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Topline Updates

• Numerous sectors of society have been hit hard by the COVID-19 crisis and dealing 

with each one in the coming months will amount to a massive undertaking between 

the federal government and other stakeholders. No challenge will be greater than 

the looming crisis in funding for state and local governments. Today’s “Deeper Dive” 

focuses on the challenges facing state and local governments.

• Negotiations continue – mostly likely through the weekend – to craft a compromise to 

replenish the Small Business Administration’s PPP program. Leaders expressed hope 

that a compromise could be reached by early next week.

• All HBS COVID-19 Federal Response Updates can be found by clicking here.

Coronavirus Case Update1

1 As of 2:30 PM, April 17, 2020; https://coronavirus.jhu.edu/map.html

Total Cases 
4.16.20

Total Cases 
4.17.20

Change from  
Last Update

Total 
Recovered

Total 
Deaths

Global 2,127,873 2,204,511 + 76,638 560,980 149,378

United States 629,264 679,374 + 50,110 54,703 28,998
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A Deeper Dive —  
State & Local Governments Face Unprecedented Financial Challenges

Numerous sectors of society have been hit hard by the COVID-19 crisis and dealing with each one in the coming 

months will amount to a massive undertaking between the federal government and other stakeholders. No 

challenge will be greater than the looming crisis in funding for state and local governments. As the federal 

government begins discussing measures that shift from triage to a more recovery focused posture, how to 

assist local and state governments will require bi-partisan conversations with bold and innovative solutions. 

In the interim emergency supplemental appropriations that we have discussed this week, GOP leaders have 

wanted to focus solely on replenishing the funding for the Paycheck Protection Program; however, while 

Democrats were open to more funding (with conditions) for the PPP, they are also pushing for an additional 

$250 billion in aid to states, localities and hospitals, doubling the amount provided in last month’s huge 

relief bill.

The COVID-19 crisis will affect almost every meaningful source of state revenue in different ways and at 

different times over the coming months. For instance, recessions result in sharp decreases in income tax 

collections as workers are laid off or see their incomes reduced. With nearly 22 million people suddenly out 

of work, there is tremendous concern over significant declines in income tax revenues. But it doesn’t stop 

there – with mortgage defaults, delayed receipt of income and property taxes due to the extended filing 

deadline, and decreased spending – a reduction of sales tax revenues – there is every reason to believe that 

every source of income for states will show sharp declines this year.

All of this of course comes at a time of unprecedented financial burden on states and local governments 

as they attempt to address the COVID-19 crisis. Local elected officials are working on the front lines of the 

emergency response.

Municipal governments are responding daily to the crisis with our first responders (fire, EMS, and police), 

coordinating regionally with one another across jurisdictional lines, enacting difficult and fiscally challenging 

emergency measures to slow the coronavirus epidemic, passing ordinances to limit the worst economic 

outcomes for residents and small businesses on the margins, and spending such sums as necessary to 

protect public health and the economy in this extraordinary time.

County governments are responsible for emergency operations centers, human services, jail management, 

911 services, coroners, and medical examiners. Counties also operate nearly 1,000 public hospitals, 1,900 local 

public health departments, more than 800 long-term care facilities and 750 behavioral health departments. 

Additionally, the National Conference of State Legislatures (NCSL) projects revenue losses could be between 

15-20% in almost every single state. Cumulatively, that could lead to a shortfall, in FY 21 alone, of between 

$300 billion-$400 billion dollars of funding states use for transportation, education, public safety, health 

care, economic development, human services, elections, parks and more.

All local governments, regardless of population, urgently need direct federal funding to help us continue to 

fight COVID-19 and protect our residents through the summer and beyond.  The federal CARES Act passed 
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last month includes $150 billion in direct aid to states and cities, with some caveats. Local governments with 

populations above 500,000 people get the money directly. Those that are smaller can only receive funds 

that are funneled through their state – who as noted above, are facing their own fiscal challenges.

