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SUMMARY

The continued economic downturn is exacerbating the hardships faced by America’s low-income
children and families. In July, the unemployment rate reached a four year high of 5.7 percent.2
To date this year, 463,000 American jobs have been lost.®> These challenges are compounded by
rising food costs and skyrocketing energy prices.4 Economic instability also threatens the quality
and effectiveness of vital publicly supported education, health care, housing and employment
programs. In this context, the burden for working families is growing and Congress should take
action to spur economic recovery.

The Alliance for Children and Families and United Neighborhood Centers of America recommend
investing an additional: ®

e $0.832 billion in Head Start;

e $13.65 hillion in the Federal Medical Assistance Percentage (FMAP) to support state
health care services;

e $1.0 billion to assist youth employment programs; and

e $1.0 billion for the Public Housing Operations and Capital Fund ($500 million for
operations and $500 million for capital).

! For more information, contact Helen Eisner, Policy Analyst, at (202) 429-0400 x21,
heisner@alliancel.org or heisner@unca.org or Varina Winder, Policy Analyst, at (202) 439-0400
x16, vwinder@alliancel.org or vwinder@unca.orq .
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;rimes (August 2, 2008), http://www.nytimes.com/2008/08/02/business/02econ.htmI?8br .
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4 Emergency Campaign for America’s Priorities and the Coalition on Human Needs, “Towards
Shared Recovery: Congress Must Do More to Reverse the Recession,” (August 1, 2008),
http://www.chn.org/pdf/2008/stimulus8108.pdf .
® The Head Start, FMAP, and youth employment funding amounts are endorsed by the
Emergency Campaign for America’s Priorities. The Public Housing funding amount was
recommended by the National Association of Housing and Redevelopment Officials.




Recommended Measures for Achieving Economic Recovery

As Congress formulates economic recovery legislation, it should consider including the following
emergency stimulus measures:

1. Reverse Cuts and Increase Funding for Head Start

Head Start, the longstanding comprehensive school-readiness program for low-income children,
continues to face significant budget shortfalls. Currently, fewer than half of the close to 2 million
children who are eligible for Head Start can access the program.® Over the previous four years,
the Head Start program has experienced a 10.6 percent funding cut when adjusted for inflation.”
This loss, combined with growing financial uncertainty, has forced many of the nations’ Head
Start program providers to take drastic measures.

A study from the National Head Start Association found that in the last year, 62 percent of Head
Start programs have either reduced program hours or decreased days of operation.8 Without the
means to support high-quality teachers, 78 percent of programs cut staff last year.9 Additionally,
because of rising gas prices, 77 percent of Head Start programs have decreased transportation
services leaving low-income parents to shoulder transportation expenses.10 Parents who cannot
disrupt their workdays to bring their children to programs or cannot fund transportation costs on
their own are often compelled to withdraw their children from Head Start and find inadequate
alternatives.

Further, costly new requirements, such as improved teacher quality standards, that took effect
when the program was reauthorized in 2007, add to the weaknesses of the current Head Start
funding equation.11 Since federal appropriations for Head Start continue to fall short,
implementing the new standards and maintaining quality programs is increasingly difficult.

Providing funding for Head Start in an economic recovery package will go a long way to reverse
appropriations cuts that have undermined program effectiveness, invest in new jobs for local
communities, and prevent further damage to this important school-readiness program.

Recommendation: Invest an additional $0.832 billion in Head Start programs.

2. Temporarily Increase the Federal Medical Assistance Percentage (FMAP)

Medicaid is the nation’s largest source of medical services for low-income Americans, specifically,
children, pregnant women, parents of eligible children, senior citizens and persons with
disabilities. Each state runs its own program, with the federal government providing a determined
rate of matched funding. Medicaid serves 58 million low-income people, 29 million of which are
children. During economic downturns however, this number tends to increase. A recent Kaiser
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Commission on Medicaid and the Uninsured found that for every 1 percent increase in national
unemployment, 1 million additional people seek to enroll in Medicaid programs.**

The higher number of enrollees means more people urgently need this service even as states
look to cut back on the program. Currently, 29 states and the District of Columbia are facing
budget shortfalls totaling $48 billion.”* As of August, 13 states are considering or implementing
cuts to their Medicaid programs; if revenues continue to decline as expected, deeper cuts are
likely.

