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Topline Updates

• Earlier this week, President Trump’s touted numerous ideas for more pandemic 

relief—especially his insistence on a payroll tax holiday. Most of these issues 

were non-starters in Congress. Key lawmakers and the President stand farther 

apart on their visions of the next package than ever before. As a matter of 

fact, as the week unfolded, the two sides cannot even agree on broad strokes 

for another giant aid package, and possibly even whether a fourth piece of 

legislation is necessary in the coming weeks. Today’s “Deeper Dive” examines 

the state of negotiations between key lawmakers and identifies priorities by 

each party at the negotiating table. 

• The Trump administration has rejected detailed guidelines from health experts 

to help schools, restaurants, churches and other establishments safely reopen, 

saying they are too prescriptive, according to several administration officials.

• The Labor Department released a report indicating that the U.S. economy lost 

a staggering 20.5 million jobs in April as the unemployment rate surged to 

14.7% in April. The total number of unemployment claims now tops 33 million. 

• For complete update on Coronavirus case numbers globally and in the United 

States, please visit https://coronavirus.jhu.edu/map.html

• All HBS COVID-19 Federal Response Updates can be found by clicking here.
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A DEEPER DIVE: Pressing Pause on the Next 
Federal Stimulus Package
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A Deeper Dive – Pressing “Pause” on the Next Federal Stimulus Package 

This past week, the U.S. Senate was in session. The House was originally supposed to return this week; 

however, due to health concerns, House leadership decided not to return to Washington. While originally 

expected to come back to town next week, Speaker Pelosi has not made any official announcements about 

House schedule next week.

Meanwhile, after a week of legislative business in the Senate, the coronavirus pandemic, which has killed 

nearly 76,000 Americans, is causing havoc for the nation’s airlines and troubles for many U.S. Senators trying 

to get home for the weekend. Air travel has all but come to a halt and flights have been canceled en masse. 

Yesterday, the Transportation Safety Administration (TSA) screened 190,863 airline passengers. On the same 

day last year, 2,555,342 passed through TSA checkpoints.

Earlier this week, President Trump’s touted numerous ideas for more pandemic relief—especially his insistence 

on a payroll tax holiday. Most of these issues were non-starters in Congress. Key lawmakers and the President 

stand farther apart on their visions of the next package than ever before. As a matter of fact, as the week 

unfolded, the two sides cannot even agree on broad strokes for another giant aid package, and possibly 

even whether a fourth piece of legislation is necessary in the coming weeks.

This morning, the Labor Department released a report indicating that the U.S. economy lost a staggering 

20.5 million jobs in April as the unemployment rate surged to 14.7% in April. Democrats, emboldened by 

the news and the call to act, are pushing for a vote as soon as next week on another massive coronavirus-

response bill that would include more money for state and local governments, coronavirus testing and the 

U.S. Postal Service. However, the Administration decided to hit the pause button this afternoon on any further 
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negotiations as they reviewed the daunting economic news and await the potentially positive impact state 

re-openings may have on the economy. The White House stated that talks with Congress are on hold for 

the rest of the month.

Conflicting Priorities

Despite the “pause,” a host of proposals stand ready for the negotiating table when the White House and 

Congress decide to resume talks. 

A major question remains whether a next package will focus on attempting to preserve pre-crisis status quo 

for businesses and workers, or rebuilding for the recovery. In addition, as we reported in a past COVID-19 

Update, U.S. states and cities have been hard hit by the crisis and have cut their payrolls steeply as the broad 

shutdown of the economy decimated tax collections, threatening to push them into the worst fiscal crisis 

in decades.

The number of state and local government jobs fell by 981,000 to 18.9 million in April, according to U.S. 

Bureau of Labor Statistics data. The drop, while small compared with the nearly 20 million private sector 

jobs lost last month, is significant because governments didn’t start laying off employees until well after the 

onset of the last recession.

The pandemic-related shutdowns are leaving local governments nationwide facing ballooning deficits as 

surging unemployment dashes income-tax collections and the closure of businesses hammers sales taxes, 

another major revenue source. With schools shut, the vast majority of the lost public sector jobs were in 

education and they’re likely to be reversed when children return. But local governments also cut about 

332,000 jobs outside of school systems. States eliminated 4,300 outside of that sector.

Because of this, House Democrats continue to support a massive relief component in the next stimulus bill 

that focuses on state and local governments. 

Some Republicans, including Senate Finance Committee Chairman Chuck Grassley (R-Iowa), have urged a 

broader wait-and-see approach toward more aid until they understand more about which programs from 

the previous packages work. Not all of the Federal Reserve’s massive lending facilities have kicked in yet, 

and industries only recently received clarification from the IRS on the employee retention tax credit. 

