Fra~ce' the power of free 
disposition is confined to a fraction which diminishes 
with the number of children, i.e., if there are eight 
children, the right of bequest: extends only to one
ninth of the whole. In Russia, inheritance is 
abolished, the property vesting in the State, subject 
to certain provisions for supporting dependents at 
the dit"ection of local tribunals. 

Nor is there any fixity <;If idea in point of time in 
anyone country. France' formerly had, greater 
freedom which became curtailed and narrowed down 
by the Code Napoleon to its present form, and the 
br~adth of practice in Quebec is derived from the 
earlier form. Britain, on' the other hand, had 
formerly much narrower limits, for until recent 
times children had fixed rights, and the limitations 
on freedom of disposition (which still prevail in 
Scotland) varied in different parts of the country. 
In York in 1692 the rights were widened to prevent 
the widow getting too much and to benefit younger 
children, but in fact they allowed the latter to be 
ignored altogether. Legal authorities abound in 
illustrations which show that there is no fundamental 
or .. natural " idea on inheritance. 

It is obvious that where a man dies without 
[18] 
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expressing any wish as to the disposal of his property, 
the rules made by the State may vary very widely, 
although the common principle is a division between 
the . immediate members of the family, with such 
special exceptions as the British law of primogeniture. 

The economic or social effects of these different 
practices are clearly different. The compulsory 
divisions along the lines of the French system are 
generally supposed to make for a wide diffusion of 
wealth. It may make for discontinuity in control of 
production. and a lessened production, except so far 
as this is offset by the advantages of more even dis
tribution. Complete freedom leads, of course, to 
aggregation of fortunes. One cannot be dogmatic 
in the abstract, as to the greater diffusive tendencies 
of the principle of legitim.1 

The right of disposition is doubtless a powerful 
incentive to effort and capital accumulation. Econo
mists have speculated on these influences, and 
Sedgwick surmised that while limitation of rights 
would make the testator save less and work less; 
complete freedom to him would tend to make his 
inheritors save and work less instead. But the claims 
of individual . liberty as against State rights can 
hardly be put so high as to say that the State may not 
so modify the individual's rights by rule so as to give 
a nearer approach to maximum social advantage. 
If such interference involves ~utting out some of 

I Vide Dalton, 1"''1ua!ity of 1""""", •• 
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the more remote individual rights by diversion of 
part of the estate- to itself, it is hardly to be regarded 
as an offence against the natural rights of man unless 
in so doing the. State goes to such a length as to 
commit economic suicide by( thwarting individual 
initiative, and drying: up the springs of social action. 
Mill's proposal to limit the amount anyone person 
could receive by inheritance might have gone far in 
this direction. Rignano himself has objected to 
Mill's proposal that it might make more idlers than 
complete freedom would do. Dr. Johnson said 
primogeniture was good because it made only one 

-fool in a family. . 
. The Principles of Death Duties.-Graduation of 

Death Duties is now well nigh universal in advanced 
communities, but there is considerable diversity in 
the results according to the principles upon which 
the schemes are based. There are four distinct 
principles :-

(a) Graduation according to the ~otfl.l amount of 
the estate. 

(b) Graduation according to the amount of the 
portion of an estate left to each beneficiary. 

(c) Graduation according to the relative poverty 
or wealth of the recipient. . 

(tl) Graduation according to the nearness or, 
remoteness of the relationship between the 
testator and the beneficiary. 

[20] 
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The British Estate Duty follows mainly the first 
principle, and a large estate is taxable at a: very high 
rate, even though it may be divided into a thousand 
small portions and left to comparatively poor people. 

But the legacy duty, much less onerous, embodies 
the second and fourth principles. Pitt in 1796 
switched over from graduation by amount to 
graduation by consanguinity, and the latter is almost 
entirely the most dominant principle. In 1886 
Randolph Churchill contemplated revising the Death 
Duties so as to re1y on the second principle, and deal 
only with the amount of the bequest to a beneficiary. 

These different principle~ find their several types 
of justification in different: doctrines of incidence. 
Some people regard Death Duties as a kind of 
deferred income tax, so that any arguments for pro
gressive taxation of incomes apply, with moderate 
directness, to such a deferred tax. The net fortune 
that the testator leaves would then be comparable 
with what he would have left had he been subject 
annually to a higher income tax. In so far as it is 
the practice of individuals to provide for the duty by 
annual payments of insurance (or by additional 
annual saving that could not otherwise have been 
made) then indeed the duty does assume this 
character. The simple character of the principle is, 
however, rather marred by the fact that the accumu
lation (or insured fund) itself becomes liable to tax, 
and so enhances the value of the estate, so that the 
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principle involves in practice a tax upon a tax. In 
so far as the acti9n of the testator in saving is not 
affected by the prospect of the inheritance tax, it 
may be said that the incidence is not consciously 
upon him. It is said, in consequence, that in such 
a case it must be upon the beneficiary who receives 
less than he would have done if there had been no 
tax. According t~ the principle of faculty or ability 
to pay, which is considered to increase progressively 
with the amount of an individual's resources, it is 
fair to impose a graduated scale on such inheritances. 
But to a son, an inheritance is an expectation, to a 
remote relation it is rather in the nature of a surprise 
or windfall, and windfalls are considered to possess 
a special" ability to pay." 1 Here we derive the idea 
of gr:aduation by degree of consanguinity. Again 
the remote relationship gives far less prescriptive 
right to the fortune, and the boon conferred by the. 
State is correspondingly greater. Whether we look 
at the .. privilege" theory or the .. special faculty " 
theory, graduation by consanguinity is intelligible. 

As a Suppo!ting featllre of. the theory that the 
incidence is upon the testator may be taken the view 
so commonly expressed down to 1907 that the 
graduated death duties were required in order to 
round off our whole system-to supply a progressive 
element in the taxation of income, and to provide a 
differentiation in taxation between earned and un-

1 Stamp, Fundamental Principles of 'I a%ation. 
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earned income. In general discussion the Death 
Duties were always called in aid to justify . the 
existing scheme of income taxation. 

But with the advent of a highly progressive scale, 
and differentiation against investment income, within 
the scheme of the income tax itself, this argument 
for the Death Duties as a .. back tax" is rendered of 
little importance. 

Death Duties applicable to the property as such 
have been justified on the diJIusioll of wealth theory. 
The distribution of wealth by the appropriation of 
accumulated wealth is said to require "no further 
justification seeing that such taxation provides not 
only a direct link in a chain towards effecting in an 
ordered and lawful manner that narrowing of the 
gulf between the very rich and the very poor which 
otherwise, perhaps, might only be bridged by 
political revolution, with all that that involves; but 
also a means by which the very rich are enabled to 
pay to the State, which has nurtured and protected 
them, some part of the great debt which they are 
alleged to owe but to be unable ever adequately to 
repay.1 But this ~nvolves the whole question of the 
extent to which the State may legitimately go beyond 
necessary State expenditure in the direction of so
called .. amelioration " of conditions, and begs the 
question that a more even distribution is actually in 
the long run an amelioration of social conditions. 

I Soward and Willan, 'I axe! on Capital. 
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. Many economists consider the disintegrating effects 
of interference with the legitimate ambitions of the 
saver of capital far outweigh, even in a commercial 
sense, any immediate advantages of.equaliiation. . 

The next principle called in aid has been the" cost 
of service." But .this would lead to a progressively 
smaller proportion being c~arged upon. the larger 
estates, and is, therefore, by practical application, 
out of court. 

Pierson proposed to recognize, both relationship 
and faculty by dividing the rates of tax into twp parts, 
the first attributable to consanguinity and the second 
to " ability to pay" treated as an amplification of the 
income tax. Another theory: the sequence of 
inheritance theory, finds· its origin in the teaching of 
Bentham, linking fiscal principles with the law of 
inheritance. He proposed to limit the power of 
disposition to distant relations,. and to extend the 
law of escheat and thus throw larger portions of 
intestate estates into State ownership. Professor 
Seligman says it -was· but a step to the juster and 
mor~ practicable scheme under which the State takes 
but a small pa,rt from property left to direct relations 

• and an increasingly large sum from remote relations. 
The French carry the principle to the point of 
having heavier rates in the direct line, i.e., grandchild. 
or grandparent paying more than child or parent. 

Professor Rignano adds to these several principles 
upon which progression may be based, progression 
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by distance of time or numberof successions. This may 
operate by itself, or in conjunction with the others. 
For example, a certain scale of rates applicable to 
certain amounts of fortune might be increased by 
It per ctlnt. when the .beneficiaries are of a second 
degree of relationship, and the resultant scale might 
be increased by y per cel\t. where the fortune is being 
left by a person who himself inherited it. 

The third and perhaps the most vital aspect for 
consideration is practicability. This detailed treat
ment would lead .me too far afield in an introduction. 
But I may at lea~t outline the chief headings of such 
a consideration. 

(a) Changes in the value of. money, or rate of 
interest, where the same real fortune .may show 
a fictitious increase or decrease for taxation 
purposes. 

(b) The succession of life interests. 
(c) Changes in valuations of variables, . etc., such 

as mines depending upon an estimate of length 
of life. 

(d) The impossibility of stereotyping the forms 
of wealth received as inheritance, and 6f holding 
to original valuations where the forms, into 
.which exchange has been made exhibit changes. 

(e) Rapid successions horizontally 3.Iong the same 
generations, i.e., from brother to brother. 

U) Governm~nt life annuities to successors. 
[25] . 
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These questions are too technical for a general 
treatise, but upon their successful solution rests the 
practicability of the " Rignano " scheme in.. British 
conditions. 

This present work will, at any rate, serve to open 
or ventilate the subject, even if it can carry it to no 
finat.conclusion. 

J. C. STAMP. 



PART I 

A GENERAL CONCEPT OF THE PROJECT 



CHAPTER I 

Toward a Greater Economic 
Democratization 

BEYOND question, no war of the past can boast of 
results more revolutionary than the struggle from 
which the world has so recently emerged. This, at 
least, will be conceded by the defenders of most 
widely divergent opinions. To understand this and 
to comprehend its significance, we have to search 
into the origins of the war and into the manner. of 
its development. It made its appearance as the 
direct consequence of Teuton imperialism, itself a 
result of Germany's great economic progress, so 
that by many the responsibility for the war has been 
laid upon the capitalistic organization of society. 
It was, more than any other, a war of nations, in 
that the entire population of each belligerent 
country took part. By its duration, by its extent, 
by the total of suffering and misery which followed 
in its train, it represented the greates"teffort,the 
~reatest sacrifice, which humanity has ever been 
called upon to make. 

Moreover, its very duration, the necessity of incit
ing the highest efforts of soldiers and workers, made 
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it necessary for all of the belligerent Governments 
constantly to appeal for social solidarity, daily to 
recall to the masses their supreme importance in the 
life of the social organism, and to emphasize at 
the same time the idealistic aims .for whose sake the 
struggle was being waged-liberty and justice for 
all peoples and all classes. As a consequence, 
the disinherited classes were allowed a fleeting view 
of their recompense after the victory. No revolu
tionary propaganda could ever have intensified and 
. broadened the class consciousness of the labour
ing masses as did this war, this tragedy, of blind 
nationalistic imperialism. 

Be it added, finally, that the capitalistic system, 
which before the war had begun to show indications 
of strain, underwent a convulsion too violent in 
proportion to its internal resistance to permi~ the 
belief that it can return to its ante-bellum status 
without a profound transformation. 

Since the war. there .has been revolutionary unrest 
everywhere, not only in the vanquished countries, 
but in England, in France, in Italy and, thanks to 
the contagion,jl;l the neutral countries also. Faced 
with this unrest, with this delicate situation which 
the war has imposed upon the capitalist regime, 
is it wise for the middle classes to continue to de
fend what they consider their class rights and thus 
to run· the risk of a violent revolution, which· would 
be for the world and for all social classes a catas-
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trophe a hundred. times more disastrous than the 
war? Would it not be better to anticipate, more 
or less,' the principal desiderata of the working 
classes? Such a course of action would smooth 
the way for a pacific and legal transformation of 
the economic system-radical though gradual
which would tend to modify the distributive system 
in the direction of greater j,ustice without causing 
violent and disastrous crises in production, and 
which would even augment its output. Assuredly 
this is a far-sighted and elevated political programme 
Ot;l which all democratic parties can and should 
agree, on which the most progressive wing of the 
Liberals and Radicals as well as reformist and " ad
ministration" Socialists" could unite. 

Economists, practical politicians and the press vie 
with each other in pointing o~t the deplorable con
ditions in which economic society finds itself after 
the strain of the war efforts. The Dawes report 
has shown that it will be imp?ssible for the Allies to 
obtain an indemnity from their enemy which will be 
sufficient, quite apart from reparations, to cover 
their war debts ; in the United States, the Secretary 
to the Treasury has estimated that the payment of 
the national indebtedness will be a matter of thirty
five years under the most favourable circumstances. 

Now, though it be true that the capitalists who 
loaned their' wealth. to the nation during the war 
undoubtedly contributed to victory (and it would be, 
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at any rate, impossible and unjust to make a distinc
tion between their claims and those of capitalists 
who preferred other ·forms of investment), it is 
none the less true that up to the present the Govern
ment bonds which they purchased represent only an 
extensive lien on the annual social product ; the capi
tal represented by these bonds no longer exists, and 

. thus does not aid in the slightest degree the further 
production of wealth.. The fortunes resultant from 
the war, immense as they are, may be justified up to 
a certain point by the necessity which every bel
ligerent country faced of stimulating national pro
duction to the utmost, and for which the attraction 
of a normal profit certainly would not have sufficed. 
Nevertheless, the new gigantic fortunes produced by 
the war, quite apart from their pernicious psycho
logical reaction upon the working classes, represent 
formidable claims on all kinds of goods able to satisfy 
the appetite for luxuries. For that very reason, 
they possess the power to divert economic produc
tion, even .·more than in the past, to the creation of 
articles of l~xury, less useful or even entirely use
less--a situation to be· condemned now more than 
ever. 

To-day, after the immense destruction of capital 
and wealth caused QY the war, it is most urgent that 
we set ourselves to labour anew-a labour eager, 
ardent and highly productive,-that we begin once 
more to acc~ulate capital wealth as rapidly as 
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possible. Instead of this, we behold the labouring 
classes demanding and. everywhers: obtaining the 
reduction of their working period to the eight-hour 
day and the English week, filling their jobs with: 
increasing reluctance, and determined not to aid 
henceforth in swelling the profits of the capi~alist. 
The new and greater inequality in the distribution of 
wealth renders it more difficult for the impoverished 
middle classes to accomplish their t;raditional func
tion of saving-the role assigned to them in the 
social economy. At the same time it removes from 
the owners of enormous fortunes, precisely because 
these are so great, all incentive to practise further 
economies. In addition to all else, there are new 
taxes and hew duties of all kinds, which constitute' 
still farther embarrassment for production as well 

• as for saving. 
Certain Socialistic projects in Germany and 

England would meet this crisis, which is at once 
economic, social and political, by the Jlationaliza ... " 
tion of various industries and of· certain. elements 

. of production-the land, the 'mines, the railroads, 
etc. Thereby it is hoped that a new regime will 
be inaugurated .which will satisfy the aspirations of 
the iabouring classes. But the capital necessary to 
indemnify the present owners will only have the 
effect of still further increasing the public debt. 
Such nationaliHtion will solve practically nothing. 
Once these instruments of production are taken 
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from their present owners, the nation will have to 
" levy upon the annual social income by means of 

taxes practically what is levied to-day ,under the 
form of dividends in order to pay the interest on 
these new loans. 
. But I-the happy effects that are desired would 
be 'pro~u'ced if these properties could pass gradually 
into' ihe possession of the nation without the neces
sity of indem~ijying anyone. I say gradually, for 
it is hardly necessary to dilate upon the enormous 
economic upheaval-disastrous for all social classes 
and especially for the labouring classes-which 
would occur if the transfer occurred too rapidly 
after the manner of a violent expropriation Ii fa 
bolcMviste. 

One cannot deny that certain capital goods, cer
tain instruments of production, once created' by 
individual initiative, can be administered without 
difficulty by public bodies-the nation, the State 
or the ml:lnicipality-even if the activity of these 
agencies be not so ,keen as individual enterprise. 
These properties consist in general of all goods 
capable of lease, such as houses, lands, mines, large 
factories, and so forth (as to the Treasury bonds, 
their administration, when nationalized, would con
sist in ..• destroying them). At the same time, 
one cannot deny the sound value ~f the principle 
of the school of classical economists which asserted 
that collective production, directed by the State-
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that is to say, managed by bureaucrats according to 
bureaucratic principles-would· be disastrous and 
that, for this reason, economic production must be 
left to ~ampered individual initiative, more active, 
IJlor~ keen, and infinitely more effective than the 
others, thanks to the spur of personal interest w:b.ic~ 
prods it. ~ _ ~,:.. . 

Thus it would appear that the s<?lutio~. ot the 
problem ought to be sought somewhat as, follows: 
in l~aving the production of commodities and the 
accumulation of new capital to individual initiative
yes, in seeking to augment the will to labour and the 
desire to hoard even more than is the case to-day 
and in giving the actual possibility of saving to 
an ever greater number of individuals. At the 
same time, however, we shall' find a way to enable 
certain properties or instruments of production
those most suitable for public managemept-to 
pass gradually, by a steady and automatic process, 
into the possession of the nation without. the neces.
sity of recourse to violent revolutionary 'expropria
tion on the one hand, or to a system of compensation 
on the other. 

On every hand it is said that a new fiscal system 
has become imperative to make it possible to 
surmount the very grave difficulties which the war 
has forced upqn the economic life of all the bel
ligerent countries. Such a· system is, yet to show 
itself above the horizon. On the other hand, it 
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is belittling the gravity of this economic and social 
crisis which is actually forcing the capitalist regime 
to battle for its very existence, to believe that simple 
financial measures will prove sufficient to .meet it~ 

Many years ago, in my study D' un socialisme 
~n harmonic avec la doctrine iconomirjue liberale, l 

I sough' to discover-as the title indicates-if there 
wer~ any way to reconcile, theoretically at least, 
certain unassailable truths of orthodox economic 
doctrine with the basic criticism, no less just in my 
opinion, which Socialism has levelled and still levels 
against the capitalist regime relative to justice' 
and social welfare. If I permit myself to restate 
here my earlier conclusions, it is because the extreme 
gravity of the crisis which menaces us and the urgent 
necessity of finding remedies have led me to re
examine those conclusions in order to determine 
whether they are"'t1ot capable of transference from 
the domain of theory to that of practical' application. 

Bentham .and Stuart Mill believed· that the justi
fication of all human institutions, and consequently 
of the very right of property, should be sought 
exclu~ively in their social utility. If we accept thi!l 
axiom, the question presents itself whether greater 

1 Italian edition, Turin (Bocca Fnlres), 19°1; French edition, Pari. 
(Giard et Briere), 1904. A brief lumInary of that work, in the form 
of a propagandist pamphlet and under the title La fJUestion til r blritag6, 
appeared in a French edition, Paria (Soci~t6 de Iibrairie et d'6dition), 
I91'S; and in a Germau edition with preface by Edouard Bernltein, 
Berliu (Wiegand), 1<JQ7 and 1909. . 
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social justice might not be attained by a modification 
of property rights so as to affect the privilege of 
bequest and inheritance and which; while stimu
lating labour and thrift to the utmost, would· limit 
property rights to the period strictly 'necessary and. 
sufficient to . guarantee this maximum of interest 
in favour of labour and saving~ The,e~eF the 
accumulated capital and wealth would pass into the 
possession of the nation in much the same fashion 
as patents are a.llowed to remain valid no longer 
than is necessary to encourage the technician to 
new inventions, after which the original invention 
becomes public property. 

