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KEY TAKEAWAYS
Congress must focus on containing the
coronavirus through targeted, temporary
measures that keep workers attached
to employers and avert widespread
business failures.
Stimulus spending on unrelated projects would do nothing to reduce the
virus’s spread and will likely impede an
economic recovery.

While the American people fight the
pandemic, Congress should resist further
policy mistakes and fix problems introduced in the hastily drafted CARES Act.

S

weeping mitigation measures necessary to contain the spread of COVID-19 (a disease caused
by a novel coronavirus) are in effect throughout the United States, with most economic activity
deemed nonessential by state and local officials shut
down to enforce social distancing requirements. At the
same time, approximately half of the U.S. population
is under an order to stay at home or shelter in place.
The economic ramifications of this extraordinary
pandemic response are a direct result of the public
health threat. Lawmakers must stay focused on pandemic containment. This includes offering targeted,
timely, and temporary measures that keep workers
attached to their employers and avert widespread
business failures to enable the economy to rebound
once the pandemic subsides.
The CARES Act (Public Law 116-136), signed it into
law by President Donald Trump on Friday, March
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27, 2020, is problematic in several ways outlined in a previous Heritage
Foundation paper.1 The law requires several fixes to ensure that it provides
targeted, timely, and temporary relief without undermining the goal of supporting continued employment and without inadvertently prolonging an
economic recession.
Stimulus spending with the aim of creating jobs, increasing consumption,
or building new infrastructure that is not directly addressing public health
threats from COVID-19 is misguided, as well as fraught with opportunities for abuse and special-interest handouts, and will impede an economic
rebound rather than help it. Congress should fix problems introduced in
the hastily drafted CARES Act, not introduce poorly targeted stimulus
measures that will confuse public communication, undermine pandemic
mitigation, and distort an eventual economic rebound.

Economic Consequences of the Coronavirus Pandemic
The economic shock of COVID-19 is the result of public fear of contracting or spreading the virus and government-ordered closures of large sectors
of the economy to enforce social distancing requirements and contain the
spread of the disease. Unlike the financial crisis of 2008, these temporary
closures, lost wages, and declines in economic activity did not originate in
the financial sector and spread to affect the rest of the economy.2 Rather, as
COVID-19 has spread throughout parts of the United States, the temporary
economic decline is a direct result of mitigation efforts to contain a pandemic public health threat. With various quarantine measures in place, the
economy has essentially been mothballed and should be ready to pick up
where it left off when the pandemic has been effectively contained as long as
temporary measures are effective at keeping critical business infrastructure
afloat and pre-crisis policy distortions are mitigated: in other words, without allowing the viral contagion to turn into a broader economic contagion.
In February, employers expanded payrolls by 273,000, the unemployment rate ticked down to 3.5 percent, and average year-over-year wage
growth was 3 percent—all signs of an economy continuing to expand.3 The
coronavirus recession will likely expose existing weaknesses across the
economy, many of which persist from before the 2008 financial collapse
and were made worse with hasty and heavy-handed regulatory regimes.
Dodd–Frank, for example, expanded the failed regulatory approach that
helped to create the 2008 crisis, and it further relied on the federal government to plan, protect, and prop up the financial system.4 Given the sustained
pre-coronavirus economic expansion, many observers agree with former
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Federal Reserve Chairman Ben Bernanke that “[t]his is a very different
animal from the Great Depression. It’s much closer to a major snowstorm
or a natural disaster.”5
At the end of March, weekly unemployment claims jumped from close to
historic lows of around 200,000 to nearly 3.3 million—the worst week ever
recorded.6 Many economists and analysts predict precipitous drops in gross
domestic product (GDP) while extraordinary pandemic mitigation efforts
continue. For example, JPMorgan economists predict that first-quarter
growth will be negative 10 percent followed by negative 25 percent in the
second quarter.7 Even if the economy were to get back to normal in a series
of weeks (rather than months), it is still very likely that GDP will contract
by several percentage points.8

