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As The federal government provides crucial measures to stabilize and stimulate the economy,
especially in times of economic uncertainty or crisis. Fiscal policy involves government decisions
related to taxation and public spending, which aim to influence economic activity. As of early 2024,
recent fiscal policy actions reflect the government's responses to ongoing economic challenges,
including inflation, employment rates, and economic growth prospects. Understanding these measures

helps grasp how government interventions shape the broader economic landscape.

Recent Fiscal Policy Actions by the US Government

Over the past year, the US government has undertaken several fiscal policy initiatives aimed at
supporting economic recovery, controlling inflation, and addressing structural issues within the
economy. Among these, the most notable recent action involves targeted stimulus measures,

adjustments in government spending, and legislative efforts to reform tax policies.

Legislative Stimulus Packages and Budget Allocations

In response to persistent inflation and economic slowdown, Congress passed a series of legislative

measures designed to support various sectors of the economy:



e Infrastructure Investment and Jobs Act (11JA): Signed into law in late 2022, this act allocates
approximately $1.2 trillion toward infrastructure projects, including transportation, broadband,
clean energy, and water systems. This massive investment aims to create jobs, improve

productivity, and bolster long-term economic growth.

¢ American Rescue Plan Extension: Building upon the initial COVID-19 relief package, recent
extensions and supplemental measures targeted small businesses, healthcare, and

unemployment benefits, providing additional liquidity and support to vulnerable populations.
e Budget Appropriations for Fiscal Year 2024: The government approved a budget that increases

discretionary spending in key areas such as defense, health, and education, while also setting

aside funds for future economic stabilization efforts.

Tax Policy Reforms and Adjustments

Tax policy remains a vital tool for influencing economic activity. Recent actions include:

1. Adjustment of Tax Credits: Extending and expanding child tax credits and earned income tax

credits to reduce poverty and boost consumer spending.

2. Corporate Tax Reforms: Implementing a minimum corporate tax rate on large corporations to
ensure they contribute fairly to public revenues, aiming to fund social programs and

infrastructure projects.

3. Tax Incentives for Clean Energy: Offering tax credits and deductions for renewable energy

investments, aligning fiscal policy with climate goals and fostering green economic growth.



Impacts of Recent Fiscal Policy Actions

The effects of these fiscal measures are multifaceted, influencing various aspects of the economy:

Economic Growth and Job Creation

The infrastructure investments and targeted spending aimed at modernizing the economy are expected
to generate millions of jobs across construction, manufacturing, and technology sectors. The
Congressional Budget Office (CBO) estimates that these measures could add significant GDP growth

in the coming years.

Inflation Control

While increased government spending can sometimes fuel inflation, recent policies have been
calibrated to balance economic stimulus with inflation control measures, including tighter monetary
policies by the Federal Reserve. The focus on green investments and tax reforms also encourages

sustainable growth without overheating the economy.

Addressing Income Inequality

Enhanced social safety nets, expanded tax credits, and targeted support for low-income households

aim to reduce income disparities and promote inclusive growth, which is a central goal of current fiscal

policy.



Challenges and Criticisms of Recent Actions

Despite their intended benéefits, recent fiscal policy measures have faced various criticisms:
* Increasing National Debt: Large-scale spending has raised concerns about the long-term
sustainability of public debt, which could burden future generations.

¢ Inflationary Pressures: Some economists argue that increased government expenditure may

exacerbate inflation, especially when supply chain issues persist.

¢ Political Divisions: Partisan disagreements have slowed down policy implementation and led to

debates over tax increases and spending priorities.

Future Directions of US Fiscal Policy

Looking ahead, the US government is likely to continue refining its fiscal strategy to promote economic

stability and growth:

Potential Policy Areas

1. Tax Reform: Further discussions on corporate and individual tax reforms to ensure fair revenue

generation and reduce inequality.

2. Debt Management: Implementing measures to control deficits and manage public debt levels



effectively.

3. Green Economy Initiatives: Expanding incentives for renewable energy projects and climate

resilience investments.

Role of Fiscal Policy in Economic Resilience

Effective fiscal policy will be vital in building resilience against future shocks, such as global economic
downturns or unexpected crises. Strategic investments and prudent fiscal management can help

sustain growth, maintain employment, and ensure fiscal sustainability.