To this end it wiII be expedient first of all to 
consider the levies which the nation makes upon 
inheritances no longer as taxes, but as shares in the 
estate of the deceased devolving upon the nation. 
Secondly an organization must.be imposed upon 
these levies that will assure nationalization as rapidly 
as is deemed opportune, without thereby weakening 
the motive for saving, but rather stimulating it even 
more than the unconditioned right of bequest and in
heritance does to-day. 

Up to the present, the principle of graduation 
has' been applied to Death Duties according to 
two criteria-the size of the estate, and the degree 
0'£ relationship of t4e beneficiaries. But there is a 
third criterion which would admit of graduated 
rates, and this is the relative age, if one may name 
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it thus, of the different portions of the estate left 
by the deceased-or more exactly, the number of 
transfers in the way of succession and donation 
which the different portions of the estate have 
undergone before coming into the possession of the 
'deceased. By the application of this criterion of 
progression in time, the right of the testator would 
vary with the different increments of his estate. 
Over the wealth which he had himself created or 
saved he would have complete or almost complete 
control ; his rights would be more restricted over the 
wealth which he had inherited directly, and would 
grow proportionately less according as the original 
accumulation was more remote by reason of repeated 
transfers. Naturally, this subdivision of the estate 
into several parts on the basis of the different 
number of transfers each of them had undergone 
could only be tltade .quantitatively, that is by their 
valuation in monetary terms, each share of the 
estate, were it created or inherited by the deceased, 
being capable of assuming the most varied forms of 
investment. 

Once the estate of the testator was thus quanti
tatively divided, the natiQnwould' not levy on th~ 
portion due to his labour and thrift any higher duties 
than it imposes to-day. On the portion which the 
deceased inherited directly from his father, the 
nation would' make a much heavier levy, say 50 per 
cent. On the portion which came to him from 
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his grandfather through the medium of his fat:ller, 
there would be laid a very heavy tax, possibly 100 

per cent. Such a graduation of rates would obviate 
a classitication of any estate into more than three 
divisions, as nothing would be capable of inheritance 
from beyond the third generation. 

These high assessments would not begin·· until 
the death of the present possessors of wea'Ith, and 
would be levied on only a portion of their estates. 
Moreover, quite apart from the immense benefits 
which this reform would assure to the national 
finances in a not-too-distant future, a part of these 
benefits could be anticipated by discounting at present 
the reform itself. This would permit the immediate 
realization of all those social reforms which should 
be no longer delayed, and would make possible a 
great diminution in new taxes, especially in those 
which are destined to assure th~ payment of the 
interest on the war loans. 

There,is no need to waste mapy words in pointing 
out how much more effectively this reform would 
stimulate saving than the present unconditional 
right of bequest. In fact, as regards one's own 
children, every sum savt?d by the heir of a given 
estate would come to have, in his eyes, a much 
greater value, even three or four times greater, than 
the sum he had himself ;nherited~ Whereas at present 
the beneficiary of a large fortune has little induce
ment to add anything to the inherited estate; as 
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this estate wa!!. more than sufficient for himself, he 
considers that it will be .the same for his children. 

The nation, co-heir to the extent of 50 per cent. 
where the estate had already undergone one transfer 
by way of succession or donation, and to the extent 
of 100 per cent. where the property had ~xperienced 
two such transfers, would take the part which had 
devolved upon it in kind, like the other heirs
lands, buildings, securities, bonds, and stocks, etc. 
On the one hand, the amortization of the public debt 
would free the nation little by little from an enormous 
burden of interest charges; the renting out, on 
the other hand, of the lands, dwellings and other 
properties gradually nationalized (the administra
tion of which could be confided to the respective 
States and municipalities, or even to the tr1Jst com
panies which to-clay administer private fortunes, if 
expedient) would make possible a gradual transfor
mation from a fiscal system based on taxes to one 
founded exclusively on the revenues from these pro
perties. The principle of the Share-Holding Stale, 
and that. of Share-Holding Trade-Unions (wherein 
are found united the advantages of co-operative 
production and of large-scale individual enterprise) 
could be put into practice, little by little, as cor
porate shares and bonds also continued to pass into 
the possession of the nation. 

These few indications suffice to give a brief idea 
of the economic organization of the future, and per
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mit a glimpse of how this organization would be 
able to reconcile the advantages of an orthodox 
economic system-unhampered individual enter
prise, free competition, etc.-with the exalted 
principles of justice proclaimed by Socialism. This 
is, at any rate, a reform which the;: grave economic, 
political and social crisis now racking the world 
renders· worthy of attention. It is the 'duty of 
&tatesmen to determine what are' the practical ele
ments in this plan, and it. is the duty of political 
parties to determine whether it may not find a place 
in their political programmes. 

[ .. pJ 



CHAPTER II 

The Marxian Dilemma 
THE Marxian doctrine that a collectivistiC regtme 
must necessarily arise from the blind play of the 
very forces of economic development was certainly 
effective in spreading the Socialist dogma among the 
working classes during its early days: The regime 
of social justice toward which the proletariat con
sciously or unconsciously aspired was represented 
not so much as a yearning of this or that dreamer 
which ran the risk, like so many others, of being 
relegated to the limbo of Utopias, but rather as the 
inevitable goal toward which society, willy-nilly, 
found itself dragged by the mechanical and inexor
able evolution of economic processes. This doctrine 
had the effect of instilling, as much in propagandists 
as in the masses to whom it was addressed, an un
shakable faith in the advent of the· Socialist State
that faith which is the most important psychological 
element in making proselytes. 

But this fatalistic doctrine, stripped of its revo
lutionary and dynamic trappings, contains a very 
dangerous germ of social conservatism and inertia. 
It postulates that the collectivist regime is to occur 
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as the result of the inevitable mechanical evolution 
of the economic organization of capitalism leading 
to a steady concentration of all the means of pro
duction in the hands of a very limited number of 
capitalistic magnates in sU,ch a manner that, when, at 
the opportune moment the collectivist fruit shall 
be compktely ripe, it will be necessary only to 'peel 
off the Ilelicate rind of individual property in order 
to inaugurate a coilectivistic society~ Consequently, 
it is expedient to secure the organization of the pro
letariat in order to have ready for tne opportune 
moment the instrument that will tear off the capita
listic rind. But the conclusion is also inevitable 
that all action must await the favourable moment 
when the full limit of concentration in business 
enterprise as well as in the possession, of wealth is 
simultaneously attained in every branch of economic 
production. 

It is because, of this fatalistic conception of 
economic d~velopment that Marx and his most 
doctrinaire disciples never stopped to criticize the 
legal structure of bourgeois society, much less to 
point out, suitable modifications conducive to that 
nationalization of wealth to which the proletariat 
aspired. For doctrinaire Marxists, this legal con
stitution is one of those many social superstructures 
which, while determined and conditioned by the 
process of the material production of wealth, ,are 
at the same time incapable of reacting by any modi-
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fication whatsoever upon the' economic process itself. 
Consequently they never launched any protest 
against the existing legal embodiment of property 
rights. They never devoted special attention to 
the privilege of unconditional bequest and inherit
ance which was institUted by, the bourgeoi~ie pre
cisely for the purpose of securing their possession 
of all the means of production and of all capital 
goods in general under the form of private property, 
so as to prevent the smallest portion of the~ from 
passing into collective possession. For Marx and 
Marxists, the legal problem was "a negligible 

. matter" which it was not worth the trouble to 
. bother about, because it could not modify in any 
manner or fashion the inexorable arid unchangeable 
development of the economic process. Meanwhile, 
the organized army of the toiling masses gained 
in numbers and power relatively to the other social 
classes. But the concentration ()f business enter
prise and of private property has not been realized 
after the schematic and uniform manner which 
Marxism ha~ predicted and whiCh would have 
been necessary to make possible the simple ex
propr!~tion of a handful of super-magnates, thereby 
achieving the desired collectivist regime already 
potentially existent and prepared to function. . 

The World War proclaimed its ideology of right 
and justice for all peoples and classes a~d the 
emancipation of all the oppressed. To the masses 
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who fought on the battle-lines and to the masses 
at home who produced the materials of war, the 
governing classes promised that victory would be 
accompanied with a greater social justiCe. In 
Europe, at least, this war with its sorrows, its 
torments, the deprivations that came in its train, 
further . augmented .by the profound discontent 
which still continues in this painful period wherein 
peace is so difficult to attain-this war drew an extra
ordinary number of new recruits into the army of 
Socialism, and everywhere engendered an unpre
cedented 'revolutionary ferment. 

Behold the instrument of revolution, it is ready I 
But how shall it proceed to that violent revolu
tionary expropriation which Marx assigned to it? 
To-day the capitalists whom it is to expropriate, far 
from being a little handful, are legion; and the· 
delicate economic mechanism of production, still 
infinitely distant from that type of organization 
which would admit of easy displacement by a 
collectivist system, would find itself completely 
overturned and destroyed by such a revolution. 

Thus, in every country of the world, the Socialist 
followers of Marx and his doctrinaire disciples find 
themselves left without guides, without any satis
factory criterion to indicate to th~m even the general 
direction of the path they are to follow. They are 
perplexed, bewildered and confused. Still the masses. 
are incited to revolution and they are told that the 
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solemn hour is about to strike; but no one knows 
what the aim of the revolution should be nor· what 
economic organization should be substituted for 
the one "tin force. While the more ardent spirits, 
in whose souls the confused echo of the apocalyptic 

. passages of Das Kapitalstill vibrates, continue to 
preach a violent revolutionary expropriation, those 
Socialists who have a broader sense of responsibility 
and a clearer vision for the truth are wearing them
selves out to put the party on guard against the 
immense disaster that suchan act, such a sacrilege, 
would bring upon society in general, and particularly 
upon the working class, resulting as it would in the 
destruction of the economic mechanism for the pro
duction of wealth-above all in these moments when 
it is a question of life or death for society to obliterate 
the misery left by the terrible war. 

Thus it is that the Socialist party in every country 
is wavering in uncertainty. Will it or will it not 
commit itself to this revolutionary act, the only one 
that Marx and his disciples have been able to 
suggest? Inert'in its inability to solve the agonizing 
dilemma, it-wastes it!! great powers. Still imbued 
as it is with this fatalistic doctrine, according to 
which . the course of economic development can 
never be altered by any parliamentary act, it has 
never truly asked itself.-it has never been able to 
ask itself-the question whether the desired sociali
zation of the instruments of production and of 
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capital goods might not possibly be achieved· in a 
gradual and continuous manner without in any 
way shattering the process of production, by an 
opportune modification of the right of-private 
property. This can be accomplished by legislative 
action where the representatives of the labouring 
classes and the more democratic wings of the 
Liberal parties constitute a legislative majority or 
at least compose a /;/oc of sufficient importance to 
enable the aspiration of the masses for a system 
of greater justice to make its irresistible pressure 
felt. ___ 

Such is the alternative which faces the leaders of 
the Socialist party in every country. Either they 
must renounce the Marxist doctrine of the blind 
and. inexorable evolution of economic development 
which cannot be affected by the intelligent acts of 
men and parties, even where exerted through the 
medium of legal institutions, and must consequently 
admit that the radical transformation of legal 
rights, and above all the right of private property, 
can lead truly and effectively to a modification of 
economic relations that will be favourable to the 
supreme aspirations of the working classes (and at 
the same time beneficial to society as a whole, be
cause every exclusion of whatever form of para
sitism and every advance toward a greater social 
justice cannot be other than auspicious), or they 
must continue to remain in their state of complete 
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inaction and impotence. Such an attitude, however, 
must prove fatal for society as a whole, which is 
left helplessly suspended in a condition of chronic 
revolutionary ferment. It must be equally fatal 
for the party and the Socialist ideal by .reason of 
the discredit and the distrust which this inaction and 
this impotence must bring upon them. 



CHAPTER III 

What Shall the Decision Be? 
Now, more than ever, it seems to me necessary 
that the Radical and Socialist leaders--at all events, 
those who are not Bolshevists--must come to a 
decision. If they no longer have faith in the 
achievement and the utility of a natjonaIization of 
capital, they must once and for all put this idea to 
one side, think no more of it, speak no more of it. 
If they still believe in it, they must take the first 
steps, or at least they must show themselves willing 
to take the first steps toward nationalization. To 
continue to pl'e2Ch nationalization, to continue to 
propagate the idea among the masses that only by 
a socialization of this kind can the emancipation 
of the proletariat be realiueJ, and then never to 
propose the 1e2St reform that w~uld inaugurate 
this sociaIization-this is virtually placing the best 
of weapons in the hands at the same time of the 
bolshevistic extremists and of the reactionary de
ments of the bourgeoisie. 

If, on the contrary, these leaders will insist at 
every legislative discussion of financiaI measures on 
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presenting some financial project of their own of 
a decidedly Socialistic character, substantially modi
fying the actual rights of property, they will show 
at least that they are willing to take the first steps 
toward their greater . programme, and they will 
immediately reinforce their position, chiefly in 
regard to the political elements expressing the will 
of the proletariat, which are the most important. 

The sole way to achieve an effective and gradual 
nationalization of private capital without injuring 
the delicate mechanism of economic production is, 
in my opinion, for the nation to take a part of all 
inheritances, and to effect this levy in such a manner 
that the motives which induce individuals to labour 
and continually to accumulate new capital ~iIl not 
be weakened, but actually made stronger. Such a 
levy would be paid, especially for th~ larger estates, 
in kind and not in money. While not necessarily 
leading to State collectivism (which henceforth 
must be relegated to the realm of those Utopias 
which the economists have righrlydecided would 
prove fatal to production) it would render possible 
a transformation from the present capitalistic regime 
to a liberal Socialistic system, which would combine 
the advantages of a more intense economic pro
duction with those of a more equitable distribution 
of wealth. 

The difficulty, I know, is to pass from theory to 
practice, to embody reforms of such great import 

[So] 



of Death Duties 

in law, to clothe them in the tight corset of legal 
terminology. But it does not appear impossible 
to me, and I shall briefly indicate the fundamental 
points on which the Socialist and Radical political 
groups can and should rest a study of this project. 

I. The right of the nation to share in the estate 
left by the testator should be proclaimed. And this 
national share should be levied by the Government 
according to the following mode. 

2. On the first portion of the estate left by the 
deceased, that which resulted from his own labour 
and thrift, measured by the difference between the 
value of the estate"left by him and the total value of 
the various properties which had accrued to him 
during his lifetime by way of succession, gift or 
dowry, the nation would levy the same Death 
Duties that iJ: does to-day. Of the second portion 
of this same estate, that which had come into the 
possession of the deceased through a single transfer 
from the original owner (the accumulator of this 
portion), the nation would claim, for example, 
50 per cent. The remainder of the estate, which 
had undergone" two ,transfers between the original 
owner (or first accumulator) and the deceased,· 
would be claimed by the nation in its entirety. It 
is self-evident-and this has been recognized by 
the most orthodox economists, Italian, French, 
English and American-that such a system of levi~ 
would whet the appetite fQr labour and for the con-
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tinuous accumulation of new individual capital 
better than coUld any unconditioned testamentary 
or hereditary privileges. The new accumulated 
wealth in its turn would gradually and automatically 
become the property of the nation in much the 
same fashion as the water of the surrounding layers 
of earth which seeps into a: well is periodicaIly 
forced up by the pump and poured over the field 
to irrigate and fertilize it. 

3. Gifts made and received during a lifetime 
would naturaIly be treated as hereditary successions. 

4. The actual estates such as they will appear 
at the death of their present owners or, better still, 
at the time of a census of wealth which should be 
made immediately upon the promulgation of the 
law, would be considered as· being due, possibly 
to the extent of one-half or two-thirds, .to the labour 
and thrift of the owners living at the time the law 
goes into effect, and the other half or third as 
having come to these last through a single transfer 
of property. This would be necessary because it 
would otherwise J:>e impossible to determine the 
diverse remote origins of all the estates existent 
to-day. 1 should also obviate too bnisque a transfer 
of large quantities of wealth into the possession of 
the nation-a transfer which would produce, even 
though attenuated, the same grave economic per
turbations as a violent revolutionary expropria
tion. At the same time, the normal . proportion 
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of deaths after the law once went into effect would 
give the nation its 50 per cent. of the third or the 
half--or in other words, its sixth or quarter--of the 
total of the estates left by each decedent, such as they 
might prove to have been estimated at the time of 
the aforesaid census; so that the nation would 
experience an immediate benefit. Every increase of 
an estate between the date of the census and the 
death of its present owner would naturally be con
sidered as resulting entirely from the latter's own 
labour and thrift. 

5. If the total estate of the deceased were less 
than ten thousand dollars, for example, the nation 
should not make any heavier levies than are made 
to-day by the Death Duties now in force, whatever 
might be the diverse origins of the different" parts 
of such an estate. 

6. In its role of co-heir, the nation should, like 
the other heirs, receive its due share (as discussed 
in Article 2) not in money, but in kind-lands, build
ings, mortgages, corporate securities, etc., except in 
so far as cash might be needed to equalize the 
amounts due. 

7. In this division of estates between the nation 
and the other heirs of the deceased, the latter would 
have the privilege of choosing the particular pro
perties which they preferred for themselves, pro
vided, of course, that these were not greater in value 
than the share of the es~~e which might accrue to 
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these heirs. Objects of personal use, furniture, 
jewellery, etc., while all entering into the computa
tion of the I total estate, would always constitute a 
part of the estate going to the individual heirs; on 
condition, here again, that their total value did not 
exceed the respective shares. Clearly, it would be 
quite. possible in this manner for these heirs to con
tinue in whatever economic activity was most in 
accord with their business preferences, and at the 
same time they would be able to retain within the 
family from generation to generation certain parts 
of the estate which might be the traditional possession 
or the subject of sentimental.attachment of the family 
--i.e., the paternal home, a particular piece of land, 
a given industrial plant, etc. It would suffice in this 
respect that each succeeding gene:ration, earnihg and 
saving more than at present, should accumulate 
sufficient to prevent the value of this particular 
family property from exceeding the value of the 
share which wO\lld fall to the respective heirs. 

8. If the nature of the deceased's estate did not 
lend itself to effective division between the nation 
and the other heirs-·-particularly whe~e it was repre
sented by a single investment, by a plot of land 
not susceptible of subdivision; or by a single piece 
of fixed property, or where it consisted of one busi
ness enterprise-the nation would become co
partner in the estate in question, allowing to the 
other heirs, h0wever, the right to repurchase at any 
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time the nation's share by a cash payment or by 
some system of instalments. 

9. A special study should be made as to what 
branch of the central Government-be it an alto
gether new department, a National Property Com
mission, for example, or adaptation and enlarge
ment of some already existing institution such as a 
devdopment of the functions of the Commissioners 
of Inland Revenue, or a system of Board of Trade 
judicial receiverships - could best be entrusted 
with the administration of· the properties which 
would thus pass little by little into the possession of 
the nation. At any rate, the Government depart
ment entrusted with the control of these nationalized 
properties would in practice probably have to assign 
the direct administration of the various properties, 
according to their respective categories, to special 
commissions as discussed bdow, which would be 
dependent upon it and would be responsible to it for 
their respective trusteeships. The creation of these 
managing commissions is in harmony with the 
opinions of those scholars who at present hold a 
position distinct both from the pure reformist 
Socialists and from the Communists.l They argue 
that· the bourgeois State, congested and centralized 
as it is, cannot be the ideal of Socialism. In place of 
the bourgeois State there should be substituted a 
sort of consteliation of institutions or commissions, 

I cf. c. E. Vandervelde, 1.1 Socillliswu COIIIrel' 1,111 (paris, 1918). 
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each administering this or that branch of production. 
Preferable to the present type of· political Govern
ment, organ of authority that it is, with jts routine 
and its irresponsible bureaucracy, would be a Govern
ment where the management of industry was 
entrusted to more elastic commissions, local and 
al,ltonomous, or to industrial guilds of some sort. 