Government Response and Relief Efforts
In response, federal and state governments have taken exceptional
actions in an attempt to provide relief to affected businesses and individuals
and to support extraordinary public health efforts.
First, Congress appropriated $8.3 billion through the Coronavirus Preparedness and Response Supplemental Appropriations Act to address the
needs of public health officials for additional resources and to expand the
availability of small-business disaster loan assistance. Shortly thereafter,
the President declared a coronavirus disease-related national emergency,
which made approximately $50 billion in federal financial assistance
available for states, localities, and territories. Next, Congress adopted the
Families First Coronavirus Response Act, which provides tax relief for
paid leave as well as additional resources for social programs, increasing
federal spending and reducing federal revenue by well over $100 billion.
Most recently, Congress passed the $2.3 trillion Coronavirus Aid, Relief,
and Economic Security (CARES) Act.9 These measures need time to take
effect and work their way through the economy.
The Federal Reserve has taken a number of significant actions to
keep debt markets functioning,10 and state governors have embarked on
wide-ranging programs to slow infections and facilitate a rapid health-care
response. These actions, while problematic in many important ways, have
bought public officials time to increase testing, slow the spread of COVID-19,
and establish reasonable protocols to reopen the economy.
Following a sudden and steep decline, the recovery still has the potential
to be strong, assuming that government policy succeeds in containing the
spread of COVID-19 and avoids unnecessary economic distortions.
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Good Public Health Policy Is Good Economic Policy
Once shelter-in-place orders are lifted and healthy people can reasonably
go back to work, Congress must step back and allow the private sector to
lead the recovery. Stemming the spread of COVID-19 is the most important
thing Washington can do to help the economic situation. General economic
stimulus spending on infrastructure or on any other unrelated issues might
very likely impede an economic recovery.
The more than $2 trillion of federal aid in the CARES Act will not
create new wealth or serve as a net “stimulus” to the economy. Neither
would a more general phase-four package of federal spending. Evidence
from the 2008 recovery bills shows that in the best case, federal rescue
programs had no effect on—and may actually have crowded out—private
activity.11 Temporary spending increases also tend to shift resources
within the subsidized industry rather than resulting in a permanent
expansion in the number of firms or jobs.12 Even if new spending could
help in the short run, governments are not well suited to getting new
programs up and running quickly. Policymakers looking for quick ways
to spend money should remember when President Barack Obama concluded that “there’s no such thing as shovel-ready projects.”13 For both
practical and theoretical reasons, the results of demand-side stimulus
are typically disappointing.
The CARES Act will hopefully succeed at reducing the material harm
from a deep government-imposed recession, but policy errors in the
legislation will slow the recovery. Congress can mitigate some of the
most negative effects of the CARES Act by fixing crucial shortcomings
through targeted stand-alone reforms that correct errors introduced
during hasty drafting and passage that fail to meet the goals of being targeted, timely, and temporary and focused on maintaining employment
and business continuity.
Congress must also allow the existing programs time to reach the businesses and people whom they are targeting for support to be able to assess
the sufficiency of the response thus far. Additional spending is not warranted at this point. An additional stimulus package would be misguided, as
well as fraught with opportunities for abuse and special-interest handouts,
and might impede an economic rebound.
Moreover, government officials should remain consistent in their communications to the public about developments with the novel coronavirus
response in the United States and not confuse the American people with
mixed messaging concerning an economic stimulus while extraordinary
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public health efforts that actively depress economic activity remain in effect.
Public adherence to enhanced hygiene procedures, social distancing, and
reduced economic and social activity relies on a common understanding of
the threats that COVID-19 poses and how current measures are mitigating
those threats.