One way to help ensure states are able to continue providing health care services to low-income
populations is to provide a temporary increased FMAP. This method proved effective when
utilized to combat the effects of the 2001 recession. Around half of all states were able to lessen
or avoid Medicaid cutbacks and five to seven states were able to use this funding to restore
previous Medicaid cutbacks.**

In addition to helping to support states, as well as ensuring continued health care for vulnerable
populations, a temporary raise in the FMAP rate may also serve as an economic stimulant. The
Medicaid program is widely considered countercyclical, automatic fiscal stabilizer, enhancing
business activity and even creating jobs.15

Recommendation: Include an additional $13.65 billion to provide for a temporary increase in the
Federal medical assistance percentage (FMAP) to support state health care services.

3. Invest in Youth Employment

Since 2001, Workforce Investment Act (WIA) youth funds have been cut by 33 percent ($454
miIIion).16 These reductions contrast with statistics that show an unprecedented need for youth
employment programs. During the summer of 2007, only 39 percent of 16 to 19 year olds were
employed — the lowest rate in 60 years.l7 Because of budget shortages, already extensive
waiting lists for youth employment have grown and many programs have been forced to turn
interested youth away.l

When teenagers and young adults have early exposure to work experience, they are more likely
to graduate from high school and pursue higher education. ** Youth employment is also
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associated with increased lifetime earnings.”® However, there are currently 3.8 million 18 to 24
year olds who are neither in school nor employed.*

Funding youth employment in the economic stimulus package will set young adults on a track
towards future success. Additionally, employed youth join the local workforce and earn wages
that quickly flow into local economies.

Recommendation: Provide an additional $1.0 billion for youth employment programs.

4. Safeguard the Public Housing Operations and Capital Fund

Communities facing financial upheaval depend on the stability of the nations’ public housing
program which serves more than 2 million low-income children, senior citizens, and families.
However, the public housing program is at risk.?* The available funding for public housing can
only support 81 percent of costs for utilities, maintenance, security, fraud prevention, and
necessary services for residents.”® This significant under-funding threatens to further destabilize
struggling communities.

To support low-income neighborhoods, Congress should invest in the Public Housing Operating
and Capital Funds. Operating and capital expenses are essential to maintaining public housing
as a safe and supportive environment for low-income populations.

The Operating Fund facilitates housing maintenance performed by local service providers such
as carpenters and plumbers. The Capital Fund finances efforts to refurbish and renovate housing
units.”* Currently, the public housing system is experiencing a $18 to $20 billion backlog on
capital needs. Capital Fund expenses often involve, for example, essential repairs to home
heating systems and roofs.”® Capital investments also require the purchase of construction
materials that invest money in the local businesses. Recovery measures that support the Public
Housing Operating and Capital Funds will both stimulate the economy and safeguard the
country’s vital public housing infrastructure.

Recommendation: Include $1.0 billion for public housing ($500 million for the Operations Fund
and $500 million for the Capital Fund)
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About the Alliance for Children and Families and United Neighborhood Centers of America

The Alliance for Children and Families, a nonprofit association, was formed by the 1998 merger
of Family Service America and the National Association of Homes and Services for Children. The
Alliance represents over 370 nonprofit organizations across the nation that provide services and
economic empowerment to children and families. Alliance agencies cover a wide spectrum of
providers, including a diversity of faith-based organizations and nonsectarian agencies.
Together, these organizations deliver more than $2 billion annually in services to more than 8
million people in nearly 6,700 communities across the United States. More information about the
Alliance is available at www.alliancel.org.

United Neighborhood Centers of America (UNCA) is a voluntary, nonprofit, national organization
with neighborhood-based member agencies throughout the United States. Formerly known as
the National Federation of Settlements and Neighborhood Centers, it was founded in 1911 by
Jane Addams and other pioneers of the settlement movement. More information about UNCA is
available at www.unca.org.

For more information, contact the Washington office of the Alliance and UNCA at:

Alliance for Children and Families

United Neighborhood Centers of America
1001 Connecticut Ave., NW, Suite 601
Washington, DC 20036

(202) 429-0400

policy@alliancel.org