10. The bonds of the national indebtedness would 
be cancelled as rapidly as they passed into the 
possession of the nation. The bonds of local and 
municipal loans could also be cancelled under an 
arrangement whereby the .cities and other local 
authorities would pay to the nation for the first 
twenty years only two-thirds, and during the next 
twenty only one-third, of the annual interest which 
they would have had to pay to the holders of these 
bonds, had they remained in private possession. 

n. It might po~sibly be desirable, for the reasons 
pointed out in Paragraph 9, to allow the -direct 
administration of lands to revert to their respective 
States or localities, that of other real estate such as 
dwellings or business buildings to the municipalities 
where they were located, while the sums of money 
accruing to the nation in the settlement of estates 
(discussed in Paragraphs 6 and 8) could be deposited 
i~ some sort of a National Farm and Labour Loan 
Association. The shares of the various industrial 
establishments 'could be turned over to the respective 
national unions or guilds under the stipuiations dis-
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cussed below, and these unions would thus acquire 
the same legal personality relative to their industries 
as the organizations of private shareholders which 
they replaced. As to the other categories of pro
perty, the National Property Commission, or what
ever other department for the administration of 
nationalized property were organized, might reserye 
the direct administration of them to itself. 

12. The lands entrusted to the immediate ad
ministration of the States or localities 'Where they 
were situated, might be rented to the same farmers 
who cultivated them at the moment of the death 
of their previous owners, on condition that .these 
farmers united with their neighbours into rural co
operative associations, or at least into groups which 
would buy and sell co-operatively, and into associa-

. tions for the production of certain specialized farm 
commodities. The National Farm and Labour Loan 
Association mentioned above, by means of its 
branches in each county, could make the necessary 
loans to these tenant farmers, through the channel 
of their co-operative associations, to enable them 
to carry on their enterprises. 

13. A third of the total farm-rents from the 
lands thus under the control of the counties-the net 
total after subtracting the expenses of administration 
-might figure on the local budgets as an element 
of income. The remaining two-thirds would be 
returned to the National" Government through the 
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med~um of the Central Property Commission-

.*"' .' 
if such were the administrative agency decided 
upon. The Commission, in turn, would transfer 
it to the Treasury as an item of incbme on the 
nati<;mal budget. 

14.' A third of the total rent receipts from the 
fixed properties in the form of dwellings and 
business edifices administered by the cities where 

; ~ese properties were located-. -the . net total after 
subtracting -the expenses of administration-might 
feyert to these cities as an element of income in 

. ,their municipal budgets. The remaining two-thirds 
wou~d be returne,d to the' nation and would be paid 
by the cities to. the National Property Commission 
which, in its turn, would transfer it to the mitional 
Treasury; where it would appear as an item of 
income in the national budget. 

1 S. A third of the total of the dividends from 
the shares in their industries entrusted to the trade 
unions might revert to these unions. They would 
employ this fund to purchase little by little the 
shares of their industries still in private hands. 
Or else they might enter it as an' item of income 
in that portion of their budgets devoted to insurance 
funds against unemployment, sickness, accidents and 
old age, adding this fund to the portion of their 
insurance money contributed by the States, where 
such was the 'case. Or else the unions might be 
allowed to distribute this fund among their members 
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under the form· of a bonus proportioned to their 
respective ann.ual salaries. The other two-thirds 
would be returned to the nation, being paid by the 
unions to the National Property· Commission, and 
by it transferred to the Treasury. By tb.is system of 
shareholding on the part of the trade unions in the 
different branches of industry-which woul4 be 
rendered gradually possible by our programnie7-the 
advantages of co-ope.rative production ana of large-, 
scale individual enterprise would be united. At .th~ . 
same time, by giving such advantages to the trad~ 
unions, ,their development in all branches of large, . 
medium and small-scale industry would be· facili~ 
tated. 

16. The revenues and dividends of all the other 
properties directly managed by the National Pro
perty Commission or an: equivalent department, 
would be directly transferred to the Treasury after 
deducting the expense of administration, and would 
be entered upon the national budget as an item of 
income. By thus entrusting the administration of 
the properties, slowly becoming nationalized, to 
agents entirely ,unrelated to and distinct from the 
executive power, and especially from the Treasury, 
and by allowing the nation, the counties and ,the 
municipalities only the revenues from the national
ized properties (as outlined in Articles 13, 14 and 
15), there would be avoided the danger' that this 
nationalized wealth lllight be, employed to meet 
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govc;rnmental expenditures or to cover public under
takings. To avoid involving the country in a rapid 
and disastrous economic ruin, these ,properties 
should always scrupulously preserve their quality of 
capital goods during their transition from private to 
collective ownership. It will never be possible to 
take too many precautions in this direction. 

. . ~ 7- All these items of income thus poured into 
the Treasury ~d destined to cover national expen
ditures, would increase year by year, while the 
destruction of the issues of the public debt as 
rapidly as the nation received them through the 
operation of the peath Duties, would year by year 
diminish the .!?lnit necessary to' meet corresponding 
interest payments. Consequently, the nation 'could 
and should diminish its taxes every year. The local 
authorities and the municipalities might also proceed, 
to diminish their taxes, inasmuch as they would also 
find their fiscal liabilities decreasing year by year 
as their own loan issues were gradually cancelled 
to the extent that these passed into the possession 
of the central Government (the local authorities and 
,municipalities, as said above, would continue paying 
only a part of the interest on these bonds to the 
central Government and this onJy, for a limited 
number of years). Moreover, their income would 
be increasing, thanks to the inclusion in their budgets 
of the above said third of the revenues resultant from 
their respective holdings of nationalized lands and 
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fixed properties. This annual increase of the re
venues at the disposal of the nation, the local ~dies 
and the municipalities would enable them to 'make 
more generous provision for their urgent needs
and among these, first place would have to be given 
to popular and trade education, to social hygiene 
and to insurance projects for field and factory', 
workers. At the same time, a gradual transfoc~a
tion from the present fiscal system resting on taxes' 
to a system based entirely on estate· duties would 
be made possible. The abolition of all those 
taxes so burdensome to industry, which has always 
been the supreme dream of the ,orthodox econo
mists and which would unquestio~b1y give a new 
scope to industrial development, would become a 
possibility. 

Clearly, the programme which I have just sketched 
is no more than a rough draft, the embryo of a 
project which would have to be studied, enlarged 
and completed before it was capable of realization. 
There is hardly need to point out that I have not 
touched upon ,several matters which are of the 
greatest importance. Among these are the problem 
of properties in the possession of aliens, the modi
fications which: would be necessary in cases where 
the death of the heir followed so rapidly upon the 
death of the relative from whom he had inherited 
that there could be no possibility of his augmenting 
the estate in the interval,"the contingency that such 
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changeS' in money value might occur that an estate 
greatly increased ,by an heir might ·appear to have 
exactly the same. money value as the property he 
had inherited, and many other problems which will 

.,arise . upon consideration of the possibilities of 
application. 

As for the question of the prevention of fiscal 
. frauds, it seems to be partly solved by the campaign 
being waged in several countries, even by conserva

- twe financiers, to have all industrial shares and 
. public _ bonds registered. 

Th<: habitual bugbear of the desertion of capital 
.to 'other countries, which is raised on the occasion 
of every reform which might lessen the privileges 
pf private property, may once ·more scare the more 
timid partisans of reform: However, this is a bug
bear to which is attributed an importance greater 
than it deserves. A great part of this evasion 
can be prevented by suitable measures; moreover, 
the capital which can be effectively shifted abroad -
constitutes a very small. fraction of the total wealth 
of the nation. Above all, it is probable that this 
bugbear wiU soon lose all weight, considering the 
irresistible propaganda effect that such a profound 
reform in anyone country would have in all other 
countries with a highly developed capitalistic type 
of production and where the desire of the working 
classes to emancipate· themselves is certainly not 
less than in the United States or England. 
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Besides, international· conferences could· decide 
upon suitable legislation to be incorporated inte -the 
laws of all countries that would check this fiscal 
evasion. 

Without doubt, this ,reform will not satisfy ex'- . 
tremists; but il is nol intended to satisfy them. 
What they really desire is a violent revolutionary 
expropriation, or at any rate a more rapid process 
than I have outlined. Such a crude expropriation, 
quite apart from" the injustice inherent in it, would 

. result in the most catastrophic economic chaos imagin
able in any country with a highly developed system 
of economic production. It would bring with' it 
endless sorrows and miseries for all classes-for 
the proletariat itself more than any other class .. 
The events in Soviet Russia as well as the recent" 
partial renunciation of the Bolshevist programme 
in that country. are sufficient confirmation of this' 
assertion. 

But this reform might well be championed by 
those Socialist leaders who, though still adhering 
to the traditional programme of the nationalization 
of private capital, intend to proceed to it gradually 
and legally; at the same time this reform might be 
approved by the various radical" parties as well as 
by the most progressive and enlightened fraction 
of the bourgeoisie. ~rtainly the latter will recog
nize in this reform not the negation of the signifi
cantly effective utility of, ~e institution of private 
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property, but only a procedure that will equitably 
limit it and bring it into agreement with the greatest 
social well-being. It is only thus that the institu
tion of private property will find its justification, 
and that it will be able to attain in its essentials a 
more solid foundation than the vacillating supports 
on which it rests t«Hiay. 

The thinking world must give profound con
sideration to the present state of things. lYe face 
an increasingly bitter warfare between the two basic 
factors of production; there is spreading more and 
more and taking root in the minds of the masses 
of wage earners the conviction that they should 
refuse to continue labouring for the sole purpose 
of increasing the profits of capitalistic exploiters. 
Chronic revolutionary ferment is spreading in 
ev~ capitalistic country, and not least in America, 
which suffered little from the war ; in some countries 
class hatred is fomenting almost to social-phobia. 
This conllict is weakening the basis of our social 
structure; and in the long run can lead only to 
general economic ruin and to the destruction of 
our twenti~tury civilization. Our political 
thought, our statesmanshi~ must embody the ideal
istic aspiratioll5 toward a superior social justice. It 
must contemplate emancipating the exploited and 
the oppressed; it must assure a more equitable 
economic relationship bet..-een man and man; it 
must stimulate producers with renewed ardour to 
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intense and e2gf!I' production and to the salutary 
accumulation of new capial Only thus may peace 
and brotherhood be restored to mankind and a DC"W 

and more en%uhtened era be ~aurated.. 
Let all IibenJ and progressive dements in the 

councils of local and central Government translate 
this supreme aspiration of mankind into reality • 

• 



PART II 

CJlITlCISMS DIRECTED AGAINST THIS PROJECT 

REPUES TO THE CJlITlCISMS 



CHAPTER I 

Criticisms by Orthodox Economists 
FROM several quarters, criticisms of various kinds, 
some technical, others theoretical, have been levelled 
against the plan of reform I have just presented. 
It will be of value to set forth the most fundamental 
of those coming from orthodox economists and 
from Socialists of varying tendencies, and to formu
late the answers to them. 

The first of these criticisms, 1 since accepted in 
many polemical writings, may be stated as follows : 
.. How could it be proved that the deceased had 
not, during some given period of his life, consumed 
or spent for the satisfaction of immediate needs 
the share of his estate which he inherited from his 
father and from his grandfather? In such a case 
his entire estate at his death would have to be con
sidered as resulting from h:s own efforts and 
hence non-taxable. For example, Mr. A. inherited 

1 It was made by Professor A. Graziani in .. Una proposta di morma 
del diritto BUCces80riO," in the economic supplement of 'I nnpO) Septem
ber, 1919 (reprinted in voL xlvi of the Atli dell4 R. Aeedemi4 di Scienu 
morale • ~liticbe di N 4pol.). C/. also A. Bernardino, Critic4 di 11114 

,eori4 di E. Rigtt411Q (palermo, 19z1). 
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£60,000 in his youth; being extravagant in his 
early days, he squandered this money ; then in later 
life he reacquired through his business ability. not 
only the original £60,000 of his inheritance but an 
additional £40,000, so that at his death he left an 
estate of £100,000. In this case, the fact that Mr. 
A. had originally inherited £60,000 should not' 
prevent him from disposing of his estate of £100,000 

as he desired, for after all, it was earned entirely by 
his own efforts • 

.. In the proposed plan for reforming the right 
of inheritance, it is asserted that the possibility of 
freely disposing of the share of the estate acquired
by the testator himself, in contrast to the con
siderable levies made upon the share rf<ceived 
through inheritance, would constitute an incentive to 
a greater accumulation . of wealth. On the con
trary, the heir will have an inducement to consume 
his inherited wealth during his life-time, for he will 
fear that later, instead of being able to confer 
benefits with it as he might wish, he will be unable 
to prevent it from being absorbed wholly or in 
large part by the fiscal levies. " 

This criticism misses the point. For evidently 
the essence of the proposal was that the nation 
should not concern itself in the least with the history 
of the inherited property during the life-time of the 
heir. If someone has inherited £60,000, if he 
dissipates this and later accumulates £100,000, 
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the nation has no alternative but to consider the 
first £60,000 as representing the inherited property. 
If A. borrows £60,000 from B. to invest in a given 
enterprise, if it turns out badly, and if later in 
some other enterprise A. gains £100,000, the fact 
that he nrst lost the borrowed sum and then. by 
other means gained a greater amount does not 
relieve him from the payment of his debt. He has 
to deduct this sum from the total of his new pronto 

Precisely for this reason no heir would be tempted 
to squander his inheritance. Even though his 
estate descended to him in its entirety from his 
grandfather so that at his death it would pass 
entirely into the possession of the nation, if he had 
sons to whom he wanted to leave a certain property, 
he would. be all the more constrained to preserve 
his inherited estate intact, for it would only be the 
surplus over this total that would accrue to his 
sons. Were he to squander the inherited estate, 
he would not be able to bequeath to them any
thing until he had reaccumulated the equivalent of 
the estate which he had inherited and dissipated. 
Consequently, his principal care would be to pre
serve it intact in order that the entire surplus which 
he accumulated through his own labour and his 
own thrift might be transmitted as a whole~ or 
almost as a whole, to his own heirs. 

The same critic has also levelled another objection 
against the proposed system : 
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" The considerations entering into the establish
ment of this system are based on the hypothesis 
of wealth existing Under the form of money or 
consisting of easily divisible properties and securities. 
But where the wealth of the testator was invested 
in industry and commerce, the share appropriated 
by the· nation might constitute an inextricable 
complement to that inherited by private beneficiaries. 
The inheritor of agricultural property may have 
added to its value by means of improvements or by 
general expenditures for clearing the land; the 
owner of a factory may have enlarged it. A dis
tinction would have to be drawn between the two 
elements of the property; a separation would have 
to be effected, in order to enable the nation to claim 
its share of that part of the property which had the 
older origin. If the share of the fortune accruing 
to the nation were converted into money, it would 
probably force the heirs to incur heavy debts and 
so further reduce the revenues from their share of 
the property. This consideration would weaken 
the incentive toward accumulation, the accentuation 
of which is claimed as a', virtue of the proposed 
reform." . 

Let me emphasize the point, as I have done in 
the previous chapter, that the discrimination between 
different portions of the estate according to the 
relative number of transfers they had undergone 
would be purely quantitative, determined on the 
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basis of their monetary values. Thus, if an agIi
cultural property had been improved by clearing 
operations, if a factory had been enlarged or 
equipped with more modern and better, machinery, 
the nation would concern itself only with the value 
which these properties possessed at the time the 
decedent inherited them and with the increase in 
value which they represented at his death. The 
difference would represent fairly accurately that 
surplus portion of the estate resulting from his 
own labour and thrift-the portion he would be 
able to dispose of with fewest restrictions. Conse
quently, there would be a greater 'incentive than 
to-day for him to enter upon improvements, en
largements- and transformations, for these under
takings would represent the portion of his estate 
which would be of the most benefit to his own indi
vidual heirs when, at his death, a division of the 
estate would be effected between these heirs and 
the nation. 

So far as concerns the difficulty of dividing a 
single landed estate or a single factory between the 
heirs and the State, considered as a co-heir, in the 
infrequent case where either of these properties 
constitutes the entire estate of the deceased, the 
difficulty is the same which occurs to-day when there 
are more than one heir, and which none the less 
it is possible to surmount: the intervention of the 
State as co-heir does nothing but jncrease by one 
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the number of heirs; and the fact that the State 
levies in kind its own share like the others-with 
the implication that the State will ultimately figure 
as joint owner of the, undivided estate-will permit 
a just solution of the practical difficulty of the 
hereditary division precisely as the difficulty is solved 
to-day in the case of private heirs. 

The criticism which has naturally the most 
adherents among those who pride. themselves on 
their economic orthodoxy and desire to maintain this 
strictly orthodox tradition, harps upon the incon
veniences of nationalization,. even though it were 
to be realized slowly as our reform proposes. 

According to our aforementioned critic, Professor 
Graziani, it is precisely because the project in 
question would result ,in a broad nationalization 
of all types of productive capital goods, that its 
adoption should be opposed. .. The author of the 
project," adds Signor Graziani, .. affirms that after 
enterprises are established and developed by in
dividual initiative, they will revert to the nation 
or to some sort of a collectivist consortium, and that, 
by judiciously distributing the ad~inistration of 
them, the nation will be able to utilize them for 
the collective welfare. There are certain types of 
industry where the natural conditions lead to 
monopoly and where the economic functions reduce 
themselves to formalized and regular operations 
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similar to the customary ones of public administra
tion; for these, public management might be more 
advantageous than private. In the majority of enter
prises, however, its inferiority is manifest. Past 
history furnishes many examples of economic follies 
and the enormous squandering of wealth because 
of imperfect' knowledge of the technique 'of pro
duction and of the distribution of markets; to 
these must be added the confirmation of contem
porary experience in all the belligerent countries, 
which demonstrates that the meddling of the State in 
industrial and commercial undertakings resulted in 
heavy social losses, and that the prime element 
in intensive production was the action of private 
initiative. 

" It will be said," this same critic continues, .. that 
the author of the project claims to remedy this 
disaster by proposing that the nationalized enter
prises be leased out; but this would result in no 
more than a regime of private enterprise without 
the benefits inherent in the spontaneous selection 
of a competent managing personnel through the 
operation of competition, and with all the incon
veniences which appear inseparable from public 
concessions. Besides, it is difficult to discover what 
benefits the working classes would gain from ,this 
nationalization; they would not better their situa
tion ; on the contrary, since production would decline 
under public administration because of the lack' of 
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. business spirit, their ,interests would suffer. More
over, within the circle of capitalist production itself, 
there are appearing the outlines of systems . of 
broader participation in its benefits--or more to 
the point; of rewards more in proportion to the 
effort of the worker and to his contribution to the 
final product. There are more opportunities for 
those workers who are skilled and who have a gift 
for the direction of enterprises to take an important 
par.: in production. Moreover, a general reduction 
of working hours is being realized by agreement 
between the labour unions and the employers. The 
form of these rewards is not important in itself. 
They possess significance only because they provide 
an incentive for greater production, in that. they 
assure to the capitalist the profits which induce him 
to invest his wealth in the enterprise, accept its 
risks, and develop it into an organized economic 
activity. This result is achieved by a system of 
high salaries, which is developing on an ever
increasing scale as machine production grows more 
intricate and a more thorough technical education 
of the workers becomes necessary." 