Fixing the CARES Act
For Congress to engage in premature negotiations to “stimulate” the
economy would only add confusion and could hamper the effectiveness
of public health efforts if individuals get the wrong impression about
exactly which stage of the coronavirus response is in effect. Consistency
across communications among federal and state officials matters a great
deal in achieving public compliance with coronavirus threat mitigation.
Public officials should stay focused on pandemic control. To this end,
Congress should:
ll

Fix the unemployment insurance windfall. Perhaps the greatest
failing of the CARES Act is the additional $600 per week federal
unemployment insurance benefit, which makes it possible for a
majority of Americans to make more money by becoming unemployed than by remaining employed. The “Federal Pandemic
Unemployment Compensation” created by the CARES Act vastly
expands the group of individuals eligible to receive unemployment
insurance benefits. Some of the expansion is helpful, such as including part-time and self-employed workers as well as parents caring
for children at home (and who are not eligible for paid sick or family
leave because they work for a large employer excluded from paid
leave provisions in the Families First Coronavirus Response Act),
but eligibility for individuals who quit their jobs as a direct result of
COVID-19 is too expansive.
Section 2102 allows certain employees to receive unemployment
benefits if the individual is “unable to reach the place of employment
because the individual has been advised by a health care provider to
self-quarantine due to concerns related to COVID–19” or “unable to
reach the place of employment because of a quarantine imposed as
a direct result of the COVID–19 public health emergency” or if “the
individual has to quit his or her job as a direct result of COVID–19.”
This is of particular concern because the CARES Act also provides
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an extra $600 per week in unemployment insurance benefits
through July 31 and extends regular benefit eligibility through the
end of 2020.
For many workers, these new unemployment benefits will replace
more than 100 percent of their pre-crisis wages—some workers could
even earn more in four months of unemployment than they earn in an
entire year of employment—creating a strong incentive to leave their
employers. This incentive directly counteracts the goal of new tax
credits and grants designed to keep people attached to their employers
through the crisis.14 Some workers may be reluctant to stay at work
or return to work even if the employer is offering work or paid leave.
If they do not return within the loan forgiveness eight-week window
specified by the Paycheck Protection Program for small-business
forgivable loans, the employer will see its loan forgiveness ratio
substantially affected. There will also undoubtedly be employers
that make paid leave payments after receiving a small-business loan
(since the cost will be forgiven and effectively paid by the federal
government) to employees that are also receiving unemployment
compensation under the relaxed rules. It is not clear how these double
payments will be reconciled or prevented.
Already, workers are walking out of their jobs, and employers are
laying off workers that they otherwise might have been able to retain
(including through the small-business Payroll Protection Program
included in the CARES Act) because it is in all parties’ short-term
interests to do so. If Congress does not fix this provision, it is possible
that unemployment could be twice as high as it otherwise would have
been, the downturn will inevitably turn into a deeper recession, and
the economy will not spring back into action once the temporary
health crisis subsides.
Congress should fix this potential catastrophe by capping the $600
added federal benefit so that workers do not receive more than 100
percent of their previous earnings for becoming unemployed. If
quick distribution of benefits prevents administrators from enforcing a cap immediately, workers’ future checks could be adjusted over
the following weeks to bring benefits within 100 percent of previous earnings.
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Alternatively, Congress could maintain the additional $600 per week
provision and give state governors the authority to cap the benefit at
100 percent of workers’ previous wages to minimize the harm to their
state economies and budgets from excessive unemployment and a lack
of workers to bring production back online.
ll