Conclusion

The most recent fiscal policy actions by the US government reflect a strategic effort to balance
economic growth, inflation control, and social equity. From substantial infrastructure investments to
targeted tax reforms, these measures demonstrate how fiscal policy serves as a powerful tool for
shaping the nation's economic future. While challenges remain, ongoing legislative efforts and policy
adjustments aim to foster a resilient, inclusive, and sustainable economy for all Americans. Staying
informed about these actions helps citizens and businesses understand the broader economic

environment and prepares them to adapt to ongoing changes.

Frequently Asked Questions

What is the most recent fiscal policy action taken by the US



government regarding infrastructure investment?

The US government recently enacted the Infrastructure Investment and Jobs Act, allocating significant
funding towards transportation, broadband, and clean energy projects to stimulate economic growth

and modernize infrastructure.

Has the US government implemented any recent fiscal measures to

address inflation?

Yes, the US government has introduced fiscal policies such as reducing certain subsidies and
adjusting tax incentives to help curb inflationary pressures, alongside coordinated monetary policy

actions by the Federal Reserve.

Can you provide an example of a recent fiscal policy aimed at
supporting small businesses in the US?

In 2023, the US government extended the Small Business Relief Grant Program, providing additional

funds and tax credits to assist small businesses affected by economic disruptions.

What recent fiscal policy action has the US Department of Treasury
taken to manage the national debt?

The Treasury Department recently issued new government bonds and managed debt refinancing

efforts to stabilize the national debt levels and ensure funding for ongoing government operations.

Is there a recent example of the US government implementing fiscal
policy to promote renewable energy development?

Yes, the US government increased tax credits and allocated federal funds through the Inflation

Reduction Act to incentivize renewable energy projects and reduce reliance on fossil fuels.



Additional Resources

Recent Fiscal Policy Action by the U.S. Government Agency: The Inflation Reduction Act of 2022

Introduction

Fiscal policy plays a pivotal role in shaping a nation's economic landscape, especially in times of
economic recovery, inflationary pressures, or structural reforms. The United States, as one of the
world's largest economies, frequently employs fiscal measures to address various economic
challenges. One of the most significant recent actions in this regard is the passing of the Inflation
Reduction Act (IRA) of 2022. This comprehensive legislation, enacted by the U.S. government, aims to

curb inflation, promote clean energy, and reform healthcare, marking a substantial shift in federal fiscal

policy.

Background: Context Leading to the Inflation Reduction Act

Before delving into the details of the IRA, it is important to understand the economic context that

precipitated this legislative action.

- Inflation Surge (2021-2022): Post-pandemic economic recovery saw inflation rates soaring to levels
not seen in decades. By mid-2022, inflation had reached approximately 8-9% annually, affecting

consumer purchasing power and increasing costs across sectors.

- Policy Challenges: The Federal Reserve responded with aggressive interest rate hikes, but fiscal
measures were needed to complement monetary policy efforts. The Biden administration aimed to
implement legislative solutions to address the root causes of inflation, particularly in energy,

healthcare, and supply chains.



- Political Environment: The legislation was also a strategic move to garner support for broader

economic and climate initiatives, aligning fiscal policy with long-term sustainability goals.

Overview of the Inflation Reduction Act of 2022

Enacted in August 2022, the Inflation Reduction Act (IRA) is a landmark piece of legislation, with a

focus on:

- Reducing inflation

- Investing in clean energy and climate resilience
- Reforming healthcare costs

- Ensuring tax compliance and revenue generation

The total estimated cost of the IRA is approximately $430 billion, making it one of the most ambitious

fiscal policy actions in recent U.S. history.

Key Provisions of the Inflation Reduction Act

The IRA encompasses several core areas, each with specific fiscal measures designed to meet

targeted economic outcomes.

1. Climate and Energy Investments

A significant portion of the legislation is dedicated to combating climate change through substantial

investments in renewable energy and energy efficiency.

- Tax Credits for Clean Energy: Introduction of extended and enhanced tax credits, such as:



- Investment Tax Credit (ITC): For solar, wind, and other renewable projects, increased to 30-40%
depending on project specifics.

- Production Tax Credit (PTC): For wind and other energy sources, with similar enhancements.

- Electric Vehicle (EV) Tax Credits: Up to $7,500 for new EVs and $4,000 for used EVs, with stricter

domestic manufacturing requirements to qualify.

- Manufacturing Incentives: Grants and subsidies aimed at boosting domestic production of clean

energy equipment, batteries, and critical minerals.

- Energy Efficiency: Funds allocated to retrofit buildings, promote energy-efficient appliances, and

support community solar projects.

- Estimated Fiscal Impact: These measures are projected to reduce carbon emissions by roughly 40%

by 2030 and create millions of jobs in green industries.