This mass of objections, of which several items 
deserve detailed examination and careful analysis, 
is directed not so much at my special proposal for 
.a reform of the right of inheritance, as at the general 
Socialist principle of the nationalization of all the 
instruments of production. It is my theoretical first 
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premise that this principle seeks to realize a greater 
justice in the economic relations involved jn the 
distribution of wealth, together with an augmenta
tion of the production of wealth. Consequently this 
is not the place to enter upon a thorough discussion 
of this subject, the more so since the eventual 
solution of thisquestion-and naturally it is not a 
local one but worId-wide-wilI not depend on the 
outcome of a theoretical quibble, but upon the 
growth of the proletariat into the preponderant social 
factor as against all the other social classes combined 
-an' argument whose verification will be achieved 
by Time. 

Admitting that this preponderance may be 
realized in the not too distant future, it is worth 
considering whether it is not preferable for the 
capitalistic caste and for the bourgeoisie to antici
pate this social transformation in concert with the 
more advanced and class-conscious. portions of the 
proletariat, so that it will accomplish itself gradually 
and by legal means, without violence, without shocks, 
without an economic derangement. If they choose 
to resist and oppose all concession, they 'will find 
themselves suddenly crushed by civil war and a 
violent revolutionary expropriation, which would be 
for all classes-and particularly for the proletariat 
-the greatest and' most horrible catastrophe ever 
precipitated upon mankind. 

Permit me again to seize the opportunity to 

[77] 



The Social Significance 
emphasize that. this proposed· reform of the right 
of inheritance would not only respect the funda
mental desiderata of orthodox; economics in all 
that concerns the production of wealth and the 
accumulation of capital, but that in some ways it 
would tend to realize them more completely than 
the present system ; at the same time it would satisfy 
the extreme postulates of Socialism. It would 
leave the fundamental processes of the production 
of wealth and the accumulation of capital to unham
pered private initiative, urged by the spur of com
petition. It would cause this capital wealth to pass 
into the possession of the nation only after it had 
already been amassed and hence required no other 
administrative activity than leasing or renting. By 
developing at the same time, on the one hand, the 
principle of the Share-Holding State, it would tend 
to minimize the direct and cumbersome action on 
the part of the national Government. By develop
ing, on the othel;' hand, the principle of the Share
Holding Trade-Unions, it would ·seek to institute 
effective labour co-operation in production on a large 
scale. Finally, it would eventually make possible 
the replacement of the present fiscal regime based on 
taxes which hinder all. industry, by one resting 
entirely on inheritance revenues. Such a system 
ought consequently to be less subject to the criticisms 
of orthodox economists than any other Socialistic 
system. 
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All this possesses a certain political significance 
and importance, in that it may serve to weaken the 
doctrinaire resistance of the conservative economists 
to a reform which, it must be frankly confessed, 
seeks to substitute a Socialistic regime in place of 
the capitalistic system, which these economists as a 
group defend and strive to maintain. 

Certain economists who may be grouped together 
and whose spokesman is the Italian senator, Pro
fessor. L. Einaudi, one of the most influential leaders 
of Italian bourgeois conservatism 1\ and one of the 
most scholarly masters of the orthodox group 
centring about La riforma socia/e, a believe that 
any reform which tends to weaken the consistency 
of the family is not advisable.' 

According to these critics: "There are many 
individuals who Jove the things of past ages and 
attribute an importance to tradition, to the con
servation of families and estates through successive 
generations. While admitting the utility of eliminat
ing at times an incapable generation and replacing 
it by succes.sful members from other social groups, 
they consider it equally socially desirable that 
families capable of preserving their ancestral estates 

I He is the economic and financial specialist attached to the great 
conservative paper 11 eomere Jella sera of Milan. 

I An important magazine of Turin. . 
• L. Einaud~ 11 problema Jella finatlZtl post-belliea (Milan, Treves, 

1919), p. 161, II seq. • 
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should tower above their neighbours like old oaks, 
the last of vanished" forests, over the surrounding 
empty fields. Such people ought to hesitate long 
before accepting a fiscal policy which would 
accelerate the dissolution of families, the annihila
tion of tradition, and the transformation of mankind 
still further into nomads living in rented dwellings 
or hotels, dealing in negotiable securities, possessing 
international tastes, and without sentimental attach
ment to the ground where they were born or where 
their families and their ancestors are bUried. Why 
should the principle of taxation be utilized to realize 
a society composec!. of unattached individuals, to 
co-operate in the destruction of an ideal still so vivid 
in the hearts of mankind and which serves to temper 
the anti-national and anti,;.family tendencies of the 
railroad, of the telegraph, and of mobile industry? .. 

There is SOme weight to this objection, but it 
is undeniable that its sentimental origin clashes 
with the tendencies of a society ,in the process of 
transformation toward a mode of life less shut 
in, less patriarchal, less, national. At all events, it 
seems to me that the suggestions in Paragraph 7 of 
the preceding chapter are a sufficient reply. The 
precautions noted there appear adequate to retain 
in the possession of a family those properties which 
are the objects of particular attachment through 
successive generations-articles of personal use, 
furniture, jewellery, or even dwellings, family seats, 
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or family industries. It is only required that each 
succeeding generation should amass a sufficient sur
plus of wealth by labour and by thrift, so that the 
value of the family property should never exceed 
the value of the share. of the estate of which the 
testator may freely dispose. 

However, we must not spend too much time on 
this criticism formulated by conservative economists. 
It skilfully draws attention to certain sentimental, 
archaic and arcadian aspects of the capitalist regime, 
but it forgets altogether to point out the ugly and 
unjust misedes, the too numerous exceptions to this 
ideal of patriarchal family life which this regime 
permits or causes, and the inadmissible privileges it 
implies for parasitic and useless individuals who 
otherwise would be condemned by nature to be 
replaced by others more worthy than themselves. 

The following objection made by Professor Gini, 
among others, deserves consideration. He points 
out 6 that the reform will inevitably lead to new 
forms of injustice unless stability in the value of 
money is first guaranteed. 

This objection has gained a certain weight in 
these days, in view of the great changes in value 
which money has undergone as a result of the war. 
But in normal times, these changes are of much 

• C. Gini, II Problemes financiers d'apres guerre," in Scimtia, June
August, 19~ I. 
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less importance. At any rate, as Professor Gini 
himself observes, this difficulty could always be 
obviated by a carefully devised system of index 
numbers. Nevertheless, it remains undeniable that 
one of the most important conditions for the funda
mental success of our reform will always be a 
national monetary policy which will seek to reduce 
to a minimum the artificial variations in the value 
of property resulting from excessive emissions of 
paper money. 
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CHAPTER II 

Certain Sqange Objections by 
Hypercritical Socialists 

LET us proceed now to the objections raised by 
Socialists. 

Rinaldo Rigola 1 considers that by our programme 
progress toward an extensive nationalization would 
be much too slow. II 

On the contrary one might be pardoned for believ
ing that the road is shorter than need be if we 
desire to pass from one regime to the other with
out too violent an economic upheaval, and if we 
wish the nation to develop gradually the necessary 
organs for its new functions. Were it desired, 
this road could be further shortened by amending 
the transitory provisions of the project, so as to 
increase, in the case of owners alive at the time of 
the promulgation of the law, the share of the 
estates which would be considered at their death as 
due to inheritance and not to their own labour and 
thrift, and by increasing the percentage of the 
shares of the estate which had already undergone 

1 Former secretary-general of the Italian C. G. T. 
I In Problemi tlel z-~o, January 16-31, 192.0. 
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preV10US transfers and which would revert to the 
nation. But again it, should be reiterated, that, 
by hastening the tempo of nationalization, the 
evil effects of a violent revolutionary expropriation 
would be incurred ; doubtless they would be attenu
ated, but their dire reaction would be felt by the 
working class more than any other. ,At the same 
time, the resistance of the capitalist class to the 
reform would increase. 

In any case, a gradual nationalization without 
compensation is preferable to ~n immediate nation
alization with compensation. Where the latter 
affected a great extent of capital goods, it would be 
impossible. Were it possible, its benefits would be 
illusory, since the nation, in order to pay the interest 
on the debt arising out of the purchase, would 
have to levy upon the annual social produce by 
means of taxes a sum equal to that levied by private 
ownership under the form of revc:nues from· these 
very properties. 

It has been argued by Professor B. Griziotti 8 

that there are few families which maintain their 
ancestral estates; that in general, . these fortunes 
break up . or are wasted within a few generations 
after their formation. 

This seems to me all the more reason to endeavour, 

I In" Per una rifo~a dell' imposta eli 8uccessione," in Ltl ",ilictl 

ociale, April I-IS, 1920. • 
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by means of an opportune modification of property 
rights, to remove these fortunes from the possession 
of wasteful heirs in time to save them from being 
squandered, and to place them in safe-keeping by 
transferrin.g them to the possession of the nation. 

The same critic insists on this attack by pointing 
out that cap~ble, h~rd-worki~g fathers have prodigal 
sons for heirs, .who are incapable of conserving or 
increasing their fortune. 

This is precisely bne of the unfortunate conse,.. 
quenc.es-and one which has often been pointed 
out--of the unconditioned right of inheritance ; 
this privilege allows. weaklings to transmit intact 
to their heirs large fortunes inherited from their 
fathers, even though they have done nothing to 
add to them. It takes from them all incentive 
to labour and e~onomise, accustoming them on the 
contrary to do ,nothing and to consume the total 
of their agreeable revenues-a manner of living 
which tends to transform itself in them and in their 
respective heirs into an inclination to squander not 
only their revenues, but the estate itself. 

The same critic has recourse even to statistics " 
which indicate, that, on the average, the wealthiest 
classes have fewer heirs in the direct line than 
people not so prosperous, and that of the possessors 

, l'ide C. Gini, Ammonta" e composi"';'one della ricbezza deY, nazioni 
.(Turin, Bocca, 1914). • 
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of estates who leave heirs, those who leave the most 
are the least rich.6 

This might serve as an argumef,lt against a reform 
tending toward the nationalization of· private pro
perty if, when a rich capitalist left no heirs in a 
direct line, his estate passed to the nation. But 
unless I am mistaken, in the absence of heirs in a 
direct line, the wealthy at present bequeath their 
fortunes not to the nation but to more distant 
heirs. Precisely because the very wealthy leave 
fewer heirs in the direct line than less well-to-do 
people, there are quite a few fortunate persons who 
inherit not only the estates of their parents, but also 
those of all their uncles, grand-uncles, cousins, etc., 
because these have no direct heirs. Thus, the 
privilege of bequest and inheritance as it exists to-day 
still further exaggerates by causes of a legal nature 
the concentration of wealth in the possession of a 
few individuals, already stimulated as it is by 
economic evolution. Thus we have still another 
reason to modify this privilege of bequest and 
inheritance so as to check the assistance which the 
legal factor affords to the process of the concentration 
of wealth in the hands of a minority. 

The same critic 8 suggests that the proposed 
system is not certain to provide a stimulus for 
working and thrift, or at least that this stimulus 

I Griziotti, llf. cit. 
• Ibid. 
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wiIl not be as strong as we have affirmed. "Let 
us suppose," says Professor Griziotti, "that John 
Smith, after having paid the taxes upon his inherit
ance, possesses £60,000 descending to him from 
his grandfather and another £60,000 resulting 
from the economies of his father. The son of 
John Smith will have to pay the tax-collector all 
of the first sixty thousand and half of the second ; 
he will have only thirty thousand pounds left. If 
John Smith desires to pass on a fortune of one hun
dred and twenty thousand pounds to his son, he 
will have to accumulate an additional ninety thou
sand. During wartime conditions it is relatively 
easy to double one's estate; but in ordinary years, 
this happens only in isolated cases." 

Let us admit, with Professor Griziotti, that it is 
difficult for John Smith to accumulate ninety 
thousand pounds in ordinary times (although it 
should be noted that this Mr. John Smith finds him
self in a better position to do this than many others, . 
since the £ 120,000 which he has inherited ~ay repre
sent a business enterprise fully developed at the time 
of his father's death, that may enable him to interest 
himself in new enterprises or become a partner 
in such, or at least he may economise upon the 
income from a safe investment of the £ 120,000, 

and so forth). But com:eding that John Smith 
may not succeed in accumulating enough to be able 
to pass on to his chil~n as much as he had inherited, 
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where is the. misfortune?· From a social point of 
view, the important consideration is that he be 
stimulated to labour intensively and as hard as 
possible in order to leave to his own heirs some
what more than the little share of his inherited 
fortune which the new inheritance provisions would 
permit. No~, not only will the proposed system 
give him this incentive, but society will still allow 
him during his lifetime the pecuniary means to 
facilitate his success. . 

If despite his efforts he is unable to leave his 
heirs more than £80,000, £60,000, or £+0,000, 

I extend my sympathies to these poor little heirs 
who perhaps will no longer be able to enjoy the 
luxury of living tn limousine; but society will not 
be the loser. Rather it will gain if the poor little 
heirs are forced to earn their livelihood even as the 
rest of us do. 

lt cannot be reiterated too often that. the uncon
ditioned privilege of will and' in)leritance as it 
exists to.:.day does not in any manner provide a 
stimulus for people who inherit large fortunes still 
further to ,increase their inherited wealth, but only 
to preserve this capital in order to be able to transfer 
it intact to their children. On the other hand, the 
new privilege of will and inheritance, as it would 
be constituted by the proposed reform, bearing 
heavily to the extent of So per cent. and 100 per cent. 
on fortunes acquired by inhe~tance and exempting 
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the share added to these fortunes by the 'labour and 
saving of the testator himself, would unquestionably 
cause him to consider every sum so added as having 
a greater value than an equivalent sum which he had 
inherited. It is this extra value, so to speak, inherent 
in the wealth accumulated by his own labour and 
thrift, that would provide the heir with a new incen
tive to labour and economise, three or four times 
greater than the present stimulus. 

Of course, it is possible to close one's eyes to the 
beneficial stimulus, not only moral but also eco
nomic, given to most individuals by the extra value 
of the wealth acquired by their own efforts as COh

trasted with that received because of the efforts of 
others, and to emphasize, as some critics have done, 
the sporadic pathological cases where opposite effects 
can be proved. It seems to me~ however, that this 
is scarcely the· most favourable frame of mind in 
which to examine objectively and impartially the 
reform under discussion. 

Other critics refuse to consider this project since 
they hold as out o~ date the theory of economists 
like McCulloch and Wagner that heavy taxes may 
give a greater impetus to production and to accumu
lation. 

Note well that what I have asserted is, that the 
reform would augment the incentive to labour and 
to economise., not be Gause of the simple fact 'that 
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certain taxes would amount to 50 per cent. or 100 

per cent., but. because of the conditioning circumstances 
of these heavy levies. Since these heavy taxes would 
bear only upon the inherited portion of an estate 
and would exempt all that .was added by the labour 
and thrift of the heir, he would inevitably come to 
consider all contributions by himself as having a 
greater proportionate value than the wealth he had 
inherited. £20,000 thus accumulated would possess 
in his eyes, relative to the fortune he desired to leave 
to his children, a value equivalent to £50,000 or 
more he had inherited. It is this extra value inherent 
in the capital accumulated by his own labour and 
saving which would provide the three- or five-fold 
incentive to such labour and saving. 

Another objection also formulated by Professor 
Griziotti, 7 who strangely enough isa Socialist, is 
borrowed by him from the already noted book of 
the conservative Professor L. Einaudi : 8 

" There are many people who through youthful 
inexperience or through lack of business acumen 
may lose their entire ancestral estates during the 
early period of their lives. It is hardly an encourag
ing outlook for them to know that any fortune they 
may accumulate up to the equivalent of the estate 
originally squandered or lost will be subjected to a 

7 Loc. cit. 
e II Problema della fina.tla post-bellica. 
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tax of 100 per cent. or SO per cent. just as though it 
had originally been a part of the estate inherited from 
their grandparents or from their parents! .. 

Quite true I But this is hardly more than saying 
that as a man :I1lakes his bed, so must he lie in it. If 
this unattractive outlook seriously checks the youth
ful inclination to squander wealth and places a 
premium upon prudence, it seems to me that society 
has little to lose and all to gain. Moreover, it will 
always be possible to introduce statutory exceptions 
for cases where the inherited estate might be lost 
through fortuitous circumstances or force majeur; 
however, a competent tribunal would have to pass 
upon such cases and closely check and limit them, 
in order that the entire significance of the reform 
should not be lost. 

Naturally it has been argued 9 that taxes amount
ing to So per cent. and t;,ven to 100 per cent. would 
lead to fiscal evasions on a grand scale. 

A moment's reflection will show that these eva
sions could scarcely be more numerous or more 
serious than those of t<Klay, since these inheritance 
taxes of So per cent. and 100 per cent. would be 
levied on the shares of the estate previously inherited 
by the deceased, the value of which, consequently, 
would be establi~hed by official documents. The 
share capable of evasion, in so far as there would be 

• Gliziotti, loco nt. 
[9 1] 
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no record of it, would be that accumulated by the 
labour and thrift of the deceased ; but on this share, 
under the proposed reform, the levy by the nation would 
be no more than that in force to-day. Besides, the regis
tration of all negotiable securities would provide a 
remedy against the most flagrant source of evasion ; 
this is a measure endorsed by orthodox economists 
as well as by Radicals. 

Moreover, the nation, when it intervened in each 
inheritance no longer as i fiscal power levying a 
monetary imposition, but rather as a co-heir, would 
have the right to make investigations and to benefit 
by all the guarantees protecting private heirs. It 
could, as a last resort, obtain the appointment by 
the proper tribunal of an executor who would attend 
to the administration and inventory of the inherit
ance until the co-partnership of the individual heirs 
and the nation came to an end. 

Some critics .10 include among the. dangers of fiscal 
evasion, those of the emigration of capital to foreign 
countries. 

According to the most pessimistic of these hypo
~heses, a rich man, rather than permit the nation to 
despoil him of the wealth transmitted to him by a 
long family succession, would dispose of it or invest 
it abroad, or simply change his residence to a foreign 
country. 

18 rid, Griziotft, IQ'. ,it. 
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It should be noted, however, that by the proposed 
reform, the wealth and the estates existing at, the. 
moment of the promulgation of the. law would all be 
considered as resulting to the extent of one-half or 
two-thirds from the labour or saving of their present 
owners, and the other half or third as inherited by 
them through a single transfer of ownership. Thus 
upon these family properties, the nation would levy 
at the death of their present Qwners no more than 
a sixth or a fourth. For the rest, it seems to me 
that the dangers Profes~or Griziotti ,fears could 
always be met by declaring void all sales of lands' 
and fixed property for the purpose' of transferring 
their values to foreign countries .. 