Tighten eligibility for the Paycheck Protection Program. The
CARES Act provides for up to $349 billion in small-business lending
and up to $500 billion in lending to larger businesses, states, and
municipalities.15 The small-business lending program, known as the
Paycheck Protection Program,16 dramatically increases the scope of
the Section 7(a) Small Business Administration (SBA) lending program.17 Banks and other financial institutions administer this program
and receive fees for doing so.
The CARES Act increases the size of the Section 7(a) loan program by
a factor of 10,18 and the loans will not be underwritten based on creditworthiness. In most cases, small businesses will be able to obtain loans
by dealing with their regular banks. In general, any business, 501(c)(3)
tax-exempt organization, or veterans organization with 500 or fewer
employees will be eligible for the small-business loans.19 The federal
guarantee percentage is increased to 100 percent.20 Neither personal
guarantees by business owners nor collateral are required.21 The loans
have an interest rate of 1 percent and a term of two years; initial payments
are deferred six months.22 In general, subject to a $10 million cap, loans
can be for up to two months of average monthly payroll costs from the
year preceding the loan plus an additional 25 percent of that amount.23
To the extent that the loan is used to pay for wages,24 paid leave, health
or retirement benefits, rent, interest on an existing mortgage, or
utilities during the eight-week period after a business takes out the
loan, it will be forgiven.25 The cost of employer payroll taxes will not
be forgiven.26 Importantly, the amount forgiven will be reduced if the
number of employees in the eight weeks following the loan is less than
in previous years.27 If the employee count has declined, the forgiveness
amount is reduced by multiplying it by the ratio of (a) full-time-equivalent employees per month during the eight weeks following the
loan to (b) the average number of full-time-equivalent employees
per month employed by the business during the period beginning on
February 15, 2019, and ending on June 30, 2019 (or, at the business’s
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election, January 1, 2020, and ending on February 29, 2020).28 Thus,
generally, a business that laid off 60 percent of its workforce (or if
they quit) and did not rehire them immediately after receiving the
loan would be eligible for forgiveness of only 40 percent of its loan.
The forgiven amounts will not be treated as income from discharge of
indebtedness.29
In the current context, some government support of businesses is
appropriate because government has prohibited many businesses
from operating and has either encouraged or mandated that their
employees and customers stay at home. In principle, however, there
should be a closer connection between loan amounts forgiven and a
direct adverse economic impact due to the coronavirus epidemic other
than a self-certification “that the uncertainty of current economic
conditions makes necessary the loan request to support the ongoing
operations” of the company.
Under the small-business lending program as written, both small
business that suffered massive disruption and those that saw minimal disruption will be eligible for the loans and loan forgiveness.
Congress made the not unreasonable determination that time was of
the essence and that underwriting criteria would slow the process of
getting money to businesses that desperately need it. It is not, however, clear that the forgiveness criteria should be so lax. Requiring, for
example, that a business’s gross revenues have dropped by a specified
percentage to be eligible for loan forgiveness or that forgiveness be
based on a sliding scale of declines in either gross receipts or earnings
would be fair and would limit program costs.
ll

Provide clarification for employers as to who counts as an
employee. To help clarify who is an employee, Congress should specify that the “common law” test of employment applies to the definition
of employee for the purposes of counting employees under the CARES
Act. This test bases employment distinctions on how much control
an employer exerts over a worker. A uniform determination of who is
and who is not an employee is important, both for purposes of establishing eligibility for “small business” funds under the 500-employee
threshold and also to prevent double-payments on behalf of the same
worker. Under the CARES Act, contractors, gig-workers, and other
self-employed individuals are eligible for small-business loans as well
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as pandemic unemployment insurance benefits, so they should not
also be included in employers’ reimbursable payroll costs.
ll