Republican members of the House Ways and Means Committee are tinkering with a proposal to shift some 

of the temporary $600 increase in unemployment benefits provided by the relief law known as the CARES 

Act (Public Law 116-136) toward an incentive for people to return to work, likely to be timed over the summer.

There is also some discussion of additional tax breaks for businesses to mitigate costs associated with 

protecting employees and customers, and an expansion of the research and development credit. But even 

if fully fleshed out, those ideas will require buy in from the White House or Democrats.

Despite these initiatives, House Democratic leaders say they will push forward with their own relief priorities 

next week, but that legislation will be just an opening bid in bicameral negotiations. 
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Democrats have expressed openness to another round of direct economic impact payments for individuals, 

with some growing support for a version of the program for small businesses after mounting frustration with 

the Paycheck Protection Program (PPP) and other small business aid initiatives created by the CARES Act.

House Democrats have also expressed a desire to expand the earned income and child tax credits, though 

extending federally subsidized unemployment insurance increases and food assistance appear to be more 

pressing priorities.

A recent IRS decision not to allow deductions for utilities, rent, and other normally deductible expenses the 

Paycheck Protection Program loans subsidize could provide ground for agreement on at least one provision 

of a future bill. On Wednesday a bipartisan group of lawmakers introduced legislation to undo recent IRS 

guidance and allow businesses to deduct expenses that they were required to pay under PPP, the original 

congressional intent.

Business groups and lobbyists also hope to add more targeted benefits to specific industries, including a 

holiday on alcohol excise taxes, an extension of the number of years businesses can count previous losses 

against the taxes they owe in the near future, and adjustment of international rules put in place by the 2017 

tax law to let multinationals use those so-called carrybacks to the fullest extent possible.

Other Proposals Being Considered

Student Loan Debt

Tax Changes Proposed in the Next COVID-19 Bill

Tax Provision Bill Support Proposal

Earned Income 

Tax Credit and 

Child Tax Credit

H.R. 3300 3 Democrats

Allows childless filers ages 19-65 to claim the EITC 

instead of 25-64; increase maximum childless 

credit to $1,464 (as of 2019); makes CTC fully 

refundable and increase it for children under 4.

Small Business 

Loans
S. 3612

4 GOP  

3 Democrats

Make expenses paid by businesses with 

forgiven PPP loans deductible.

Paid Leave H.R. 6643 97 Democrats 12 GOP

Expand employer credit for pandemic-

related paid leave programs under PL 116-

127 to state and local governments

R&D Credit
H.R. 6713/ 

S. 3593

H.R. 6713:  

1 GOP - 1 Democrat

S. 3593:  

3 GOP - 3 Democrats

Allow firms with as much as $20 million in gross 

receipts to use the credit over eight years, instead 

of thresholds of $5 million and five years.
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A group of Democrats in the House are urging the Speaker and GOP Leader Kevin McCarthy to include 

a universal, one-time, student loan debt cancellation of at least $30,000 per borrower in the next round 

of COVID-19 relief legislation. The group is being led by Democratic Representatives Ilhan Omar, Ayanna 

Pressley and Alma Adams. 

Other House Democrats are looking to provide more funds for Covid-19 testing and surveillance to aid 

efforts to restart the U.S. economy. Chairman Frank Pallone Jr. (D-N.J.), chairman of the House Energy and 

Commerce Committee, said during a rare teleconference briefing with lawmakers the House does “intend 

to do more” in terms of funding for testing and contact tracing programs. 

Automatic Stabilizers

Yesterday, Speaker Nancy Pelosi endorsed an idea that many Democratic lawmakers have been pushing: 

to use so-called automatic stabilizers to keep critical coronavirus relief programs running without Congress 

having to repeatedly re-up funding. Automatic stabilizers are a mechanism for keeping government 

assistance flowing by tying relief programs to economic or timing triggers. The New Democrat Coalition, 

a group of more moderate House Democrats, has been pushing leadership for months now to include 

automatic stabilizers in economic relief legislation.

Health Defense Fund

As the federal cost of the COVID-19 pandemic approaches $3 trillion, lawmakers are mulling the idea of 

creating a new mandatory spending account for disease outbreaks and other emergencies. Oklahoma Rep. 

Tom Cole, R-Okla., the top Republican on the House Labor-HHS-Education Appropriations Subcommittee, 

said he was interested in setting up a “health defense” fund that would operate like the Pentagon’s Overseas 

Contingency Operations account. That means the funding would be exempt from discretionary spending 

caps imposed by Congress. “I think it’s a very good idea,” Cole said, adding he has discussed a similar idea 

with Subcommittee Chairwoman Rosa DeLauro, D-Conn.