2. Healthcare Cost Reforms

Healthcare costs have been a persistent concern, and the IRA introduces measures to make

healthcare more affordable and reduce federal expenditure.

- Medicare Drug Price Negotiation: Allow Medicare to negotiate prices for certain high-cost drugs,

expected to save the federal government approximately $100 billion over a decade.

- Caps on Out-of-Pocket Spending: Limiting annual out-of-pocket costs for Medicare beneficiaries to

$2,000.

- Extension of ACA Subsidies: Maintaining enhanced subsidies for Affordable Care Act marketplace

plans through 2025, reducing premiums for millions of Americans.

- Funding for Community Health Initiatives: Increased funding for local health programs to improve

access and reduce long-term healthcare costs.



3. Taxation and Revenue Measures

To fund the initiatives, the IRA includes several tax reforms aimed at increasing federal revenue and

ensuring fair tax compliance.

- Corporate Minimum Tax: Imposing a 15% minimum tax on large corporations with profits exceeding

$1 billion, targeting companies that previously paid little or no federal income tax.

- Stock Buyback Tax: A 1% excise tax on stock repurchases by corporations, discouraging excessive

buybacks that inflate stock prices without benefiting workers or consumers.

- Enhanced IRS Enforcement: Allocating $80 billion over ten years to improve IRS tax collection

efforts, especially targeting high-income earners and large corporations to reduce tax evasion.

- Green Energy Tax Credits Funding: Ensuring that the tax incentives for clean energy are fiscally

sustainable and properly monitored.

Deep Dive into Fiscal Implications

The IRA's broad scope has significant fiscal implications, both immediate and long-term.

Short-term Fiscal Impact

- Budget Deficit: The legislation is projected to reduce the deficit by approximately $300 billion over ten

years due to increased tax revenues and healthcare savings.

- Stimulus Effect: While aimed at reducing inflation, the investments in clean energy and healthcare

could also stimulate economic activity, creating jobs and boosting consumer confidence.



- Implementation Costs: Administrative and regulatory costs associated with the new programs require

careful budgeting and oversight.

Long-term Fiscal Impact

- Climate Savings: By mitigating climate change effects, the legislation could prevent future costs

related to natural disasters, health issues, and infrastructure damages.

- Healthcare Cost Reduction: Lower drug prices and improved health outcomes are expected to

decrease federal healthcare spending.

- Revenue Generation: Higher tax compliance and increased corporate tax revenues are projected to

partially offset the costs of the programs.

Challenges and Criticisms

Despite its ambitious scope, the IRA faces several challenges and criticisms:

- Implementation Hurdles: Ensuring effective deployment of funds, preventing fraud, and maintaining

transparency require robust administrative mechanisms.

- Political Opposition: Some lawmakers and interest groups oppose certain tax measures or

environmental provisions, risking delays or modifications.

- Economic Uncertainty: Global supply chain disruptions, geopolitical conflicts, and inflationary

pressures could affect the anticipated benefits.

- Effectiveness in Inflation Control: Skeptics question whether these fiscal measures will sufficiently

curb inflation, especially in the short term, given other macroeconomic factors.



Expected Outcomes and Significance

The IRA represents a paradigm shift in U.S. fiscal policy, emphasizing sustainability, healthcare

affordability, and revenue fairness. Its expected outcomes include:

- Environmental Benefits: Significant reductions in greenhouse gas emissions, advancement toward

climate goals.

- Economic Growth: Job creation in renewable energy, manufacturing, and healthcare sectors.

- Fiscal Responsibility: Efforts to reduce the deficit through targeted tax reforms and enforcement.

- Social Equity: Enhanced access to healthcare and clean energy for underserved communities.

The legislation also sets a precedent for integrating climate policy with fiscal measures, illustrating a

comprehensive approach to economic reform.

Conclusion

The Inflation Reduction Act of 2022 stands as a landmark recent fiscal policy action by the U.S.
government, reflecting a multifaceted strategy to address inflation, climate change, healthcare costs,
and fiscal fairness. By leveraging targeted investments, tax reforms, and enforcement measures, it

aims to foster sustainable economic growth, reduce long-term costs, and promote social equity.

While challenges remain in implementation and political consensus, the IRA's comprehensive approach
signifies a critical evolution in U.S. fiscal policy, aligning economic objectives with the urgent need for

environmental sustainability and social well-being. As the legislation unfolds over the coming years, its



true impact will become clearer, potentially shaping the trajectory of U.S. economic policy for decades

to come.
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