ll

Expand access to payroll tax deferral. Under the new CARES
Act–created Paycheck Protection Program for small businesses
administered through the SBA Section 7(a) program, loans turn into
cash grants if used to cover eight weeks of payroll and other overhead
costs, contingent on maintaining a pre-crisis workforce. Employers
who participate in the SBA loan program are ineligible for the CARES
Act payroll tax deferral. Small businesses receiving SBA loans should
also be eligible for the employer payroll tax deferral since the loans do
not cover the cost of payroll taxes. Expanding access to this tax deferral will lower the cost of keeping an active payroll and eliminate one of
the many complex interactions between the SBA loans and other tax
credit programs.30
Remove restrictions on federal loans for large businesses. The
legislation authorizes the Treasury to make loans, loan guarantees,
and other investments of up to $500 billion in support of large businesses, states, and municipalities.31 This makes the U.S. Treasury
Department one of the largest investment banks in the country. Up
to $25 billion is allocated to passenger air carriers, $4 billion to cargo
air carriers, and $17 billion “for businesses critical to maintaining
national security.”32 Until March 1, 2022, the Secretary of Transportation is authorized to require an air carrier receiving loans to maintain
scheduled air transportation service as the Secretary of Transportation deems necessary to any point served by that carrier before March
1, 2020.33 These loans may not be forgiven.34 They are subject to significant conditions that reduces their attractiveness.
For loans to air carriers or businesses critical to maintaining national
security, the legislation requires that the government take an equity
position in the borrower if its shares are traded on a national securities exchange and either take an equity position or senior debt
otherwise.35 For loans not made to air carriers or national security
businesses, the Treasury may but need not take an equity position.36 It
is almost always a bad idea for the government to take ownership positions in private enterprise. It leads to a politicization of decisions that
should be left to private actors in capital markets. It also often leads
to taxpayer losses when political considerations outweigh economic
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considerations. Taxpayers can be protected by requiring that Treasury loans are senior debt obligations. The provisions requiring the
Treasury to take an equity position as a condition of lending should
be repealed.
For all loans under this section, the recipient must agree not to reduce
its employment by more than 10 percent below its level as of March 24,
2020.37 Employees of loan recipients who earned more than $425,000
in 2019 can be paid no more than they were paid in 2019 until one year
after the loan is repaid.38 Stock buybacks and dividend payments are
prohibited for the duration of the loan plus one year.39
Prohibiting stock buybacks and dividends while the federal loan is
outstanding is justified as a means of protecting taxpayers. There
is no justification for prohibiting the payment of dividends or stock
buybacks after the loan has been repaid. The provision allowing the
Secretary of Transportation to force carriers to maintain routes
that may be uneconomic for as long as two years should be revised.
These determinations should be made by competitive markets, not
political appointees or bureaucrats. Moreover, forcing carriers to
maintain uneconomic routes is a recipe for their being unable to repay
the loans. Once the crisis has abated, the Secretary should not have
this authority.
Finally, requiring employers that may suffer significant business
reversals not to reduce their employment by more than 10 percent for
as long as the loan is outstanding may make it impossible for them to
repay the loan or once again become profitable. This provision should
expire after a set period (for example, one year). Once the coronavirus
crisis has ended, we need to allow businesses to right-size if necessary.
ll

Allow temporary student loan forbearance to expire as scheduled and remove the new subsidy. The CARES Act suspends all
student loan payments and accruing interest on federal student loans
for six months. This avoids blanket loan forgiveness and enables
borrowers who are currently having trouble paying their student loans
due to coronavirus-induced unemployment to qualify for interest-free
forbearance. This temporary policy should expire as scheduled; otherwise, it would provide a backdoor cancellation of student debt for
all borrowers. The CARES Act also allows employers to make tax-free
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payments toward employee student loans through the end of the year.
This represents a new expansion of federal subsidies for college debt
that disproportionately helps families who are better off financially,
burdening noncollege-educated Americans, and should be removed.40
ll

Expand access to 529 savings accounts. While millions of children—and their parents—are experiencing homeschooling for the first
time, Congress should allow Americans to access their 529 savings
plans for homeschooling expenses. Those 529 savings plans are
tax-neutral savings accounts funded with after-tax dollars contributed by the account owner or anyone else who wishes to put money
into them. Anyone can contribute to a designated beneficiary’s 529.
Interest that accrues in the fund is tax-free as long as funds are put
toward K–12 and higher education expenses. That means that there is
no “second layer” of tax on the savings and investment in the account.
Withdrawals from 529 savings accounts for qualified education
expenses are not included in taxable income.
Currently, 529 saving plans can pay for a broad swath of education-related costs, such as college expenses and, more recently, private
elementary or secondary school tuition in certain states. Yet homeschooling expenses are excluded from the eligible uses of 529 savings
accounts. Immediately expanding qualified expenses to include
homeschooling—reflecting the fact that nearly every American family
currently has to homeschool as a result of COVID-19—would be a
timely and targeted policy. While Congress prudently expanded access
for people to withdraw their retirement accounts without penalty for
COVID-19–related expenditures, lawmakers should not neglect to
provide relief for parents and students.

