
Fiscal Policy  413 

Distributive policy
moves benefits to meet the needs 
of citizens but does so without 
targeting any one group as the 
source of money.

Regulatory policy
attempts to limit or control 
the actions of individuals or 
corporations.

Fiscal policy
how government seeks to influence 
the economy through taxing and 
spending.

Subsidy
incentive designed to encourage the 
production or purchase of certain 
goods to stimulate or support some 
businesses.

money) from one group to another in an attempt to equalize society by taxing people 
with higher incomes to provide benefits to people with fewer resources. Distributive 
policy is similar except that it attempts to meet the needs of citizens without targeting 
any one group as the source of money. As a result, distributive policies are easier to 
implement because their costs are widely dispersed, and such policies face less opposi-
tion since no group is identified as the source of funds. Regulatory policy attempts 
to limit or control the actions of individuals or corporations. For example, businesses 
may face fines or other penalties as a disincentive for polluting or causing other socially 
undesirable outcomes. Thus, policy is at the heart of politics as the government resolves 
the question of who gets what from government.

Sources of State Revenue: Taxes

aybe the most obvious way of looking at who gets what from government 
is examining the money that Texas takes from its citizens (taxes) and puts 
into various programs (spending). While the intentions and effectiveness 

of the different policies the state spends money on will be discussed in Chapters 14 and 
15, we need to first look at fiscal policy, which is how government seeks to influence 
the economy through taxing and spending, and subsidies. Fiscal policy includes poli-
cies intended to shape the health of the economy overall, as well as policies the state 
uses to encourage specific businesses and discourage others.
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  Figure 13.1  	 The Policymaking Process

Source: Christine Barbour and Gerald C. Wright, Keeping the Republic, 4th brief ed. (Washington, D.C.: CQ Press, 
2011), 475.


