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The Center for Economic Renewal, Growth, and Excellence (CRECE, for its Spanish acronym) and
Intelligent Economics have parthered to bring you the The Road to Prosperity Newsletter. This
periodic publication offers concise yet comprehensive economic analyses, providing insights for
informed policy decisions that advance free entrepreneurship and economic freedom in Puerto Rico.

From industry overviews to policy impacts, each

issue is crafted to be an essential source of

information with a primary emphasis on Puerto Rico’s recovery efforts post-Maria and post-COVID,
complemented by insights into U.S. and global trends.

US government spending is
costing citizens

The US government is rapidly increasing
spending and adding approximately $1
trillion to its debt every 100 days. On January
4, 2024, the U.S. government debt surpassed
$34 trillion compared to $33 trillion on
September 15, 2023 and $32 trillion on June
15, 2023.

In the past three decades emergency
spending has incurred nearly $2 trillion in
accumulated interest costs. The United States
faces a deteriorating fiscal outlook, with
projected net interest costs surpassing the
defense budget this year and public debt
exceeding World War Il levels by 2028.

Given the historical trend of deficit-driven
emergency spending, it's imperative to adopt
a fiscally responsible approach and offset
new expenditures. While Puerto Rico has
received over $60 billion in the past decade,
the impact in the overall economy can be
seen in higher interest rates and inflation.

How does excessive government spending affect
the economy and the average citizen? First, it
tends to crowd out private investment. When the
government borrows funds from the private
sector to finance its expenditures, it reduces the
amount of capital available for private
businesses and individuals, leading to higher
interest rates and lower levels of private
investment, which can hinder economic growth.
Second, increased government spending
typically leads to a higher tax burden. Because
government expenditures are financed by taxes,
when government spending increases, the toll
on paying for the increase is on the citizens, who
have to pay taxes to cover the increase in
spending.

This type of continuous spending by printing
money, including for emergencies, is based on
the reallocation of needed resources. But unlike
the private sector, which allocates resources
based on consumer preferences and market
signals, government spending is often driven by
political considerations, leading to inefficient
allocation and wasteful spending on projects
that may not yield significant societal benefits.
Citizens can demand for more responsible
spending by advocating for sound policy that is
backed by economic analysis.