ll

Focus on pandemic response and relief. A stimulus package
designed to increase spending will have limited effect in the face of
sweeping mitigation measures that have shut down most economic
activity deemed nonessential. Nor will stimulus spending on unrelated
projects do anything to reduce the spread of the novel coronavirus,
which is the primary cause of economic contraction. Lawmakers must
stay focused on containing the pandemic through targeted, timely, and
temporary measures that keep workers attached to their employers
and avert widespread business failures. These policies will enable the
economy to rebound once the response to the pandemic allows for it.
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Conclusion
Before moving on to a new stimulus bill, Congress should fix problems
introduced in the hastily drafted and passed CARES Act as outlined in this
paper. The American people are busy fighting the pandemic and preparing
for the eventual recovery. They do not need to fight against easily avoidable
policy mistakes at the same time.
Romina Boccia is Director of the Grover M. Hermann Center for the Federal Budget, of
the Institute for Economic Freedom, at The Heritage Foundation. Lindsey Burke, PhD, is
Director of and Will Skillman Fellow in Education in the Center for Education Policy, of
the Institute for Family, Community, and Opportunity, at The Heritage Foundation. David
R. Burton is Senior Fellow in Economic Policy in the Thomas A. Roe for Economic Policy
Studies, of the Institute for Economic Freedom. Rachel Greszler is Research Fellow in
Economics, Budgets, and Entitlements in the Hermann Center. Adam Michel is Senior
Policy Analyst for Fiscal Policy in the Hermann Center. Norbert J. Michel, PhD, is Director
of the Center for Data Analysis, of the Institute for Economic Freedom. Jude Schwalbach
is Research Associate and Project Coordinator in the Center for Education Policy. Parker
Sheppard, PhD, is Senior Policy Analyst for Dynamic Modeling and Simulations in the
Center for Data Analysis. Paul Winfree is Director of and Richard F. Aster Fellow in the
Roe Institute.

BACKGROUNDER | No. 3484
heritage.org



April 2, 2020 | 13

Endnotes
1.

Lindsey Burke, David R. Burton, Marie Fishpaw, Rachel Greszler, Adam Michel, Norbert Michel, Parker Sheppard and Paul Winfree, “The Senate’s
Coronavirus Bill: Bailouts, Missed Opportunities, and Positive Reforms,” Heritage Foundation Backgrounder No. 3479, March 20, 2020, https://www.
heritage.org/sites/default/files/2020-03/BG3479_0.pdf.

2.

Philipp Carlsson-Szlezak, Martin Reeves, and Paul Swartz, “Understanding the Economic Shock of Coronavirus,” Harvard Business Review, March 27,
2020, https://hbr.org/2020/03/understanding-the-economic-shock-of-coronavirus (accessed April 1, 2020).

3.

Economic News Release, “Employment Situation Summary: The Employment Situation–February 2020,” U.S. Department of Labor, Bureau of Labor
Statistics, March 6, 2020, https://www.bls.gov/news.release/empsit.nr0.htm (accessed March 27, 2020).

4.

Norbert J. Michel, ed. The Case Against Dodd–Frank: How the “Consumer Protection” Law Endangers Americans, The Heritage Foundation, 2016,
https://www.heritage.org/government-regulation/report/the-case-against-dodd-frank-how-the-consumer-protection-law-endangers.

5.

Jeff Cox, “Former Fed Chairman Ben Bernanke Sees ‘Very Sharp’ Recession, Followed by ‘Fairly Quick’ Rebound, CNBC, March 25, 2020, https://www.cnbc.
com/2020/03/25/former-fed-chairman-ben-bernanke-sees-very-sharp-recession-followed-by-fairly-quick-rebound.html (accessed April 1, 2020).

6.

News release, “Unemployment Insurance Weekly Claims,” U.S. Department of Labor, Employment and Training Administration, March 26, 2020, https://
www.dol.gov/ui/data.pdf (accessed April 1, 2020).

7.