Former Centers for Disease Control and Prevention Director Tom Frieden proposed the fund during a 

subcommittee hearing Wednesday on the federal response to the pandemic.

Frieden, now president and CEO of the health care organization Resolve to Save Lives, said such a fund 

would ensure that the United States would be better prepared for viral or biological events without crippling 

other parts of the budget.

Direct Financial Assistance to Americans

Two former Democratic presidential hopefuls and a Senate colleague have an aggressive new proposal to 

expand direct financial assistance to Americans during the coronavirus pandemic. U.S. Senators Kamala 

Harris, Bernie Sanders, and Edward J. Markey joined together in drafting legislation that would provide 

$2,000 per month to all Americans, including children and others of those claimed as dependents.
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Sanders, an independent and two-time presidential candidate who caucuses with the Democrats, said in an 

advance statement that the economic crisis brought on by coronavirus-related closures will require far more 

than the one-time $1,200 checks provided to many Americans already.

A Summary of Conflicting Priorities

As we wrap up our review of the week, it is clear that the first Democratic draft of the next COVID-19 bill will 

be as large – or larger – than the CARES Act. 

A Summary of Conflicting Priorities

White 
House

• Prefer a wait and see approach on current aid and re-opening of states.

• Liability protection for small business to reopen.

• Tax relief such as a payroll tax cut and delaying the sunset on expensing beyond 2023. 

• Extending the Highway Trust Fund for an additional 10 years and adding the Water Resources 

Development Act (WRDA) to that package (possible package could cost $800 billion to $1 trillion. 

• Broadband Internet deployment.

Senate

• Prefer a wait and see approach on current aid and re-opening of states.

• PPP recharge

• Liability protection

• State and Local funding (targeted)

• Greater oversight of the stimulus programs in motion.

House

• State and local funding

• Additional unemployment insurance (UI) funding

• Expanded SNAP benefits

• Billions more for CDBGs, k-12 education, tribal and rural.

• Mass transit

• Mental health grants

• Additional small business money through PPP and other SBA programs, as well as policy changes to PPP

• More money for hospitals, contact tracing and testing

• Funding for vote by mail for elections

• OSHA protections for workers

• FMLA expansion

• Postal bailout

• Retention tax credit

• Multiemployer pension plans

• Evictions and foreclosures language that extend eviction and foreclosure bans

• Ban negative credit reporting.

• Student loan help

• $100B emergency rental assistance fund

• $75B homeowner assistance fund

• National testing plan—supply chain improvements

• Preparation for treatments and vaccines

• Broadband expansion—and funding for devices

• Price gouging enforcement.

• No shut offs—gas, electric, water, etc
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We have no indication that the House will be in Session next week, but expect to see a potential draft of the 

House Democratic package sometime during the next 7-10 days. Despite the long list of proposals mentioned 

above, we believe that items like increased state and local funding; further individual support, such as more 

individual/family checks and unemployment support; and additional support for small businesses will be the 

core of any proposal that succeeds to gain support in the Senate. 

Other items will certainly be in the first draft, but will have a difficult time passing in the Senate or gaining 

Administration support. Even if a draft is released next week, it appears that the White House’s announcement 

today will effectively shut down further negotiations for the rest of the month. 

The bottom-line: more stimulus or recovery legislation will be enacted by Congress; however, the size and 

scope of the final package – along with the timing of consideration of the proposal – is no longer assured.

House Coronavirus Subcommittee Update 

This week, House Minority Leader Kevin McCarthy announced his picks for the House select committee on 

the coronavirus, despite consistently voicing his reservations about the need for the panel. The California 

Republican has repeatedly said oversight components of the relief package are enough and the select 

committee is a partisan tool for Democrats to attack President Donald Trump. Minority Whip Steve Scalise 

will lead the Republican contingent as its ranking member. He will be flanked by Reps. Jim Jordan of Ohio, 

Blaine Luetkemeyer of Missouri, Jackie Walorski of Indiana and Mark E. Green of Tennessee. Pelosi named 

her choices in late April. Majority Whip James E. Clyburn, who will chair the panel, will be joined by Maxine 

Waters of California, Carolyn B. Maloney of New York, Nydia M. Velazquez of New York, Bill Foster of Illinois, 

Jamie Raskin of Maryland and Andy Kim of New Jersey.
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Important COVID-19 Related Links

• For information on the Federal Reserve Board’s Main Street Lending Facility, please visit: https://

www.federalreserve.gov/newsevents/pressreleases/monetary20200430a.htm

• 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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https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program-ppp
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=4628
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https://www.usda.gov/coronavirus
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