.. Industrialists and merchants," Griziotti retorts, 
.. unless they possessed enterprises particularly sus
ceptible of monopolistic development and were 
receiving more than an average return from their 
own activities in their fatherland-which is not 
very frequent in normal times-would also find it 
to their interest to liquidate their industries and 
their enterprises and to remove themselves to 
countries where they would not run the danger of 
having their wealth confiscated." -

It should be remembered that the taking of ,the 
half or the whole of an estate would occur only 
when the estates of these industrialists and mer. 
chants were inherited,.ilnd then only at their death ; 

[93] 



The Social Significance 

they would be as free to dispose of that share which 
they had earned through their industries and 
mercantile undersakings as they are to-day. Such 
being the case, is it cr¢dible that an active and 
intelligent man who had inherited an industrial or 
commercial enterprise with which he might double 
or triple his original inheritance would proceed to 
liquidate it and depart for other lands to start an 
entirely new enterpr~e under conditions with which 
he was imperfectly acquainted and the success 
of which would be problematical? Besides, this 
evasion would be rendered difficult by a law declar
ing void all liquidations and sales for the purpose 
of transferring abroad the portions of estates belong-
ing to the nation. . 

We should not go so far as to say that the danger 
of the emigration of capital does not exist, but we 
affirm that the critics of the reform, enormously 
exaggerate the danger. Mter all,. this is a peril 
which not only this reform, but every reform of 
a Socialistic character, must run foul of-a peril 
which will threaten even every fiscal reform in the 
direction of the taxation of wealth to which the 
bourgeois Governments of the former belligerent 
powers will sooner or later have to resort. Sooner 
or later private capital will find itselF subjected to 
heavy levies by the national Governments of all the 
countries of Europe and perhaps of the world, 
and this will come about ~ much by budgetary 
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necessities as through the ever-increasing pressure 
of the proletariat: where then will be the dangers 
of the emigration of capital? Ip. the end, this 
errant capital, go where it may,wiII find itself 
cornered. 

Besides, from now on it would not be altogether 
beside the point for the Socialist and Radical parties 
of the various countries to study in their inter..; 
national congresses a program~e of action which 
might be introduced into the national legislatures 
where they are actively represented, and s9 check 
such fiscal evasion and thus reciprocally annul its 
bad effects. 

We should, remember that the spectre of the 
emigration of capital has been raised by orthodox 
economists ever since the beginning of labour agita
tion for higher wages. Capital will emigrate, 
the professorial Cassandras used to thunder, to 
countries where wages are lower and where, conse
quently, profits are greater. But labour organiza
tion has developed in every advanced capitalistic 
country, and this circumstance, itself determined by 
the very development of capitalistic economy, has 
weakened any tendency for capital to emigr~te 

from one country to another. Doubtless this 
tendency has on1y been weakened and not completely 
suppressed; for there are countries in Europe and 
particularly on the other continents where wages 
are lower, and there ha§ been a certain emigration 
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of capital to these countries. But has this been 
a disaster for the countries where labour organiza
tion . has achieved its greatest successes? We all 
know that the contrary is true, that the prosperity 
of those countries where wages are highest and 
conditions of labour most satisfactory has continued 
to grow with increasing rapidity, whether this be 
explained by the fact that the emigrant capital 
represented only a ~mall fraction of the total value 
of the new private capital which was each year 
added to the capital already existent, or because tke 
evil caused by tkisemigration of capital was more 
tkan compensated by tke increased productivity of 
labour resulting from kigker wages, better working 
conditions, and a raising .of tke intellectual ana moral 
level of tke working c~asses. 



CHAPTER III 

Nationalization and the Reform 
of Inheritance Rights 

UNFORTUNATELY, in Socialist circles, a possible 
reform is sometimes checkmated in advance by a 
specious argument. In the name of the formula 
.. all or nothing," programmes which would prepare 
the way for a greater reform are disdained. The 
proposed system of progressive D~th Duties has 
been criticized on the grou~d that it is purely a fiscal 
measure, and these critics go ort to add the statement 
that real assistance in undertaking social reform is 
not to be sought in fiscal politics, for it is to be 
taken for granted that 'taxes rarely tend toward 
this end.1 

The reform which I am proposing seems to me 
to be not a purely fiscal reform but ali essentially 
radical modification of the right of property. A 
new property right is substituted for the property 
right now in force. And since property rights 
constitute in a way a system of dykes which mark 
out the channels and determine the course of the-

1 Professor B. Griziotti, .. Per una riforma dell' imposta eli aucceasione," 
in LII Criticil Soeiall. April I-I S: ,",zo. 
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economic process, so a new system of dykes would 
result in a new network wherein the course of the 
economic phenomena of the future would develop. 

In England, the inheritance of landed property 
is bound up with the principle of primogeniture, 
in France with the principle of equality of division. 
This difference in inheritance rights in the two 
countries has resulted in economic phenomena as 
divergent as the latifundian agriculture of England 
and the intensive culture of peasant proprietorship 
in France. In the more remote past, the manorial 
system of Western Europe and the collectivism of 
the slavic East gave rise to modes of economic 
activity quite distinct from. each other. What 
grounds, then, hav~:': the critics of the proposed 
reform to insist that the different forms which the 
right of property may take cannot affect the process 
of economic development and direct .it along new 
lines? . 

It is Yall very we11 disdainfully to condemn a 
reform llf the right of inheritance by qualifying it 
as a mere fiscal measure: this measure will never
theless have a not inconsiderable share in paving 
the way for the more complete social reform of the 
future. The reform will not be realized through 
any wave of a fairy wand. " 

As I have asserted above, II the Marxist doctrine, . 
that a collectivist· regime is to be attained only 

• ride IUprdll ch. III. 
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through the blind play of economic forces, certainly 
had during its early days a great effect upon the 
labouring m~sses and expedited the spread of the 
Socialist dogma among them, since it communi
cated as much to the propagandists as to their· 
hearers the firmest faith in the event in question, 
a faith which was a most important psychological 
element in making proselytes. But beneath its 
revolutionary and dynamic appearance, this catas
trophic and fatalistic doctrine, essentially dogmatic, 
contained insidious germs of social conservatism 
and inertia. It implied, in effect, that the legal 
superstructure of society, while determined and 
shaped by the processes of the material production 
of wealth, was incapable ii( reacting upon this 
economic process through any sort of modification 
of itself, even where such a modification might be 
realized through the attainment of power by new 
social classes.· Thus the. Marxist. doctrine has 
l~ft the Socialist leaders with~ut any Fositiv'e guide, 
without any criterion to indicate to them the general 
direction which they should choose. It has con
demned the Socialist parties, even wher~ they have 
had sufficient force to act, to the most deadening 
impotence. Clearly then, those socialists. who 
persist in r~fusing to admit that even profound 
modifications of property rights have the power 
of creating a better economic system or, worse 
still, who intentionally ignore such reforms as mere 
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fiscal acts, repeating over and over again that taxes 
can in no way lend themselves to audacious social 
transformations-such Socialists only aggravate this 
ConServative tendency inherent in the fatalistic 
Marxist doctrine. Without wishing it, they make 
themselves accomplices to an inaction on the part 
of the Socialist movement which only reinforces the 
Conservative cause. They are welcome to reject 
the proposed reform if they have anything better 
to offer. But when they profess to believe in a 
rapid development toward a Socialistic regime in 
the near future, it is their duty as Socialists
or more simply, it is their duty as members of 
society-to state precisely the concrete means by 
which this Socialist regime is to be attained. In 
economic matters as elsewhere, not faith or hope, 
but action alone is the impelling force behind life 
and progress. 

The questic;ln has been raised whether the pro
posed reform will lead to the inauguration of a 
truly Socialistic regime. This criticism has been 
made by the Italian scholar who has made. the 
greatest progress in studies along Marxist lines
Professor R. Mondolfo.3 

.. Can such a dualistic system of social confisca
tion and capitalism:' he asks, .. be presented as a 
programme for Socialism? Can it suppress the dis

a II Intomo al Progetto Rignano," • the CritUa soeitde of Turati. 
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tinction between capitalists and wage-earners, ex
ploiters and ~xploited ? .. 

Now, without. entering upon a wordy debate 
and putting aside the question whether the regime 
to which the proposed reform would lead would 
be truly and completely Socialistic, I wish to say 
only this: the system, while preserving the possi
bility of profit to the accumulators and possessors 
of the new individual capital that is constantly 
being. formed, and precisely because it would safe
guard this possibility, would bring about a regime 
of greater justice. If the function of accumulatirig 
new capital is left, for the good of society, to indi
viduals (to the exclusion of or concomitant with 
the exercise of the same function by the nation ; 
and (1' propos of this I ought to admit that, with 
the orthodox economists, I am most sceptical on 
this point), then it is only just that a certain reward 
in the form of interest or profit be allowed to those 
who exercise such a useful function •. Senior's 
famous premium for abstinence is ridiculous when 
it is awarded to heirs who since the hour of their 
birth have not engaged in any act of abstinence 
whatsoever; but it coincides with a principle of 
justice if it is allowed to those who accumulate new 
capital by means of their own labour or their own 
effective thrift. 

Since the proportion between the total of private 
capital and the growing.total of the capital becoming 
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constantly nationalized would steadily diminish, 
there would be a corresponding decrease in the 
share of the annual social revenue which reverted 
to capitalists in the form of profits and interest. 
It is precisely the rapid increase of this share at 
present that gives it the appearance of an inimical 
exploitation of labour. 

The distinction between capitalists and wage
earners would lessen as the latter received through 
their co-operative associations an ever-increasing 
share of this nationalized wealth. On the one 
hand; the accumulative function of the first class 
would also appertain to the second; on the other, 
the double role of worker and private or col~ective 
possessor of a small capital would attach to an ever
increasing number of workers. 

Doubtless, all this is far from the wave of the 
fairy wand which is to transform the present regime 
into an ideal society within the space of a second, 
or from the Marxist catastrophic -upheaval estab
lishing at once the collectivist regime. Granted that 
the method of progressive and evolutionary revo~u
tion is desirable~ -the proposed reform of the right 
of property belongs to this method and cannot 
fail to prepare, and even to assure, the reforms 
which Socialism has long advocated. 

But can this be achieved by a single reform 
measure such as I have ~tlined? This is what 
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Professor Mondolfo questions when he expresses 
the opinion that the two problems of present-day 
economic reconstruction and of the transformation 
of the present regime to a more democratic one 
cannot be united in one and the same solution. 

The contrary seems to be nearer the truth, pre
cisely because the social relationships that would 
result from a step in the direction of greater justice 
l?y an opportune modification of property rights
provided it be realized without upheavals. which 
might injure the delicate mechanism of production 
-could not fail to inspire more intensive production, 
and consequently to aid in meeting the present crisis. 

In all honesty, I cannot picture the paralysing 
effects which some critics fear the proposed reform 
would inevitably have upon certain great enter
prises intended to minister to the most vital needs 
of to-day-great enterprises for the ,reclamation 
of agricultural land, large-scale hydr:o-electdc pro
jects, important irrigation undertakings, and the 
building of large manufacturing plants---great enter
prises which will not yield immediate returns, but 
which do require immediate inveetments of capital 
on a large scale. The~e great enterprises cannot 
be undertaken by n~tional Governments, alr~dy 
overburdened by the presentdem~n,ds upon them, 
nor by the co-operative associations powerless and 
lacking the neces.sary resources; they can ,be 
accomplished only th;ough the agency of capitalist 
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societies. Consequently, I do not see why a capitalist, 
whom the proposed reform would induce to make 
every possible economy, should be dissuaded from 
investing, his new savings--<>n which, we must not 
forget, the nation would make no levies-in the 
large-scale enterprises in question, just as well as in 
any other type of investment. 

Our social transformation would take place 
under the most favourable conditions. Thanks to 
the proposed reform, the nationalization of capital, 
while beginning immediately, would nevertheless 
be fully realized only over a not too short period 
of time. During this period the problems and prac
tical difficulties of the administration of the first 
increments of the nationalized properties would 
present themselves, and their solution be accom
plished. This, far' from· being a disadvantage, as 
some Socialists assert,4 would rather be a distinct 
advantage, for it would give the new administrative 
organs, charged with the management of these 
properties, the time necessary to develop themselves 
and to perfect themselves little by little under the 
spur of the very function they would have to fill-a 
function modest at first but always growing in 
importance. 

It seems to . me that in the preceding rapid 
summary of the principal criticisms directed against 
my proposal and the replies to them, I have 

• GrWotti, loa cit. 
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furnished the reader with all the necessary elements 
to construct his own critique of the value of, the 
reform I recommend. Before proceeding to a con
sideration of the embodiment of the proposed 
reform in legal terminology, I desire to present 
to my readers the elements of a controversy which 
I have had with M. Yves Guyot, wherein will be 
found a condensed expression of the conflicting view
points of orthodox economic theory and this social 
reform. ' 
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CHAPTER IV 

My Controversy with Yves Guyot 
A NUMBER of economists and politicians have 
interested themselves in my project for transform
ing property rights through a modification of the 
right of inheritance. If this project has been 
received with favour in Liberal and Socialist circles, 
it was inevitable that it should bring upon itself the 
denunciation of one of the most tenacious and 
clear-thinking supporters of strict economic ortho
doxy-M. Yves Guyot. 

• 
On April 16, 1920, M. Guyot wrote to me as 

. follows :-
.. I cannot endorse your project, aiming as it 

does at the con~scation· of all property received 
through inheritance. To differentiate tax levies 
upon inheritance existing at present will not be 
an easy matter, for most of these have undergone 
many transformations, whether of gain or of loss. 
Would you have all properties mortgaged in the 
future? You would thereby destroy an important 
type of credit which is one of the most useful forms 
of liquidating landed prqperty. You· wish to 
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broaden the domain of the nation. But does not 
the manner in which all States managed the interests 
confided to them during t.he last five years con
stitute a decisive proof that public bodies are 
incapable of carrying on economic undertakings ? 
They have confirmed Adam Smith's proposition : 
• Nations are not ruined by the wastefulness of indi
viduals but by the wastefulness of Governments.' 
I add, '. Governments can procure resources only 
through the initiative, the labour and the saving. of 
individuals.' " 

To this criticism I rep.lied by the following letter 
of May 8, 1920 : 

.. I understand perfectly that you cannot approve 
of my reform which is so essentially Socialistic, but 
permit me to obse~e : 

I. There is no question of a confiscation of 
property in the sense ordinarily attributed to this 
word, but of a modification of property rights to be 
introduced into' Congre:S or Pat:liament when the 
legislative majority shall be of Socialist or of Radical 
or Liberal sympathies. 

2. There will be no difficulty in the differentiation 
of levies. All individual estates existing at the 
moment of the promulgation of the law, such as 
they appear in the census to be taken for this very 
purpose, will be considered as resulting, for example, 
one-third from the lacilur and thrift of the possessor 
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and two-thirds as inherited by him through a single 
transfer of property. Upon the death of this owner, 
soper cent. of these two-thirds, or more briefly one
third of the total estate.as it appeared in the census, 
would be inherited by the nation, and the other 
tW9-thirds, plus what the deceased may have added 
to the estate after the census, would go to the indi
vidual heirs as designated by the testator. There
after there would be little difficulty about the com
position of the successive inheritances, each of whiCh 
would consist of one share which had undergone 
two transfers of private possession (the nation would 
inherit 100 per cent. of this portion), one share 
which had undergone a single transfer (of which 
the nation would inherit So per cent.), and one share 
which had undergone none . (on which the nation 
would levy no more than the p(esent tax). 

3. The inheritance claim of the nation upon 
estates would not be equivalent to a mortgage. The 
heir would be free to disp~se of his estate in part or 
in whole. The nation would intervene as legal co
heir only at the death of this heir, as would the 
other beneficiaries, to determine what share repre
sented ~he estate originally inherited, and what as a 
consequence would be its share of the inheritance. 

4. I have no desire to broaden the economic 
activity of the nation. The bond issues of the public 
debt would be destroyed. The lands, as. soon as 
they came into the possessiOtl of the nation, would 
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be cnt:rusted to the 1oc:alities. which wunld traDsfer 
them on 1ong-ttrm leases to ~ united in agri
ailiural ac;socUtiODS fOl' m-opentive buying and 
selling and for' the p-OOnction of specialized fum 
mm",ooiries. The administration of dwellings 
-.roul.i be mnfi,w to the cities. Yhicb. in tum ~aht 
transfer them to trust mmpanies which woul.i pay 
the net revenue from them to the cities, and these 
wuuU transfer a part of this revenue to the nation.. 
The sean:ities of each axpontion "troUld be handed 
cm:r to the trade union belonging to the respective 
banch of iDdustry. thus UDiting the adTan~O'CS of 
co-ope:ratioD to those of b.rge-«aIe industry. AI: 
the same ~ all these revenues aa:ruing to the 
ution. the poriDces and the cities, woW.i render 
possible 1M zr.uJ ~ .1 .0 tc:JeS, a am
smnTNtion .uich would repesent the supreme 
aspin.tion of orthodox pofrtial economy. 

S. F mally. as to the sentence Yhich }'OU ad.i to that 
of Adam Smith-c Governments can procw:e re
somtt:S only ~oh the iiutiatm; the labour aud the 
thrift of indiridm.ls --I aa:rpt this sentmce. but I 
amend it as follows: c Gmemments CUI obtain the 
apitU necessary to guarantee the emancipation of 
the 1I'Orking dasscs and to make the abolition of 
tDrs poss>Dk; only through the initiatm:. the labour 
and the thrift of iDd.iri..1mls. - - • 
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CHAPTER I 

A Maximum Project 
[NOTE-

In the Italian and French editions of this work, 
Signor Rignano' outlined an. inheritance tax law 
intended to modify the appropriate articles of the 
civil codes of those countries so as to encompass 
the substance of his reform. The original form of 
this proposed law would be distinctly alien to 
American legal tradition and constitutional pro
cedure. Therefore Dr. Shultz, the translator, 
revised and adapted the author's proposed law so as 
to bring-it more into harmony with the legal con
cepts of the United States. In what follows I have 
kept as closely to the underlying conceptions as 
expressed in the French text,' with due regard to the 
American text, as British ideas demand.] 

D.D • 
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OUTLINE OF ESTATE DUTY LAW 

SECTION I 

TransJers to De Taxed 

Art. I. Tax 011 J'ransJer oj Property.-A tax 
shall be and is hereby imposed upon any transfer 
by a citizen of this nation of any real property 
within Great Britain and Northern Ireland, of any 
tangible or intangible personal property, or interest 
therein, and by a foreigner of any real estate located 
within that territory, or any interest therein, to any 
person or persons, in trust or otherwise, in the 
following cases : 

Art. 2. Under Wi//.-When the transfer is under 
a testamentary disposition. 

Art. 3. Gifts inter 'Vi'Vos.-When the transfer is 
of personal property made by a citizen, or of real 
estate located within the defined territory made by 
any person whether a citizen or an alien, by deed, 
grant, bargain, sale or gift, made in contemplation 
of the death of the grantor, vendor, or donor, or 
intended to take effect in possession or enjoyment at 

. or after such death. Every transfer made within 
five years prior to the dea~ of the grantor, vendor, 
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or donor, of a material part of his estate, or in the 
nature of a final -disposition or distribution thereof, 
and without an ~dequate valuable consideration, 
shall be construed to nave been made as' gifts infer 
'Vivos within the meaning of this section. 

Art. 4. Contracts in Contemplation oj Death.
Provisions in the existing law for dealing with dehts 
due by the estate, and for joint interests, shall apply 
equally to valuations of estates for the future pro
vided that life interests shall only be valued at less 
than the· full unfettered rights in the property in 
the following conditions: [Here must follow 
highly technical provisions for dealing with such 
questions.] . 