Ben Winck, “JPMorgan Slashes Its GDP Forecast for Next Quarter, Now Sees a 25% Contraction and an Imminent Recession Despite ‘Herculean’
Stimulus Measures,” Business Insider, March 2020, https://www.businessinsider.com/economic-outlook-jpmorgan-cuts-gdp-forecasts-coronavirusrecession-senate-stimulus-2020-3 (accessed April 1, 2020).

8.

Bart van Ark and Erik Lundh, “COVID-18 Scenarios: Rebooting an Economy in Free Fall,” The Conference Board, https://www.conference-board.org/
economy-watch-US (accessed April 1, 2020).

9.

H.R. 6074, Coronavirus Preparedness and Response Supplemental Appropriations Act, 116th Cong., introduced March 4, 2020, https://www.
congress.gov/bill/116th-congress/house-bill/6074/text (accessed March 27, 2020); H.R. 6201, Families First Coronavirus Response Act, 116th Cong.,
introduced March 11, 2020, https://www.congress.gov/bill/116th-congress/house-bill/6201 (accessed March 19, 2020); H.R. 748, Coronavirus Aid,
Relief, and Economic Security Act, Public Law 116-136, 116th Cong., March 27, 2020, https://www.congress.gov/bill/116th-congress/house-bill/748/
actions?q=%7B%22search%22:%5B%22Coronavirus+Aid,+Relief+and+Economic+Security+Act%22%5D%7D&r=2&s=2&KWICView=false (accessed April
1, 2020). P.L. 116-136 cited hereafter as CARES Act.

10. For a list of policies that the Federal Reserve has enacted, see Norbert J. Michel, “The Federal Reserve Should Not Help Congress Duck Its
Responsibilities,” Forbes, March 23, 2020, https://www.forbes.com/sites/norbertmichel/2020/03/23/the-federal-reserve-should-not-help-congressduck-its-responsibilities/#4326ff7c7610 (accessed April 1, 2020).
11. The bulk of the estimates for multipliers on general government purchases across the leading methods of estimation and samples lie in a surprisingly
narrow range of 0.6 to 1. Valerie A. Ramey, “Ten Years After the Financial Crisis: What Have We Learned from the Renaissance in Fiscal Research?”
National Bureau of Economic Research Working Paper No. 25531, February 2019, https://www.nber.org/papers/w25531 (accessed April 1, 2020).
12. James Sherk, “Additional Infrastructure Spending Would Employ Few New Workers,” Heritage Foundation Issue Brief No. 4081, November 7, 2013,
https://www.heritage.org/transportation/report/additional-infrastructure-spending-would-employ-few-new-workers, and Garett Jones and Daniel M.
Rothschild, “No Such Thing as Shovel Ready: The Supply Side of the Recovery Act,” Mercatus Center at George Mason University Working Paper No.
11-18, September 2011, https://www.mercatus.org/publications/government-spending/no-such-thing-shovel-ready (accessed April 1, 2020).
13. Stephanie Condon, “Obama: ‘No Such Thing as Shovel-Ready Projects,’” CBS News, October 13, 2010, https://www.cbsnews.com/news/obama-nosuch-thing-as-shovel-ready-projects/ (accessed April 1, 2020).
14. Rachel Greszler, “Unemployment Claims Just Spiked 1,000%. How the Left’s Approach Will Make It Worse,” The Daily Signal, March 26, 2020, https://
www.dailysignal.com/2020/03/26/unemployment-claims-just-spiked-1000-how-democrats-approach-will-make-it-worse/.
15. CARES Act, Sections 1107(a)(1) and 4027(a).
16. U.S. Department of the Treasury, “Paycheck Protection Program (PPP) Information Sheet: Borrowers,” https://home.treasury.gov/system/files/136/
PPP%20Borrower%20Information%20Fact%20Sheet.pdf (accessed April 1, 2020).
17. CARES Act, Section 1102. See also Robert Jay Dilger, “Small Business Administration 7(a) Loan Guaranty Program,” Congressional Research Service
Report for Members and Committees of Congress, updated October 15, 2019, https://fas.org/sgp/crs/misc/R41146.pdf (accessed April 1, 2020).
18. Table 2—Gross Approval Amount by Program,” in U.S. Small Business Administration, Small Business Administration Loan Program Performance, effective
December 31, 2019, https://www.sba.gov/document/report--small-business-administration-loan-program-performance (accessed April 1, 2020).
19. CARES Act, Section 1102(a). Some firms that have more than 500 employees but fall within the SBA definition of “small business concern” for their
industry will also qualify. See 13 CFR §121.101 et seq. See also U.S. Small Business Administration, “Table of Small Business Size Standards Matched to
North American Industry Classification System Codes,” effective August 19, 2019, https://www.sba.gov/sites/default/files/2019-08/SBA%20Table%20
of%20Size%20Standards_Effective%20Aug%2019%2C%202019_Rev.pdf (accessed April 1, 2020).

