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EFFECTIVE ECONOMIC STIMULUS PACKAGE MUST BE  
TIMELY, TARGETED, AND TEMPORARY 

The current weakness in the U.S. economy requires a rapid response that targets aid to those who will be hardest hit by a 

recession. Assistance should reach all working households because they are most likely to immediately put any assistance back 

into the economy by spending to support their families. This can be accomplished by rebate checks, increased Food Stamp aid, 

or extension of unemployment insurance, as well as fiscal relief for state governments. Well-designed one-time measures would 

raise current deficits, but not affect the long-term federal budget outlook. President Bush and congressional leaders are 

considering various strategies for combatting the growing weakness in the U.S. economy. At the top of their list are rebates for 

workers, expansion of safety net programs, and tax incentives for businesses. An effective fiscal stimulus is one that is timely, 

targeted, and temporary. 

 
Timely 
Fiscal stimulus needs to be delivered as soon as possible to forestall any further economic weakness. Plans must focus on 
quickly getting money into the hands of families who need help.   

Targeted 
Assistance should be delivered to those who are most likely to immediately put aid back into the economy by spending to 
support their families. The President’s proposal to temporarily eliminate the 10-percent income tax bracket would not help the 
many families who earn too little to qualify for an income tax rebate, even though they pay large amounts of payroll taxes. 
Families of four with incomes under $41,000 would receive either a partial rebate or none at all under the plan. Instead, all 
working families should receive the full amount, through a rebate that is “fully refundable,” even if it exceeds a family’s income 
tax payment. 

An increase in Food Stamp benefits would be the most effective option for increasing economic activity.  Extending 
unemployment benefits to support workers’ families while they search for new jobs also efficiently boosts economic growth. 
State governments, which would face shrinking revenue that might force cuts in state services or aid to public schools or 
universities, should also be targeted for assistance. Business tax incentives have only modest effects on the economy and are not 
the best choice for a fiscal stimulus. 

Temporary 
Any stimulus package, by expanding spending in the economy, must necessarily increase the federal deficit. But by using only 
one-time, temporary measures, a good package would not affect future budgets. The pay-as-you-go discipline, which is 
necessary for long-term financial health, is inappropriate for an emergency measure.  

For further details: 
To Provide Effective Stimulus, Rebates Need to Reach Lower-Income Households, http://www.cbpp.org/1-22-08tax.htm. 

Food Stamps and Unemployment Benefits Get the Highest Ratings, http://www.cbpp.org/1-22-08bud.htm. 

Administration Stimulus Plan Fails Tests for Achieving Most Effective Stimulus, http://www.cbpp.org/1-18-08tax-stmt.htm. 

Strategy for Economic Rebound, http://www.epi.org/content.cfm/bp210. 
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