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The British philosopher and mathematician Bertrand Russell wrote, “Change is one
thing, progress is another.” In this Tenth edition, we continue to make substantive
changes that reflect progress made in the field of public finance. Yet we have been
careful to stay focused on the central mission of the book, which is to explain as
clearly as possible how the tools of economics can be used to analyze government
expenditure and tax policies.

The field of public finance is constantly developing. New applications of experi-
mental and quasi-experimental techniques measure the impact of public policies, and
new insights provided by economic theory into the roles of government spending
and taxation.

This book incorporates recent developments and along the way takes its readers
to the frontiers of current research and policy. While the information presented is
cutting edge and reflects the work of economists currently active in the field, our
approach makes it accessible to undergraduates whose only prior exposure to eco-
nomics is at the introductory level.

Each chapter of this Tenth edition has something new. Rather than provide a long
list of changes, we will instead highlight some of the key innovations.

NEW WORLDS TO EXPLORE

Changes to Tax Law

On January 1, 2013, Congress passed the American Taxpayer Relief Act of 2012.
Although most of the public discussion of this contentious piece of legislation
focused on the increase in tax rates on high-income taxpayers, the law also embodied
significant changes in the taxation of capital gains and dividends, the estate tax, and

the Alternative Minimum Tax. Chapters 17 and 19 have been updated to reflect these
changes.

Taxation of Multinational Corporations

As the pace of globalization accelerates, the question of how to tax multinational
corporations becomes a more pressing policy question. In particular, there has been
a vigorous debate about how the United States should tax corporate profits earned
abroad by domestic firms. The chapter on corporation tax (Chapter 19) now includes
an expanded discussion of this issue, with an evaluation of two alternative systems:
global taxation and territorial taxation of corporate profits.

Health Care

In 2010, President Obama signed into law the Affordable Care Act (ACA), which
significantly overhauled the government’s role in the health care market. The chapter
on government and the market for health care (Chapter 10) now includes a discussion

of the ACA, with a particular focus on the mandate that everyone purchase health
insurance.



Federal Debt

Recent years have seen a considerable increase in the size of US government debt as
a proportion of the Gross Domestic Product. This has raised the question of
whether high levels of debt can lead to a fiscal crisis.

Improved Graphical Analysis

Recent years have seen a considerable increase in federal government spending.
Understanding the scope of government activity is therefore becoming ever more
important. New graphics in Chapter 1 provide a succinct and convenient overview.

All of the changes in this Tenth edition were made to further our goal of providing
students with a clear and coherent view of the role of government spending and taxation.
Our years of policy experience have convinced us that modern public finance provides
a practical and invaluable framework for thinking about policy issues. In this textbook,
we have tried to do just what we did when we worked in Washington—to emphasize
the links between sound economics and the analysis of real-world policy problems.

Harvey 8. Rosen and Ted Gayer

UP-TO-DATE TOOLS
AND SUPPLEMENTS
Animated PowerPoint Slides

Thoroughly updated and comprehensive PowerPoint presentations, prepared by Donna
Anderson of University of Wisconsin La Crosse, feature animated graphs and figures to
help clarify difficult concepts for students.

Test Bank

Public Finance has been known for its strong, rigorous test bank questions, and the
Tenth edition continues this tradition. The test bank has been expertly updated to
reflect the cutting-edge changes in the text. New questions in every chapter provide
additional opportunities to test student knowledge.

Instructor’s Manual

Revised by Tori Knight of Carson-Newmann University, the instructor’s manual provides
a number of instructor resources along with detailed solutions to the end-of-chapter
questions.

vii
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Preface

Online Learning Center www.mhhe.com/rosen10e

In the Online Learning Center, students can access PowerPoint slides, and interesting
Web links, while instructors can also access the password-protected ancillaries to access
downloadable versions of the instructor resources.

CourseSmart

CourseSmart is a new way for faculty to find and review eTextbooks. It’s also a
great option for students who are interested in accessing their course materials digi-
tally. CourseSmart offers thousands of the most commonly adopted textbooks across
hundreds of courses from a wide variety of higher education publishers. It is the
only place for faculty to review and compare the full text of a textbook online. At
CourseSmart, students can save up to 50 percent off the cost of a print book, reduce
their impact on the environment, and gain access to powerful Web tools for learning
including full text search, notes and highlighting, and e-mail tools for sharing notes
between classmates. Complete tech support is also available for each title.

Finding your eBook is easy. Visit www CourseSmaricom and search by title,
author, or ISBN.
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