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“What Should We Learn from the Theory of
Public Finance by R. A. Musgrave”

Akira UCHIYAMA

Abstract

The formulation of three functions of modern public finance, allocation, redistrbution and
stabilization in modern public finance originated with Professor R. A. Musgrave. His theory
has been in a dominant position in public finance since the 1960s. However it was incomplete
and was criticized as being insufficient and inaccurate by Marxian economists.

To improve upon the theory by Musgrave, we propose a new theory based upon the
formulation of five functions, unifying two additional concepts - the sustainability of global
environment and the financial support to the state institutions including military, police and
bureaucracy.

In addition, the essence of modern public finance was considered. We argue that the
promotion of capital accumulation, the independent activity of state itself and the desire for
the unification to one nation are three major factors that determine the direction of the public
finance and the tax system. The essence exists in the antagonism and harmonization between
those three factors. This generalization enables the new systematization of modern public
finance. Moreover it will give the principle to analyze issues of public spending and taxation,
and to help policy making. The effectiveness should be verified with case studies.

Key words: Three Functions, Environment, State Institution, Capital accumulation, Inde-

pendence of State, Unification of the nation, Antagonism
Professor of Economics

Faculty of Economics

Ritsumeikan University

(215)