BACKGROUNDER | No. 3484
heritage.org



April 2, 2020 | 14

20. It is typically 75 percent–85 percent. See U.S. Small Business Administration, “Types of 7(a) Loans,” https://www.sba.gov/partners/lenders/7a-loanprogram/types-7a-loans (accessed April 1, 2020).
21. CARES Act, Section 1102(a), new 15 U.S.C. 636(a)(2)(F)(36)(J) (see heading “Waiver of Personal Guarantee Requirement”).
22. In the CARES Act, section 1102, Congress specified that “a covered loan shall bear an interest rate not to exceed 4 percent.” Treasury guidance initially
specified that qualified loans would have an interest rate of 0.5 percent, which was later changed to 1 percent. CARES Act, Section 1102(a), U.S.
Department of the Treasury, “Paycheck Protection Program Information Sheet: Borrowers,” and Jeff Drew, “SBA Issues Details for Paycheck Protection
Program Loans,” updated April 6, 2020, https://www.journalofaccountancy.com/news/2020/apr/paycheck-protection-program-ppp-loans-sba-detailscoronavirus.html (accessed on April 8, 2020).
23. Ibid. and CARES Act, Section 1102(a) amending 15 U.S.C. 636(a) (see heading “Maximum Loan Amount”). There are special rules for
seasonal employers.
24. Only wages equivalent to $100,000 annually per employee or less are eligible.
25. CARES Act, Section 1106(b).
26. CARES Act, Section 1102(a), new 15 U.S.C. 636(a)(2)(F)(36)(A)(viii)(II)(bb).
27. CARES Act, Section 1106(d)(2).
28. Ibid.
29. CARES Act, Section 1106(i); Internal Revenue Code Sections 61(a)(11) and 108.
30. Martin A. Sullivan, “Economic Analysis: Embattled Employers Now Must Navigate Multiple Relief Measures,” Tax Notes, March 31, 2020, https://
www.taxnotes.com/featured-analysis/economic-analysis-embattled-employers-now-must-navigate-multiple-relief-measures/2020/03/30/2cby9
(accessed April 1, 2020).
31. CARES Act, Section 4003.
32. CARES Act, Section 4003(b).
33. CARES Act, Section 4005.
34. CARES Act, Section 4003(d)(3).
35. CARES Act, Section 4003(d)(1).
36. CARES Act, Section 4117.
37. CARES Act, Section 4003(c)(2)(G).
38. CARES Act, Section 4004(a)(1). In addition, under Section 4004(a)(2), no employee can be paid more than $4.5 million.
39. CARES Act, Section 4003(c)(2)(E)–(F).
40. The Urban Institute has found that households with income below $27,000 per year hold just 12 percent of all outstanding student loan debt,
compared to more affluent households—those in the top 25 percent of earners—that hold 34 percent of all student loan debt. Sandy Baum, Victoria
Lee, and Alexandra Tilsley, “Which Households Hold the Most Student Debt?” Urban Institute Urban Wire Blog, May 2, 2019, https://www.urban.org/
urban-wire/which-households-hold-most-student-debt (accessed April 1, 2020).