Art. S. In the case of' intestacy, the property 
reverts entirely to the State if there are no kindred of 
the deceased within the degrees of affinity shown in 
Schedule A. (These would have to be defined.) 

SECTION 2 

Rate oj Taxation 

Art. I. Exemption oj Charitable, Educational and 
Religious Institutions. 

Art. 2. Classification oj Rates l'pon Transfers oj 
Property as above Defined.-The tax upon transfers· 
of property as above defined shall be at the following 
rates: 
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Class A. No other tax than as provided below 
in Art. 5 shall be levied under this Act upon the 
transfer of that portion of the estate of the deceased 
clearly and indisputably accumulated by the deceased 
or by his labour, or his saving, or by both combined. 
This portion shall be calculated exclusively as the 
net total of the estate of the deceased "after deducting 
the total value of all properties devolving upon the 
deceased by inheritance, deed, grant, or gift; no 
other evidence shall be admitted relative to the 
value of that portion of the estate of the deceased 
accumulated by the deceased, or by his labour or by 
his thrift, or by both combined. 

Class B. Upon the transfer of that portion of 
the estate of the deceased· devolving upon him 
through inheritance, deed, grant or gift, not other
wise specified in. Class C, the tax shall be 50 per 
cent. 

Class C. Upon the transfer of that portion of 
the estate of the deceased devolving upon him 
through inheritance, deed, grant, or gift, where the 
testator, grantor or donor originally received such 
properties by inheritance, deed, grant or gift, the 
tax shall be 99'9 per cent. 

Class D. In the case that the estate of the 
deceased or any portion thereof was acquired by the 
deceased through inheritance, deed, grant or gift 
at a period of less than one, two, three, or four 
years respectively before !!le death of the deceased, 
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the rates of the tax upon the estate or such portion 
of the State as provided in Class B and Class C shall 
be diminished by 80 per cent., 60 per cent., 40 
per cent., or 20 per cent. respectively of the same 
rates. 

Class E. In the case that the total value of the 
estate of the deceased is less than the total value of 
properties devolving upon the deceased through 
inheritance, deed, grant or gift as provided in 
Class B, the tax ·upon the transfer of this property 
as provided in Class B shall be calculated upon the· 
total value of the estate at the death of the deceased. 
In the case that the total value of the estate of the 
deceased is less than the combined total value of 
properties devolving upon the deceased through in
heritance, deed, grant or gift as provided in Class B 
and in Class C, the tax upon the transfer of that 
portion of the estate of the deceased as provided in 
Class C shall first be calculated, and the tax upon 
the transfer of the remainder of the estate of the 
deceased shall then be calculated according to the 
provisions of Class B. 

Class F. There shall be no tax upon any transfer 
of property under £500. . 
. Art. 3. Calculation.-But no transfer of property 
or any interest therein by the deceased to wife or 
husband shall be taxed under the provisions of Art. 2, 

nor shall any devolution of property upon the 
deceased through inheritance, deed, grant or gift 
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from husband. or wife. be deemed a transfer of 
property under the provisions of Class B.and Class C 
of Art. 2. 

Art. 4. Remittance of Tax 011 Transfers to Minor 
Beneficiaries of the Deceased.-In the case that any 
beneficiaries of the deceased be children of the 
deceased, and under age, the Commissioners of 
Inland Revenue shall collect all taxes upon the 
transfer of the estate of the deceased as provided in 
Art. 2, but the National Property Commission shall 
remit to such minor beneficiaries simple interest 
upon the amount of such tax upon the transfer of 
their respective portions of the estate of the deceased 
until such time as such minor beneficiaries attain the 
age of twenty-one years. . 

Art. 5: Classification of Beneficiaries' Rates.
The tax upon transfers. of property as defined in 
Section I shall be at the following rates in addition 
to the rates provided in Art. 2 : 

(Here should follow a schedule of beneficiaries' 
rates, progressively graduated according to the size 
of the transfer and the degree of relationship of the 
beneficiary.) 

Art. 6. Liability of Executors. 
Art. 7. Deductions. 
Art. 8. Divesting. 
Art. 9. Contingent Estates. 
Art. 10. Faluatioll of Life Illterests and Contingent 

Estates. 
[II8] 



. of Death buties 

SECTION 3 

Procedure. 

. Art. I. Supervision of TalC Collection.-The Com
missioners of Inland Revenue shall have complete 
supervision of the enforcement of all provisions of 
Sections I and 2 of this Act and shall make all 
collections thereunder, and shall make rules and 
regulations for the proper administration therctof. 

Art. 2. Probtlte Court Reports and Duties. 
Art. 3. Duty of Executor or Trustee to Report Real 

Estate Transfer. 
Art. 4. Tax Assessment.-All taxes imposed by 

this Act shall be assessed by the Commissioners of 
Inland Revenue upon the full and fair cash value of 
the property transferred at the rates hc;:reinbefore 
set out, to be paid to the National Property Com
mission for the use of the nation. 

Art. s. Records to be Kept by the Commissioners of 
Inland Revenue. 

SECTION 4 

Appraisement, Etc. 

Art. I. Forms. 

SECTION S 

Payment 

Art. 2. Payment Ofa Tax.-It shall be optional 
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with the beneficiaries of any transfer of property 
subject to tax under the provisions of this Act or 
with such executor or administrator or trustee as 
may be appointed to administer the estate of the 
deceased, to pay such taxes in cash or to surrender 
to the Commissioners of Inland Revenue the equi
valent value in national or municipal stocks, or rural 
or urban lands and fixed properties, or corporate 
securities, or business interests, or like property, 
composing the estate of the deceased: provided that 
where the estate of the deceased comprises property 
of an indivisible character, the nation, through the 
agency of the National Property Commission, shall 
enter into co-partnership in the said property to the 
extent of the tax upon such property, and within 
one year the beneficiaries of the deceased may 
exercise the privilege of purchasing the interest of 
the nation in such property at a fair and just valua
tion, and in default of the exercise of such privilege 
on the part of the beneficiaries of the deceased, it 
shall be the right of the nation through the agency 
of the National Property Commission to purchase 
at a fair and just valuation the interests of the bene
ficiaries of the deceased in such property. 

Art. 3. Penalties Jor Delay. 
Art. 4. Payment in Instalments. 
Art. S. Payment in Advance and Refund 'oj 

Excess. 
Art. 6. Tax on Real Est4le oj Foreigners. 
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SECTION 6 

Enforcement 

Art. I. Duties of Safe Deposit Companies~ Trust 
Companies, Banks, Corporations, etc: 

Art. 2. Penalties. 

SECTION 7 

National Property Commission 

Art. I. National Property Commission.-A Com
mission is hereby created and established to be 
known as the National Property Commission which 
shall be composed of :c commissioners who shall 
be appointed' by His Majesty, by and with the 
advice of the Prime Minis ter. 

Art. 2. Powers.-The Commission hereby created 
shall have authority to receive and administer taxes 
and properties as provided by Art. 4 of Section 3 of 
this Act. 

Art. 3. Government and Local Securities.-The 
National Property Commission is hereby authorized 
to transfer all securities issued by the Government 
received under the provisions of Art. 4 of Section 3 
and Art. 2 of Section 5 to the Treasury where the 
same shall be cancelled. All stocks of local authori
ties shall be held by~e Na:tional Property Com-
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mission and the. interest thereon shall be collected 
by the same for forty years (if they have so long a 
life) after which time they shall be returned to their 
respective local authorities for cancellation; during 
twenty years after the receipt of such securities, the 
Commission shall return to the local authorities one
third of the interest upon the said securities, and 
two-thirds thereafter until such time .as they are 
returned to the respective local authorities for can
cellation : provided that any local authorfty may at 
any time redeem its securities when held by the 
COmmission upon payment of their equitable value. 

Art. 4. Rural Lands an,d Fixed Properties.-The 
National Property Commission shall delegate the 
direct administration of all rural lands and .fixed 
properties received by it under the' provisions of 
Art. 4 of Section 3 and Art. 2 of Section S to the 
respective counties wherein such rural lands and 
fixed properties are located: provided that such 
counties shall have created property committees 
for the direct administration of such lands and 
properties: and further provided that the said 
counties shall rent such lands and properties on 
long-term lease to the same farmers who had 
cultivated them up . to the present, on condition 
that they unite with their neighbours into incor
porated agricultural co-operative associations or at 
least into groups which would buy and sell co-opera
tively and into associations. for the production of 
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certain specialized farm commodities : ,and further 
provided that the said counties shall parta',' the 
Nationa-l Prope~ty Commission two-thirds' bfall 
revenues from such lands and properties, after 
deducting expenses of administration. The Com..; 
mission shall always retain the right to revoke such 
delegation of administration' in the. event of mal
administration. 

Art. S. Urban Lands andProperties.-The 
National Property Commission shall delegate the 
direct administration of all urban .lands and fixed 
properties received by it under the provisions of 
Art ..... of Section 3 and Art. 2 of Section 5 of this 
Act, to the respective municipalities and boroughs 
and urban district councils wherein such urban lands 
and fixed properties are located: provided that the 
said authorities shall have created statutory property 
committees for the direct administration of such 
lands and properties: and further provided that the 
said authorities shall rent such lands and properties 
on long-term lease: and further provided that the 
said ~uthorities shall pay to 'the National Property 
Commission two-thirds of all revenues from such 
lands and properties, after deducting expenses of 
administration. The Commission shall always retain 
the right to revoke such delegation of administration 
in the event of maladministration. ' 

Art. 6. Corporate Securities.-The National Pro
perty Commission shill transfer title to all stocks 
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and. shares in limited companies received by it under 
the provisions of Art. 4- of Section 3 and Art. 2 of 
Section 5 to such trade unions as have members. in 
the employ of the said companies: provided that 
the said trade unions shall pay to the National 
Property Commission two-thirds of all interest and 
dividends· on such stocks and shares: and further 
provided that two-thirds of .the remaining interest 
and dividends shall be expended by the said trade 
unions for the purchase of additional securities of 
such corporations, or else be added to such funds as 
are designated by the said trade unions as insurance 
against unemployment, illness, disability, and death. 
The Com.mission shall always retain the right to 
eMorce the return of such stocks and shares in the 
event of maladmini~tration of such funds. 

Art. 7. Cash Funds.-The National Property 
Commission shall transfer all monetary payments 
received by it under the provisions of Art. 4- of .Sec
tion 3 and Art. 2 of Section 5 of this .Act to the 
capital fund of the Farm and· Labour Loan Asso
ciation in return for equivalent par· value of the 
capital stock of such Farm .and Labour Loan 
Association, which capital stock shall be held by the 
Commission in perpetuity: provided that one-third 
of all dividends on such capital stock shall be trans
ferred to the surplus fund of the Farm and Labour 
Loan Association. 

Art. 8. Other Properties,-The National Pro-
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perty Commission shall administer directly all other 
properties received by it under the provisions of 
Art. 4 of Section 3 and Art. 2. of Section 5 of this 
Act. 

Art. 9. Disposition of Revenues.-The National 
Property Commission shall pay allrevenues received 
by it under the provisions of Arts. 3, 4, 5,' 6, 7 and 8 
of this Section, less expenses of administration, to 
the Treasury for the use of the nation. 

SECTION ·8 

Transitory Provisions 

Art. I. Classification of Present Estates.-All 
estates at the time this Act shall take effect shall be 
considered as resulting one-third from the labour 
or thrift or both combined of the present proprietor, 
and two-thirds from inheritance by a single transfer. 

Art. 2.. Census of Estates.-A census of all estates 
at the present moment is hereby authorized to be 
undertakeR by the Commiss~oners of Inland ,Revenue 
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CHAPTER III 

A Minimum Programme 

IN the present stage of political and fiscal develop
ment in the United States and England, the 
special death duty law outlined in the preceding 
chapter is hardly likely to gain legislative considera
tion. It can hope for legal embodiment only when 
labour and agrarian parties of distinctly radical 
tendencies have undisputed majorities in Congress 
and in Parliament. And in the United States, at 
least, this is hardly an eventuality of the near future. 

Under the circumstances," All or nothing" as a 
battle-cry would represent the height of folly. In
stead, the wiser course for those who are in sympathy 
with the doctrine underlying this project will be to 
modify and moderate it until some of its elements 
become capable of realization amid the bickering 
and compromising of democratic legislative pro
cedure. 

For the time being, the Socialistic elements of the 
project must be put aside as . likely to offend the 
sensibilities of great numbers of Americans and 

1 Originally written by the translator and now adapted to British 
conditions. • 
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Englishmen who, however, will rally eagerly to the 
support of a fiscal measure, however radical, that 
gives promise of lightening onerous tax burdens in 
other directions, and that can be proved non
injurious to economic progress. It will not thereby 
sacrifice its reformative character, for the economic 
democratization that would result through even' 
a moderate revision of the privilege of inheritance 
would be a notable step in the Pirection of greater 
social justice. It will draw its champions from the 
Liberals of the present-day parties, and familiarity 
with the social philosophy behind it may do much to 
convert them to a still broader view of social pro
blems, and so pave the way for a fuller realization 
of a more radical programme in the future. 

Our criterion of graduation in taxation according 
to the relative age of the portions of the inheritance 
can without difficulty be combined with the principles 
of graduation according to the rdationship of the 
beneficiaries to the deceased and graduation accord
ing to the size of the beneficiaries' shares, as these 
principles are embodied in existing legislation. 

The British Estate Duties introduced in the 
Finance Act, 1 92 S, set the following rates, graduated, 
it will be noted, according to the size of the estate 
though not according to the rdationship of the 
beneficiaries (see table on p. 128). 

It will not be a difficult matter to modify these 
rates somewhat as follo'lis. At the time of levying 
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Principal Value of Estate. Proposed Duty. 

Exceeding Not Exceeding 'Rate per cent. 

C l 
100 5 00 I 

5 00 1,000 2 

1,000 5,000 3 
5,000 10,000 + 

10,000 12,500 5 
12,500 15,000 6 

15,000 18,000 -~ 
18,000 21,000 

21,000 25,000 9 
25,000 3 0 ,000 10 

3 0 ,000 35,000 II 

35,000 +0,000 12 

+0,000 +5,000 13 

+5,000 5 0 ,000 1+ 

50,000 55,000 15 

55,000 65,000 16-

65,000 ~5,000 17 

~5,000 5,000. 18 

5,000 100,000 19 

100,000 120,000 20 

120,000 140,000 21 

140,000 170 ,000 22 

170,000 200,000 23 

200,000 250 ,000 24 

250,000 3 2 5,000 25 

3 2 5,000 +00,000 26 

+00,000 5 00,000 ~~ 5 00,000 750,000 

750 ,000 1,000,000 29 

1,000,000 1,250,000 3 0 

1,250 ,000 1,500,000 32 

1,500,000 2,000,000 35 

2,000,000 4 0 

r 
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the estate tax, it shall be determined what propor
tion of the estate of the deceased resulted from his 
own labour and thrift and what share of his estate 
came to him through previous inheritance. Wher~ 
the testator's estate was transmitted to him in its 
entirety, the tax, after being estimated under the 
above rates, would be increased two-fold. Thus, 
ordinarily the Death Duties on an estate of £ 2,000,000 

would total a little over 40 per cent. If this estate 
had been inherited by the deceased in toto, it would 
be taxed at 80 per cent. 

This would be an extreme case. Whatever proT" 
portion of the estate had resulted from the abilities 
of the deceased, would correspondingly reduce this 
doubling of the tax. If an estate of £200,000 had 
been one-half inherited and one-half earned, the 
rate would be half as much again instead of doubled. 
If the whole scale were lowered for ordinary appli
cation, the multiplier used would be higher. 

This suggestion is by no means rigid. This 
criterion o~ graduation according to the proportion 
of the estate which had been inherited by the 
deceased might be applied under a number of 
different forms. They would not lead to a gradual 
nationalization of all the means of production, as 
has been advocated in the earlier chapters of this 
book; but there would be two b~neficial effects. 
In the first place,· they would familiarize law-makers 
and students of fiscal polity and the public with this 
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criterion of graduation, so that at a more auspicious 
time in the future it might be applied to its fullest 
extent. And secondly, slight as would be the social 
reform value of such a measure apart from its fiscal 
significance, this would not be negligible. 

By such a reform, we should be committing our
selves to the practical opportunist programme of shift
ing some of the present tax burden from incomes 
and indirect levies to inheritances, on the principle 
that this programme would represent a closer 
approach to the ideal of social justice than the other. 
Although these rates are certainly not confiscatory, 
they are nevertheless subject to a serious criticism, 
one that we have not so far discussed, but which 
ought to be considered before closing this study. 

Taxes upon incomes and custom duties are 
intended to fall only upon the current income of the 
nation; fiscal economists insist that inheritance taxes 
absorb its capital wealth. They argue that if the 

. burden of taxation be shifted to est~tes, the economic 
foundations of our industrial SOt iety will be weakened. 

This argument is telling. It has been used to 
good effect'in checking serious attempts at Death 
Duties in the past. As we shall see, however, it 
makes unwarranted assumptions. 

We grant that Government expenditure at the 
present time is for the most part destructive-that 
is to say, the wealth obtained through taxation is 
consumed for ultimate u::ilities instead of being 
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utilized for the creation of future wealth. It is , 
argued, not without reason, that when the nation 
appropriates through' Death Duties wealth that 
represented capital invested in producti~n and con
sumes it for the support of armies and in payment 
of debts incurred to maintain these armies, it 
squanders the national capital. 
, To take the second case first, . a moment's con
sideration will show that the paying off of a debenture 
releases just so much wealth which the former;. 
debenture-holder may now reinvest in individual 
production. Therefore, no matter how heavy Death 
Duties might be, to the extent that the revenue from 
it was utilized to liquidate the national indebtedness, 

. it would not be destroying capital, but only transfer
ring the title to it. At the same time, the nation 
would be released from further interest payments
certainly a desideratu.m. 

But there is a fallacy lurking in the whole argu
ment that Death Duties, by causing the Government 
to consume wealth that previously had been rated as 
capital, thereby destroy a portion of the 'capital wealth 
of the nation. It is not the certain number of pounds 
that the nation exacts by its death duties that pre
viously produced shoes and ships and sealing wax; it 
is the factories and machines that these pounds gaye 
title to. Mter these pounds are taken by the nation, 
the factories and machines pass into other hands arid 
they continue to produo as before. 
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But, it is retorted, these heavy Death Duties 
will take the accumulated purchasing power from 
all other individuals who might possibly have boug~t 
these factories and machines, so that there will be 
none to purchase them, or at least there will be a 
serious economic disturbance. No! for the amount 
of the Death Duties would be conditioned by the 
nationai expenditure, and every increase of the rate 
of Death Duties would have to correspond with 
an equivalent decrease in the rate of .income and 
other taxation, so that from the wealth thus released 
in these other quarters would come the sums to 
replace the monetary representation of capital wealth 
absorbed by the nation through the Death Duties. 1 

There is still another attack that can be made on 
this point. It can be argued that the wealth absorbed 
by income and other present-day taxes is drawn 
from individual incomes; it represents a self
denial on the part of the taxpayer, so that there is 
no diversion of the stream of wealth that builds up 
the capital fund of the nation. Ort the other hand, 
heavy Death Duties would absorb lump sums 
which had previously been considered capital, and 
no corresponding self-denial would be practised by 
the heirs who found their inheritances diminished, 
since they would tend to look upon inherited 

J For II further examination of the fallacioul idea that expenditure 
of Death Duty revenue on non-capital objects by the State necessarily 
encroaches on the national capital. see Fundamental Principles of Taxa
"on. Ch. S. by Sir Josiah Stamp. 
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wealth as a windfall. The Goverhment would use 
this wealth in consumption; no one would be 
induced to practise self-denial, so that the increase 
of the capital ,fund would be checked and possibly 
inroads would be made upon it. 

