Spending Subsidies 101

How Are Politicians and Bureaucrats Spending Your Tax Dollars?

Each year, Americans send their tax money to Washington to fund the federal government. This money pays for
things like the military, highways, and our judicial system. What many Americans don’t know is that politicians and
bureaucrats also divert tax dollars to their favorite interest groups. When this happens, it is called cronyism. When
it happens in the form of a cash payment, bailout, loan, or loan guarantee, it falls into the category of a “spending
subsidy.” Spending subsidies are one of the most clear-cut ways government gives handouts to politically powerful
people and businesses.

Why are spending subsidies harmful?
In addition to the inherent unfairness of taking taxpayer money and doling it out to only a favored few, these policies hurt consumers and workers. Rather than rewarding businesses for serving customers with better products or
services at lower prices, subsidies often serve political goals. As a result, subsidized businesses gain an unwarranted
competitive advantage and non-subsidized businesses are excluded from opportunities to grow and hire new workers. Also, subsidies erode incentives for businesses to meet the demands of the economy, causing them to focus on
lobbying and glad-handing instead of innovating.
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