The amount of the package, and the final rules for access to the funds will be worked out in Congress. The 

next interim package being debated in Congress now – if Democrats succeed in their efforts – will include 

additional resources for states and cities with an additional $150 billion.

Congress will have to sort through the actual need and make a determination of how much to fund these 

programs based on confused messages from states and local governments on the actual need. For instance, 

the National League of Cities (NLC), the National Association of Counties (NACo), and the United States 

Conference of Mayors (USCM), support efforts to include $250 billion in robust, dedicated, and flexible 

funding for all local governments in any interim emergency coronavirus package currently being negotiated. 

On the other hand, the National Conference of State Legislatures (NCSL) has advocated for at least $300 

billion in direct, flexible relief funding to states, while the National Governor’s Association (NGA) has asked 

Congress to consider appropriating an additional $500 billion for all states and territories to meet the states’ 

budgetary shortfalls that have resulted from this unprecedented public health crisis as “separate from much-

needed fiscal stabilization for local governments.”

Phase 3.5 Talks Continue Today

Talks continued today on crafting a compromise on an Interim Emergency Funding measure in the Senate. 

The Senate returns for a pro forma session on Monday and the Administration has vowed to work with 

legislators to craft a package over the weekend. Senate Democratic Leader Chuck Schumer stated that “I 

don’t see any reason we can’t come to an agreement soon,” raising hope that reports of productive talks 

will generate a package that can be passed by unanimous consent on Monday.

CBO: March coronavirus relief package to cost $1.8 trillion

The massive COVID-19 aid bill signed into law March 27 was billed as a $2.3 trillion package; however, the 

Congressional Budget Office said Thursday in what they’re calling a preliminary estimate, that the legislation 

is actually expected to cost $1.8 trillion.

That law provided direct payments to household; expanded jobless benefits, loans, grants and tax cuts to 

small businesses, airlines and other hard-hit sectors; and aid to state and local governments, hospitals and 

more. The estimated cost is less than initially anticipated because some of the money is in the form of loan 

guarantees, the report said.
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Important COVID-19 Related Links

• For information on the Department of Education’s CARES Act’s Higher Education Emergency Relief 

Fund, please visit: https://www2.ed.gov/about/offices/list/ope/caresact.html

• For Department of Treasury resources on COVID-19 and Small Business’ Assistance programs, please 

visit: https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses

• For Department of Treasury resources on the Coronavirus Relief Fund for payments to State, Local, 

and Tribal governments navigating the impact of the COVID-19 outbreak, please visit: https://home.

treasury.gov/policy-issues/cares/state-and-local-governments

• For information on the Small Business Administration’s Paycheck Protection Program, click here.

• For information on Unemployment Insurance Program Letter (UIPL) 16-20 providing guidance to 

states for implementation of the Pandemic Unemployment Assistance (PUA) program, click here.

• For more information on UIPLs or previous guidance, please visit: https://wdr.doleta.gov/directives/.

• For Department of Labor resources on COVID-19, please visit: https://www.dol.gov/coronavirus.

• For Department of Agriculture resources on COVID-19, please visit: https://www.usda.gov/coronavirus

• For Department of Homeland Security resources on COVID-19, please visit: https://www.dhs.gov/

coronavirus

• For U.S. Immigration and Customs Enforcement resources on COVID-19, please visit: https://www.

ice.gov/coronavirus

• For Department of State resources on COVID-19, please visit: https://www.state.gov/coronavirus/

• For United States Agency for International Development resources on COVID-19, please visit: https://

www.usaid.gov/coronavirus

• For more information about COVID-19 from the Centers for Disease Control and Prevention (CDC), 

please visit: https://www.cdc.gov/coronavirus/2019-ncov/index.html.

• For more information about COVID-19 from the National Institutes of Health (NIH), please visit: 

https://www.nih.gov/health-information/coronavirus

• For information on the U.S. Election Assistance Commission’s 2020 HAVA Coronavirus Aid, Relief 

and Economic Security (CARES) Act Grants, please visit: https://www.eac.gov/payments-and-

grants/2020-cares-act-grants
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