There is a strong element of truth in this argu
ment, but there is much exaggeration. Possibly the 
capital fund would not be increased as rapidly as it 
is to-day-this would not be an unmixed evil-but 
all increase would not be checked, since the remis
sion of other taxes would relieve industry of a great 
burden, and would also result in saving and' accumu
lation by a great many individuals who to-day find 
themselves unable to do so because of tax burdens. 

Thus over against the dangers of Death Duties, 
there would be compensating benefits. Economic 
degeneration through destruction of the capital fund 
would not occur; instead, the fund would be built 
up-not so rapidly, perhaps, as at present-by the 
small contributions ofa great many people instead 
of by the huge fortunes of relatively few individuals
and surely this wide dissemination of title to the 
capital fund would be a closer approach to social 
justice than our present system. Moreover, so. long 
as the tax demands of the Government are moderate, 
these dangers hardly exist ; they would only become 
imminent when inheritance. tax rates became con
fiscatory. There could be no reasons for making the 
rates co~fiscat6ry unlessJhe Government planhed to 
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enter upon a programme of nationalization as out
lined in the preceding chapters: under these con
ditions the capital fund would be preserved not only 
by individual contributors but to a large extent by 
the Government itself. 

There is, in addition, the important argument 
which has been emphasized again and again in the 
preceding pages, and which with poetical justice is 
borrowed from the most virulent denouncers of 
inheritance taxation. Man, they thunder, has a 
family sense, and if he be deprived of the oppor
tunity of transmitting his wealth by inheritance, he 
will have no incentive to accumulate. But if the 
basis of our heavier rates is the element of progres
sion according to the relative age of the various 
shares of the inheritance, we· harness this family 
sense, and so provide a greater incentive than ever 
for accumulation-surely enough to overbalance 
some of the possible results of heavy inheritance 
taxation noted above. 

To ask present-day Liberal opinion in America and 
England to support the maximum programme as 
outlined in the preceding chapter, would overshoot 
the mark. It was presented as a goal, as an ideal to 
strive for, though it be not immediately attainable. 
But surely the minimum project of this chapter can 
be championed not only by Socialists and the Labour 
Party, but by the left wing groups of the older parties 
in both countries. 
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APPENDIX I 

4 Letter oiM. Emile randerveJde 

I consider it ti propos, as further support for my 
thesis, to publish the following letter of M. Van
dervelde to M .. Theunis, president of the Council of 
Ministers of Belgium, which was published in the 
Bruxelles Peuple on November 2-3, 1921. In it 
the great Belgian leader appeals to all the progres-. 
sive democratic parties to meet the present financial 
situation with its otherwise insoluble problems, in 
which all the ex-belligerent countries find them
selves, by my reform. 

Open Letter to M. Thelln;s 

MY' f>!AR. MINISTER., 

You owe thirty-four billions 1 (francs). 
Your four hundred millions of new taxes .will cer

tainly not suffice to balance the next budget. 
You are too well-informed and have too much 

sense to count on the 20 per cent. economies of M; 
Maurice Despret, or to content yourself like M. Van 
Hoegaerden with saying," The Boches will pay." 

Also, I imagine that you are already looking for .. 
ward to future taxes, an~ to obtain money you would 
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not recoil from extreme measures, even though they 
were tainted with Socialism. 

Among other such ideas, are you acquainted with 
the fiscal theories of the Italian economist Eugenio 
Rignano? 

Rignano is not a Marxist, far from it. He even 
begins by launching a tirade against what he calls 
the mechanistic economic fatalism of Marx. He 
calls himself a Liberal as well as a Socialist, but his 
Liberalism is hardly that of M. Strauss or of M. 
Digneffe. 

You may judge by a passage from his article 
which I am taking the liberty to point out to you. 

" .•• when a social class, hitherto insignificant as 
a social factor, increases in power until it becomes a 
preponderant political element,· this class may; once 
lifted into power or at least sharing in its exercise, 
modify legal privilege~and particularly the right 
of property-through legislativ~ means so as to con
form with its legitimate and clearly understood 
interests, and these modifications,. imposed by it 
upon th~ other classes, can effectively change the 
course of economic development in its favour. 

"Now, this preponderance of the working classes 
as a political factor over all the classes and sub-classes 
of the bourgeoisie grouped together, is an accomplished 
fact or upon the verge of accomplishment, in all 
countries." 

Doubtless, my dear Mini~ter, you will tell me that 
[1,38] 
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these affirmations, these assertions, are ofa political 
character and that they have little interest for you 
as the Belgian Minister of Finance~ 

We shall soon see. 
As to the final goal, the " Liberal Socialist It Rig

nano desires the same as we d~" the gradual 
socialization of private property "(as an impenitent 
Marxist, I would prefer to say " of the means of 
production "). 

But his sugges,tion for the attainment of this 
appears to me to be of real interest from your point 
of view. 

To be more to the point, what Prof. Rignano 
desires is to give the nation the right of co-inheritance 
in all estates of any importance. He ignores the 
principle of graduation as it relates to the size of 
the estate or the degree of relationship. More 
significantly-and herein lies the originality of 
his scheme-he intends to apply the principle of 
graduation to the relative age of the parts of the 
estate. 

Thus, for example, upon that. share of the estate 
resultant from the labour and saving of the owner, 
the nation would levy only the ordinary inheri.tancc 
tax. It would make a. much heavier levy-so per 
cent. for example--on the share which the decedent 
had inherited from his father and which was derived 
from the latter's labour and thrift. It would receive 

. a still larger quota-po~sibly even 100 per cent.--of 
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. all shares which had already undergone two transfers 
of possession. . 

I confine myself to indicating his main idea, and 
am sending you the article itself for closer study. 

It goes without saying that if the system were put 
into complete practice, there could be no question 
of insisting upon the payment of the estate tax in 
specie: , 

"The nation, co-heir to the extent· of 50 per Cent. 
to that portion of the estate having. undergone one 
transfer through inheritance, and to the extent of 
I 00 per cent. to those portions having already been 
subject to two or more transfers of possession, would 
receive its revenue in kind-in lands, in fixed pro
perty, in bonds of the public indebtedness, in cor
porate securities, etc. The bonds of the public 
indebtedness of the nation, the States or the munici
palities, would be cancelled as rapidly as they passed 
into the possession of the nation. This gradual 
amortization of the public indebtedness would free 
the nation, the States and the municipalities little by 
little from the enormous burden of interest payments 
which constitute a leaden weight upon all truly pro
ductive economic activities." 

I have not the slightest doubt, my dear Minister, 
that this 1ast suggestion alone will cause you to 
breathe more easily. 

But I also foresee the objections and the question9 
you will raise. 
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How would the nation administer the heterogene.. 
ous property that would come into its possession ? 

If this reform were effected in only one country, 
what would there be to prevent an emigration of 
those fortunes menaced by these levies ? 

How would the resistance of the property-holding 
castes to this sort of capital levy be overcome ? 

In answer to the first query, I refer you to M. 
Rignano, who has written most significantly on this 
subject. . 

For the second, surely you must perceive that the 
ingenious formula of the Italian economist is applic
able in more moderate doses-more in harmony 
with the present-day inheritance tax rates. 

As for the third, you ought to be well aware that 
the working classes do not expect a general expro
priation of ancestral estates by a Segers-Strauss or 
a Devize-Wauwerman Government. 

But to govern is to foresee. 
The time is perhaps not far distant when the 

Minister of Finance will have to think of something 
more than imposts on business codes and taxes on 
moving pictures and dancing. In fiscal matters as 
in military science, the worst thing an administra
tion can do is to shut its eyes to new formulas and to 
continue passively in old ruts until one day it finds 
itself faced with a hostile parliamentary majority 
intent upon radical action. ~ 

Taxation of unearn~ increments, Government 
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insurance, the development of inheritance taxation 
along new lines-. these are problems which must be 
studied from now on. . 

I know well your open-mindedness and your fore
sight, my dear Minister, and I feel certain that you 
will not neglect these matters. 

~ordiillly yours, 
EMILE VANDERVELDE. 



APPENDIX II 

NEW MEANS FOR THE MORE RAi»ID 
EXTINCTION OF THE BRITISH 
NATIONAL DEBT 1 

GR.EAT BR.ITAIN is perhaps the only great European 
nation that has faced the prob~em of reducing the 
heavy burden of the National Debt left as a sad 
heritage by the war. When the war was over she 
resumed her traditional policy of amortizing the 
debt, which had been suspended during the war. 
And so the National Debt, which on March 3 I, 1920, 
amounted to £.7,856,600,000, on March 31, 1924, 
was reduced to £'7,680,400,000. It appears to be 
reduced by about £.176,000,000; but it has been 
observed that in .reality the reduction in the period 
from 1920 till the present has been more notable, 
taking due account of the increase of the nominal 
value of the debt as the effect of the Conversion Loan 
at 3 i per cent. And the Chancellor of the Ex
chequer, Mr. Snowden, in his speech in the.House 
of Commons on April 29, 1924, calculated the 

. reduction of the internal debt, from December 1919, 
at about £.400,000,000 sterling, and the reduction 
of the total debt, external and internal, at more than 
£.65°,000,000. . 

I By Francisci Gerbino. Fro.! 'The Ecorromic JoUNl4l, June, 19Z5. 
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To the reduction of the debt, as is well known, 

is devoted the national surplus revenue, which 
amounted in 1920-21 to £230,000,000, in 1921;"'22 
to £45,000,000, in 1922-23 to £iOl,ooo,odd, in 
1923-24 to £48,000,000. It may be pointed out, 
also, that there is a tendency in English financial 
policy to devote a diminishing portion of the surplus 
to the reduction of the debt.1 In the financial year 
1922-23 Mr. Baldwin dep,arted from the rule of 
devoting the entire surplus· revenue to this purpose ; 
as he used 36 of the surplus 101 millions for ,the 
reduction of taxes, and only the difference of 65 
millions for the reduction of the debt, and also fixed 
the plan of amortization for 1923-24 at 45 millions. 
And it has been pointed out that if the Chancellor of 
the Exchequer, Mr. Snowden, had accepted fully 
this figure for amortization and devoted to it the 
entire surplus realised, he would not have had any
thing left to use for the reduction of taxation. 

It is maintained by many in England that the 
dedication of the surplus revenue to the extinction 
of the National Debt is a financial canon well applied 
in normal times, but not practicable in times of 
industrial depression, and that it is applicable in its 
entirety when the surplus is from I to IS millions, 
and .not when it passes this limit and reaches 40 or 
100. The entire dedication of surplus revenue to 

1 Surplus goes, of course, automatically to reduce debt in the year. 
The writer confulles this with tax reductions for subsequent yean.
J. C. S. 
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the extinction of the debt is opposed in England by 
the industrial and commercialdasses, who main:
tained that it is a better system to relieve taxation in 
a liberal and measured way, for the purpose of giving 
liberty of movement to business undertakings,· pro
viding for the payment of the debt by the main-. 
tenance of a limited Sinking Fund, which is all that 
can be asked from the nation in so difficult a time as 
the present. 

It is maintained by many, on the other hand, that 
the Sinking Fund system constitutes under present 
con~ditions a remedy quite inadequate to the evil repre
sented by the enormous burden of the public debt. 
On a National Debt of the present dimensions, it is 
observed, a small Sinking Fund exercises practically 
no effect, while a large Sinking Fund would necessarily 
require a large increase in the yearly taxation. And 
besides, even a relatively large Sinking Fund would 
effect a comparatively small relief in the burden of 
the next twenty years. To reduce the interest by five 
millions a year it would be necessary to institute a 
Sinking Fund of a hundred millions a year, which 
would result in an increase, for example, on income 
tax of from five shillings to seven shillings in' the 
pound, without any immediate prospect of bringing 
it back to the present level.1 

Many, therefore, in England have demanded as.a 
1 Cf. H. Dalton, The Capital Lroy Explained, p. 16, London, 19zJ. 

The author means a progressive reduction of five millions a year. 

D.D. [\45] IE 
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much more effectual means of. reducing, if not 
extinguishing, the war debt, a levy 011 capital. The 
capital levy was, it may be said, the electoral platf<?rm 
of the Labour Party in the General Election in 
November 1922, and in the following one, which 
brought this party into power. 

The Labour Party advocated the capital levy for 
the purpose of paying rapidly, by a special effort 
adequate to the present critical circumstances, a 
large proportion of the war de~t, so as to permit of 
a permanent reduction of annual taxation and a 
permanent raising of the level of means of living.1 

But the capital levy has encountered strong oppo
sition in England, and the Labour Party, during the 
time they were in power, could not carry out their new 
scheme of taxation, which was an essential part of 
their programme,' as they had not sufficient Parlia~ 

, mentary strength. So they confined themselves to 
the appointment of a Commission of Inquiry, formed 
by thirteen competent members, to ascertain the state· 
of the public debt and the incidence of the taxation. 
This commission was to fulfil the task of making the 
inquiries necessary for the preparation of the new 
means proposed for the extinction of the war debt. 

In the,meantime, while awaiting the result of the 
labours C!f this Commission, there is still continued in 
England the ordinary system of devoting a part of the 
surplus revenue to the amortization of the debt-a 

1 C/. H. Dalton, The Capital Levy Explained. 

[I4~] 



of the British .National Debt 

system, to tell the truth, the efficacy of which must be 
admitted to be very limited. The amortization of 
6S millions, as in the year 1922-23, or 4S millions as 
fixed for 19 2 3~24, affects the reduction of the amount 
of the debt to the extent ofless than 1 per cent., which 
appears almost nil as regards the reduction of the 
burden of taxation caused by the debt. 

The system of utilising the surplus revenue for the 
reduction of the debt is therefore, by itself, of little 
effect, and does nbt secure .regularitj in the process 
of amortization. l On the Qther hand, it does not 
seem probable that the proposed capital levy will be 
effected soon, as it meets with strong opposition, 
perhaps not unfounded, in England. In such 
circumstances, in order to effect a more rapid reduc
tion of the debt, which is desira~le and indeed 
necessary in order to give freer scope to the national 
finances, and to reduce the heavy burden of taxes, 
while giving -greater impulse to the public expendi
ture devoted to the increase of the general well-being, 
it seems preferable to adopt the system of the Sinking 
Fund increased by a special and adequate fund--a 
system which might supplement that of the surplus 
revenue, which is in itself insufficient and irregwar. 

Highly suited to reach this object would seem to 
1 In England, from 18z9 to 1899. the amortiZation of the National 

Debt was suspended no less than twenty-nine times, and the surplus 
revenue was devoted to the reduction of taxation. Cf. my article I 
"Un nouveau principe d'impot auccessoral pour amortir lea dettes de 
(uerre dan. lee paya ex-belliger:nts .. (in StimUli, July, 19z3). 
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be the proposal of Rignano, applied to fiscal purposes. 
This aims at taxing more substantially, in the succes
sion duties, the part of the inheritance which has 
come to the deceased from another inheritance, than 
the part resulting from h~s own labour and economy ; 
employing for the amortization of the public debt, 
as Rignano proposes, the product of the larger duty 
established with regard to the part of the estate of 
the deceased which has come to him by preceding 
inheritance. 

Rignano's project is known to English reade~s, as 
explained to them by himself, l and it has been taken 
up by several competent writers, such as Stamp, 
Clay, and especially Dalton, who has also proposed 
a modification of it.2 

It will be well, however, to state briefly the con
tents and ends of this project; 

Rignano thinks that inheritance is the main cause 
of maintaining the division of society into the two 
opposite classes of holders of capital and workers 
without the implements indispensable for their work, 
and that this is contrary to nature, because, by placing 
individual8 in initial different conditions in the 
struggle for life, it causes the survival, not of the 

1 See Rigna~o, " A Plea for a Grea~er Economic Democratization," in 
EeOMmic Journal, September, 1919- (Republishecl in this volume as 
Chapter I. of Part I.) 

I See Stamp, W 4altb tmtl 'T tlXtzhl4 Capaeity; Clay, Property and 
Inberitanc4; Dalton, 'Tb4 In4f[Uality of lneome, Principles of Public 
Finance, and 'Tbe C.pital Levy E:xplain~d. 

[148] 



of the British National Debt 

fittest, but of those who are artificially less inured to 
conflict. He therefore considers it necessary to 
limit the rights of property and inheritance in such 
a way as to leave the production of goods and the 
accumulation of new capital to private ente~prise, 
and rather increase the stimulus to economy; but, 
on the other hand, to render possible the gradual 
passing over, through a continual automatic process, 
of certain goods and instruments of production, 
which are more than others adapted to be. managed 
by public bodies, into the property of the State, 
without the need of recurring to violent revolutionary 
expropriation or to the system of indemnities .. 

For this purpose Rignano proposes to use the 
succession duty, applying to the principle of pro
gression on a new basis, that is, according to the 
number oj transmissions, by way of succession or 
donation, which the various portions of the estate 
have undergone before arriving at the deceased. 

Rignano's proposal is that in every case of sue .. 
cession the estate of the deceased should be divided 

/ into three parts : that due to the work and ~avings 
of the deceased, on which the State sho~ld charge 
the present succession duty; that part which has 
already been transmitted, on which the State,. as 
co-heir, would charge a duty of 50 per cent.; and 
finally that part which has been transmitted more 
than once, on which the State, as co-heir, should 
charge 100 per cent. _ . 
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. By this system. Rignano thinks there would be a 

greater stimulus to savihg than on the present 
!!ystem of succession duty, as the heir would be 
encouraged to accumulate by the thought that all 
the sums he saved would go entire to his children 
(save what is due to the State for the ordinary 
succession duty)1 while what he has inherited will be 
half confiscated,' by the State if it has been trans
mitted once, and entirely if more than once. And 
he thinks that this may lead gradually to the actual 
nationalization of capital, in full compatibility with 
the economic regime founded on private property. 

Rignano's proposal has been made the subject of 
numerous criticisms as regards its social aspect, that 
is, as aiming at the substantial modification of the 
rights of property. But, on the other hand, even by 
the severc<st critics it has been acknowledged to be. 
capable of financial application. 

Of this opinion is,' for example, in" Italy, Gini, 
who thinks that if the proposed reform be limited to 
a measure of a financial character, there is no good 
reason, after the first tran&mission, to treat in a 
different manner, according to the number of trans
missioIlS, the property taken gratuitously ; that is, he 
thinks that it should be enough to distinguish in the 
succession duty between the fruits of saving effected 
by the testator and what he has previously inherited~ 1 

Dalton also, like Gini, would like to limit Rig-
1 C1. Gini, in Sciemia,&o\ugust, 19:1.1. 
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nano's scheme to the differentiation· between' estate 
fqrmed by the work and the savings of tp.e deceased, 
and estate inherited by hini.1 . 

Rignano in part agrees with his critics, as he owns 
that the complete fulfilment of his proposal pre
supposes the political preponderance of the prole
tariat, which has not yet been acquired, and he 

. consequently presents, as capable of immediate 
application, what he calls a minimum project-that is, 
a project directed to financial purposes, which ha~ 
not, therefore, the element of confiscation meptioned 
above, and confines itself to the differe~tiation 
between estate inherited by the deceased and that 
formed by his work and saving. Rignano recognizes 
that through this minimum project the complete 
nationalization of all private capital now existing 
could not be soon arrived at, but he thinks that there 

• might be the. beneficial effect of stimulating savings 
more than is done at present, owing to thecombina
tion of the principle of progressiveness in time with 
that of progressiveness acco~ding to the amount of 
the estate. And Rignano proposes that his reform, 

. thus directed to fiscal purposes, should be appl,ied 
especially to the extinction of national debts. 

