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Introduction

Consensus among scholars has never been attained concerning the
appropriate definition of the subject matter of Public Finance.
International as well as intranational differences of opinion on the
proper limits of the field have existed for many years. Scholarship
on the European continent has, by and large, approached the discip-
line in terms of the institution under scrutiny, the fiscal system. In
the English-speaking world, Public Finance has been more limited
in that it has been confined within the methods and procedures of
traditional economic analysis. As a result of this orientation,
English and American works have, until quite recently, tended to
concentrate attention on the impact of the fiscal system on the
private market economy. Decisions made by governments have
been assumed to be exogenous to the private economic calculus of
individuals and firms.

This is not to suggest that English-language scholars have been
uninterested in the choice of that set of legislative enactments con-
stituting what may be called “the fiscal system” of a political entity.
The study of the effects of alternative tax schemes on private behavior
assumes a purpose only in the potential assistance to individuals
confronted with some freedom of choice among the alternatives con-
sidered. But implicit in this traditional approach has been the assump-
tion that criteria for judging alternative systems, or portions thereof,
are to be located independently of the fiscal decision itself.

There is a rather subtle difference between this approach, which
has, broadly speaking, characterized English-language work, and
that which looks on the fiscal system as the means through which
individuals make decisions concerning the appropriate amount of
resources to be devoted to public rather than to private uses. The
difference is sufficient to explain, at least in part, the relative neglect
of the expenditure side and, perhaps more importantly, the failure
of scholars in this country to devote much attention to the fiscal
decision-making process as such.

Recent developments represent a belated recognition of this
doctrinal gap. Inspired by a wider knowledge of the European tradi-
tion in the field and marrying this tradition to an extension of modern
welfare economics, scholars are now paying increasing attention to
the collective decision-making process. Because of these recent '
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INTRODUCTION

developments, Public Finance seems to be on the threshold of be-
coming one of the most stimulating fields of inquiry in all of the social
sciences. At such a stage of ferment, any conference set of papers
that genuinely represents work in the whole disciplinary field should
include widely heterogeneous individual contributions in terms of
method, scope, and level of abstraction. The papers included in
this volume seem to qualify fully under this norm.

Few of the papers in this volume discuss what might be called
“orthodox” topics in Public Finance. At least three of the papers
introduce material that might appear to some readers to be more
appropriate in modern political science. Two others deal almost
exclusively with budgetary and administrative problems. Yet another
seems to be welfare economics in disguise. And, finally, one paper
seems to introduce elements of location economics into Public
Finance. The point to be emphasized is that all of the papers are
devoted to separate aspects of the larger problem of collective
decision-making. It is, I think, worth observing that not a single
paper is either explicitly or primarily devoted to an examination of
individual behavior in response to government fiscal action. Instead,
the focus is, in almost all cases, on individual behavior in making
decisions which constitute fiscal action.

This is, in my opinion, an important sign of progress. For the
first time, the empirical-analytical skills of the American economist
are being brought to bear on an increasingly important form of
human behavior. And, in so doing, the economist is recognizing that
he must disregard to a large extent the traditional boundaries among
the separate disciplines. There is much to be gained from a continua-
tion, even an acceleration, of such efforts. And, if the conference at
which these papers were discussed has served its purpose, work of this
general description will become increasingly stimulating to the re-
search scholar.

The fiscal expert, the practical man who is called on to design
improvements in legislation, who must provide advice and counsel to
the legislator seeking guidance as to modifications in the existing
fiscal structure, may quite properly object to the abstract nature of
much of the modern work. For rarely has there existed a wider gap
between theory and practice than that between the normative theory
of the optimal budget and the way in which budgets are actually
made. The practitioner, who is constantly under pressure, is appro-
priately impatient at the seemingly irrelevant attempts of the welfare

xii



INTRODUCTION

economists to develop the models of an ideally neutral fiscal system.
Such impatience may be tempered somewhat when it is recognized
that the optimality theorists are working over rather new ground.
An extension of the conventional welfare analysis to its limits in
respect to the public sector of the economy can only be viewed as a
healthy development. Only when the analysis is pushed so far can its
inherent shortcomings as well as its possible usefulness be revealed.

The broad and uncharted area between the day-to-day problems
facing the legislative adviser and the rarified problems discussed by
the optimality theorist seems to offer the greatest opportunity for
genuine contributions in Public Finance. We need to know much
more than we do know about the way in which individuals of a
political system organize and finally make collective decisions. The
extension of conventional rationality norms to governmental decisions
may or may not lead to “improvements.” It is in moving in the direc-
tion of problems such as these that several of the papers in this volume
deserve special mention. These papers embody the recognition that
the institutions of collective decision-making are the appropriate
variables to be examined in any attempt to “improve” the decision-
making process itself. Substantial agreement on criteria for “improve-
ments” in the process represents a plausible objective. Agreement on
criteria for objectively measurable “‘improvements” in the results of
political action, apart from the process by which decisions are made,
seems not only to be impossible but undesirable.

The Program and Planning Committee for the conference at which
the papers in this volume were discussed included the following
members:

L. L. Ecker-Racz

Walter Heller

Charles E. Lindblom

Roland N. McKean

Richard A. Musgrave
Lawrence Seltzer

James M. Buchanan, Chairman
C. Harry Kahn, Secretary

The views and interests of this committee were perhaps as hetero-
geneous as are the papers included in this volume. It seems a real
measure of success to be able to report that genuine consensus was
reached on all issues involved in the planning of the conference and
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INTRODUCTION

the publication of these papers. Especial thanks of the committee
must go to Harry Kahn for his patient work as Secretary of the
Committee. Mr. Kahn’s generous allotment of time to the many tasks
of reviewing and assembling this volume has made it possible to
bring out the conference report in considerably less months than has:
hitherto been possible for this series. _
JaMEs M. BUCHANAN

Charlottesville, Virginia
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