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By

Dear Professor Wenchun Zhang:

We received your email and were pleased to learn that our text has been widely used
in your country, and that it is still highly regarded. Much has passed since it was
written, now three decades ago. After I retired from Harvard, we moved to California
in 1980 where my wife accepted a professorship at the University of California, Santa
Cruz. | have continued my interest in the field, but now at age 94 , I am no longer an
active participant in the current debate. That, of course, is inevitable as time moves
on and changes occur. However, | have regretted to see a profound shift in the way in
which the fiscal system is viewed -- from my generation's perception of its
constructive and positive role as a necessary supplement to the market, to its now
fashionable image as an interference that should be minimized. In short, | have not
changed my basic views on the importance of public goods, an equitable as well as
efficient tax system, and the positive macro role of fiscal policy in stability and
growth.

There is, of course, one obvious difference between "public economics™ and "public
finance". Whereas the latter deals with the fiscal instruments of public policy only,
the former includes all instruments such as trade policy, anti-trust policy, many forms
of regulation, and so forth. Since many problems may be addressed by using a
number of instruments, a sharp distinction cannot be drawn. At the same time, there
also remains a case for combining bundles of fiscal instruments which, after all, are
linked by a shared budget policy.

With our best wishes for a successful visit to the U.S., and greetings from my wife
and myself.

Sincerely,

Richard A. Musgrave