The minimum project of Rignano, as being a pro
posal of an exclusively financial character, escapes in 
great part the' objections and criticisms put fQr,ward 

1 Cf. Dalton, InefJUality of Income, Par~ IV. Chapter IX., x. i ·and 
Publi' Finan,e, p. 9:1.. 
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by many writers (including myself) against the 
maximum project. It is incontestable. that the 
differentiation between wealth saved by the deceased 
and wealth inherited by him would constitute a 
greater incitement to saving than is the existing 
system of succession duty. Once the soundness of 
the principle of progressiveness in time, from the 
financial point of view, is recognized, and therefore the 
utility of its introduction into the financial systems, 
it will also appear advisable to devote the increased 
duty on the inherited part of estates to the extinction 
of the National Debt. 

And once this principle is introduced into the 
system of British succession duty, the amortization 
of the debt would be notably accelerated, and ~here 
would be an end of the inconveniences presented by 
the slow, irregular and inefficient system of surplus 
revenue when it is adopted by itself; while on the 
other hand the opposite inconveniences of capital 
levy would be avoided. 

The application of the principle iri the system of 
British succession taxing would not meet any very 
great difficulty, as it could easily be introduced into 
the estate duty, in which it would be co-ordinated 
with the principle of progressiveness according to 
the amount of the fortune transmitted by succession. 
At present the estate duty affects the entire inherit
ance before it is divided among the heirs, by a charge 
rising progressively from a tWnimum of I per cent. 
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on fortunes above boo but less than £500, to a 
maximum of .4°' per cent. on fortunes above 
£2,000,000. If it were desired to 'introduce the 
principle proposed by Rignano, the distinction 
suggested might begin with inheritances exceeding 
£5,000. That is to say, the present rates of estate 
duty could be left in force as regards that part of the 
total estate acquired by the work and the economy 
of the deceased, while the remainder, which had 
come to the deceased by a preceding inheritance or 
donation, could be subjected to heavier charges, 
and for this part a more rapidly progressing 
scale might be adopted, distributing the value of 
the inherited estate into a'more limited number of 
groups. The following scale, for example, might 
be adopted:- ' 

Principal value of that part of the total inheritance 
which came to the deceased by preceding 
inheritance or donation. 

.Rate per cent. 

, 
Above 1.5,000 but under l.I5,000 15 

" 15,000 " " 20,000 20 

" 20,000 " " 3 0 ,000 25 

" 3 0 ,000 " " 
60,000 3 0 

" 60,000 " " 90 ,000 35 

" 90 ,000 " " 130 ,000 40 

" 130 ,000 " " 
180,000 45 

" 180,000 " " 250 ,000 50 

" 250,000 " " 4 00,000 55 

" 4 00,000 " " 600,000 60 

" 600,000 " " 1,000,000 65 

" 
1,000,000 75 • 
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It is not easy to determine what this larger duty 
would produce, as it cannotpe known what part of 
the fortunes transmitted by inheritance is a result of 
the labour and economy of the deceased and how 
much is derived fr.om preceding inheritance. It is, 
however, incontestable that by means of these high 
rates a substantial revenue can be obtained, capable 
of effecting a more rapid extinction of the public 
debt. The r~tes proposed (which naturally are only 
given l>y way of suggestion) appear rather high, 
although not arriving at confiscation. But this 
severity-which would not be necessary in order to 
att~in purely and simply the end of differentiating 
between wealth inherited by the deceased and wealth 
created by his labour and economy-becomes .indis
pensable in order to arrive at the rapid extinction of 
the public debt. 

In view of the end aimed at by this larger tax on 
the part of the estate that had been inherited by the 
deceased-that is to say, the extinction of the public 
debt-it would be preferable that the payment 
should be made in kind. In other words, this special 
inheritance tax should be paid by means of public 
debt bonds (valued at a' price somewhat above 
current Stock Exchange' price), which ,should be 
destroyed; or through other securities-shares or 
debentures of industrial companies or other easily 
realisable securities. This principle has, in fact, 
been already in part accepte~ in English legislation : 
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from 19 19 the death duties can be paid in Victory 
Bonds; a bond of /.I 00, which was issued at [,85, 
being accepted at par. 

The payments made of this special succession 
duty upon the part of the total estate which had been 
inherited by the deceased should pass to the National 
Debt Commissioners, and when cash or ch~ques are 
received in payment, the amount of these should be 
invested in the War Loan or other forms of public 
debt, and the bonds destroyed; when payment is 
made in War Loan or other bonds of the public 
debt, these should simply be destroyed. If, on the 
other hand, securities of a different character are paid 
in, the National Debt Commissioners should pre
serve and administer them for the purpose of selling 
them on the best possible terms, then investing the 
proceeds in the purchase of public debt bonds, 
which should be destroyed; and until this sale is 
carried out, they should invest the inter~sts or 
dividends on those private securities in the purchase 
and destruction of public debt bonds. 

These functions of administering the proceeds of 
this special succession duty which should have the I 
exclusive ultimate purpose of destroying public debt 
bonds, should be entrusted, if not to the National 
Debt Commissioners, to the trustee~ who seem· to 
constitute the ·organ already in existence which is 
best adapted to this purpose. 

It would be desirable fiPat this duty should be paid 
[ISS] 
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promptly, for the purpose of accelerating the extinc
tion of the debt. In special cases, however, a brief 
deferment of payment might be permitted, the 
debtors being required to pay intert<st on the 
deferred payments, at a rate higher than that paid 
by the Government on the public debt bonds. 

The proposal, therefore, seems perfectly applic
able in England, where it would not lead to any 
serious practical difficulties : there it would not only 
be opportune at the present moment, when England 
is oppressed by the heavy burden of the National 
Debt, which is insufficiently and almost insensibly 
lightened by the system of the Sinking Fund, aided 
by the ordinary revenue surplus, but it would also 
be a very practical measure. There would be no need 
of creating new financial organisms or of introducing 
,new systems of obtaining the necessary information, 
no need to find new taxable material; all that is 
needed is to introduce into the existing system of 
succession duties the principle of progressiveness in 
time, limited to the differentiation, by means of 
diversity in the rate of charges, between wealth 
inherited and that saved by the deceased. 

Nor should there be serious difficulty in effecting 
the distinction, which should be purely quantitative, 
between the two parts of estates transmitted by 
succession, as it will be sufficient to compare the 
inheritance received by the deceased with that 
transmitted by him at his .-Ieath. The variation in i 
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value which property undergoes in the course of 
time could be duly taken account of by means of a 
system of index-numbers._ 

It cannot be doubted that the application of the 
Rignano project, even within the limits of a financial 
measure in accordance with the concrete suggestions 
I have given above, would bring in a large increase 
on the succession duties, and this would mean an 
increase in the pressure of taxation on the heirs. 
The question should therefore be considered whether 
-as some have objected-the effect of such increase 
would not be a hindrance rather than an incitement 
to saving. 

The preliminary observation may be made that 
the application of this reform, which would have the 
effect of increasing succession duties, would be on 
the line of a tendency to such increase which has 
manifested itself in almost all countries, especially 
Anglo-Saxon countries. A, contrast to this tendency 
is seen in the abolition, recently effected in Italy, of 
family succession duties. It may be noted, however, 
in this connection that this abolition has been con
sidered very questionable even by those who 
advocated moderation in the duties, which had in 
Italy reached the point of confiscation; and that in 
any case the reform has been justified by the proved 
fact that the succession duty in Italy affected almost 
exclusively real estate, while in great measure it did 
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not affect personal wealth, especially securities 
payable to bearer; for which reason it appeared, 
especially sin<;e the repeal of the law making it 
obligatory for . securities to bear a name, an instru
ment of iniquitous taxation. 

In any case, to determine the effects of the pro
posed reform on saving and on increase of production 
in England, it must be remembered that the increased 
taxation would be confined to the portions of estates 
transmitted by succession which had been inherited 
by the deceased, and so far as ,this would bring about 
a more rapid extinction of the National Debt it 
would probably result in the productive investment 
of that wealth which was formerly invested in public 
debt bonds and paid back by the Government to its 
creditors. To be more exact,it should be said that 
if this larger succession duty is paid in public debt 
bonds, there would simply be an adjustment of 
accounts between the Government and the heirs 
possessing bonds ; and there would not be inconse
quence any displacement of wealth productively 
employed. But if this special succession duty is paid 
with money 'already invested productively, there 
would be a transfer of capital from the hands of the 
heirs paying it to those of possessors of public debt 
bonds : the productive investment of certain funds 
formerly effected by the heirs would thenceforth be 
effected by the possessors of the public debt bonds. 
That is to say, there would be a simple displacement .. 
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of the British National Debt • 
of capital, from which, however, might arise dif-
ferences in its productiveness. It has been, in fact, 
observed that success in production depends largely 
on the energy and ability of those who manage the 
business; so that if the increased duty and the 
consequent extinction of the debt tended to transfer 
capital from those -who are capable of investing it in 
the best way to those who are less capable, there 
would be a diminished production and .an obstacle 
to saving. 

As, however, by means of th;s special succession 
duty capital would be taken away at the time when 
the estate of the deceased would pass to the heir, and 
when, therefore, there would cease to be exercised 
the cafacity and ability to which in great measure 
the success of the enterprise was owing, there is no 
special reason to suppose that the ability of the heirs 
who would succeed the deceased in the direction of 
the business wQuldbe greater th~n that of the holders 
of public debt bonds to whom the State would, by 
means of the amortization, transfer the capital 
formerly invested by the deceased, which would now 
in consequence be invested by them. 

These considerations, moreover, regard only the 
capital that had been invested directly by the 
deceased-a case that cannot be called usual in 
modern business, especially in England. It has been 
clearly shown that one of the characteristic pheno
mena exhibited in the economics of the last century 
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is'the separation of the possession of capital from its 
use.1 That is to say, as a rule capital is not invested 
by those to whom it belongs: proprietary right 
tends more and more to confine itself to claiming 
money payment in return for granting the use of 
capital to those who have aptitude for investing it ; 
thence the preponderance, especially in England, 
of St9ck Exchange securities among the various 
forms of property. Business concerns, therefore, 
and especially joint-stock concerns, . maintain their 
own existence independently of the deaths of share
holders; and in consequence of this normal factor 
Of economic life no diminution of productivity need 
be feared from the displacement of wealth· deter
mined by the higher succession duty imposed for 
the extinction of the National Debt. For in sub
stance the whole matter would be reduced to this : 
the State would, by means of the succession duty, 
come into possession of securities and shares formerly 
belonging to certain proprietors who as shareholders 
had no part in the management of the concern, and 
would sen them to other persons who would become 
the new shareholders, and as such would in the same 
way have no part in the management; providing 
by the proceeds of these sales for the payment of 
part of the National Debt. And at the end of this 
process there would probably be a productive 

1 See Clay, Property flM lnberi,fl,tt:e, London, The New Way 
Seriee. 
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investment of wealth by the holders of the public 
debt bonds paid back by the State. 

But for the purpose of determining the effects of 
the proposed reform on savings it has still to be 
remembered that, in consequence of the increased 
succession duty and the corresponding gradual 
extinction of the debt, there is. a displacement or 
altered distribution of the burden of taxation. On 
the one hand there is a serious increase in the tax 
upon that part of inheritances which had been already 
inherited by "the testators; but on the other hand, 
in so far as the amortization determines a gradual 
reduction in the burden of interest, a lightening of 
other taxes is possible-those on incomes an4 on 
commodities. 

It remains to be considered whether income-tax 
is a greater obstacle to saving and the increase of 
production than would be the duty on the part of 
inheritances derived from preceding inheritances. 
If we compare the ordinary succession duties (that 
is, those actually in operation inthe various States, 
which affect equally the different pa~ts of estates 
inherited whatever may be their origin) with the 
taxes on income from the point of view of their 
effect on production, it is maintained by many that 
the former are preferable. It is, in fact, affirmed that 
when the payment of a succession duty is not insured 
against beforehand, an income-tax and a succession 
duty of the ordinary ~e, which produce equally 
,~. [161] 
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proba~ly hinder saving to the same extent. But, on 
the other hand, considering the effects of the 
expectation of having to pay in future, it seems 
probable that saving is more reduced by the prospect 
of having to pay the income-tax year by year than 
by the more remote prospect of the succession duty 
having to be paid at an-,1lncertain date.1 Toconfirm 
this conclusion it is also to be observed that while 
th~ taxation of inheritances hardly disturbs the 
development of the economic activity of productive 
concerns, the taxation of income; by diminishing 
reserves, hinders their ulterior development. 

With regard to the application of the proposal of 
Rignano, however, the charge on s1l:ccessions would 
be much larger than the relief that c~uld be granted 
on income-tax, as a result of the gradual reduction 
of the interest on the public debt. But as' regards 
the pressure of taxation a sound judgment will be 
favourable to the proposed taxation of successions. 
For on the one hand the special heavier taxation on 
wealth already inherited by the deceased,· within 
purely fiscal limits, by determining the higher 
valuation of wealth saved than of that inherited, 
would produce an incitement and not .a hindrance 
to saving; and on the other hand there would be a 
further incitement to saving in' the diminution of 
income-tax and taxes on commodities, which could 
be effected in consequence of the gradual liquidation 

1 See Dalton, Public {!JI/JIIC" p. 90-
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of the debt. Thus the application of the project of 
Rignano to the extinction of the debt would con
stitute a double incitement to save and to increase 
production : first, by the higher valuation of wealth 
saved than of that inherited; and secondly, by 
diminishing the pressure of direct taxation. 

These considerations highly recommend the 
project of Rignano to Great Britain at 'the present 
moment. It would enable ,that great nation to give 
a more decided impulse to the amortization of the 
National Debt. It is incontestably 'superior to the 
Sinking Fund system, helped out by the surplus 
revenue, which is strongly opposed by the classes of 
producers and, consumers, who desire relief from 
fiscal burdens and contend for the benefit of surplus 
revenue ; and it is, on the other hand, more practical 
than the capital levy and presents a smaller sum of 
inconveniences than this, which also is opposed. by 
English public opinion: these circumstances make 
it immediately applicable. 

The National Debt constitutes to-day a very 
heavy burden even for the strong shoulders of Great 
Britain ; and its substantial alleviation, by utilizing 
for fiscal purposes the project 'of Rignano (that is, 
what he calls the minimum project], would ensure a 
progressively increasing advantage to English tax
payers and consumers. G. DE FRANCISCI GER~INO. 

Palmao u";v".';ty. 



INDEX 

ALliN" property of, 61 

BENTIIAM and inheritance, 26. ]6 
Bequest, right of. 19-2 I 
Bernadino, A., 69 

Cu>ITAL, emigratioo of, 95 
Capital Levy, 146, 147 
Capitalist system and reform, ]0 

Carnegie, A .. 15 
Churchill, Randolph, 23 
Clay, Professor, 13, 148, 160 
Code Napoleon, 20 

Consanguinity, graduation by, 24, 37 
Cost of service theory, 26 
Criticisms ofRiguano's_plan, 69 tl stf. 

DALTON, Dr. Roo 18,21, 14-S, 146. 148, 150.162 
Dawes Report, 3 I 
Death Duties in England: 

effects of, 132, 133 
natnre of, 9 tl stf. 

principle of graduation, 22, 127 
reform of, 14. 126 tlltf. 

Debt redemption, 13, If3 tlltf. 
Diffusion of wealth theory, 25 

EINAUDJ. L., 79, 90 
England, property rights in, 18,98 

-lx's] 



IJi\dex 
Estate duty law, outline of, 114 
Evasion. Set Fraud. 

FAIlMLANDB, administration of, 56, 57, IZ2-IZS 

France: 
right of bequest in, 20, 98 
graduation of death dutitiS in, 26 

Fraud ~nd taxation, 6z, 91 

GAVELKIND, 17 
Gerbino, F., 143 11/1'1. 

Gifts, inllr'lli'llol, II, 5z, 114 
Gini, Professor, 81, 85, r So 
Graziani, A., 69, 74 
Griziotti, B., 84, 85. 90, 92-93, 97, 104 
Guyot, Yves, 105, 10611/1'1. 

INCIDENCE of death duties, I 3Z IIUfJ. 

Income tax, relation to death duties, 23, z4, 161 
Inheritance, theory of, IS IIUfJ., 3711/1'1. 

Inland Revenue, Con:unissioners of, 55, t 19 
Intestacy and property, 19 
Italy, right of bequest in, zo 

LEGACY duty, principle of, Z3 
Legitim, 18, ZI 

Life interests, Z7, 114 
Locke's theory of property, 17, (8 

MCCULLOCH, 89 
Maine, and property, 19 
Maitland and property, 19 
Marxian Socialism, 42 IIUfJ., 98 1111'1. 

Mill, J. S., ZZ, 36 
Mondolfo, R., 100. 103 
Money, stability ofva1ue, z7. 81 • 

[166] 



Indc;x 
NATIONALISATION of industries, 33 It u1., 49 tI U1., 59 ,J SI1., 

74-75 . 
and reform of inheritance rights, 97 

National Farm and Labour Loan Association, 56, 57 
National Property Commission, 55, 57 It Jt1., 118, IZ2 

PlEasoN and death duties, 26 
Pigou, Professor, IZ 

Practicability of Rignano plan, 27 
Primogeniture, 17 It S11. 

" Progression in time" principle, 26, 38, 98 
Property: 

theory of, 17 II u1. 

rights, 97 II S19. 

QUEBEC, rights of bequest in, 20 

RAsHDALL on Property, 18 
Regola, R., 83 
Redistribution of wealth, 13, 31 
"Rignano" plan described, 51 II S19. 

Roosevelt, T., 1 S 
Russia, inheritance in, 20 

SAVING, effect of taxation on, '10 It S19' 

and Rignano method, 39, 53,70,86-87,161 
Seligman, Professor, 9, I I, 26 
Senior, S.~ 101 
Sequence of inheritance theory, 26 
Sinking Fund. See Debt. 
Smith, Adam, quoted, 107-8 
Socialisation of wealth, 13 
Socialism advanced by Rigna,no plan, 36 II 1'9' 

Soward, A. W., 2 S 
Special faculty principle, 2 S ' 
Stamp, Sir J., quoted, 24, 132.148 

[167] 



Ipdex 
TAFT,.quoted, IS-
Taxation and saving, 10 It It'!. 

incidence of, 15-16 
Trade union, s,hareholders, 40, 58,78 

UNITED STATEs-rights of bequest, 19 

VANDERVELDI!, C. E., 55, 137 II·se'!. 

WAGNI!R, A., 89 
Willan, quoted, :z 5 

• PRIN'I'aD IN OUAr JlIU'l'AUI' BY THB WBlTSPRIAIlI PRUIi, LTD" 
J.O.DO_ "'liD 'IOJrlBItlOOB. 



CHECKED 
.003-04 



4 

4 
4 

4 
4 
4 

.. 

- -- . 

Are the Death Duties a waste of 
national capital ? 

. Are they against the interests of 
SoCiety'i' . . 

,. , .' . ,-
Is' the present' system the hest 

that can be devised ? 

Is the principle a right one? 

What part could a revision of the 
Duties play in solving our present 
economic tangle 1 
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