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Introduction

We�stand�together�in�good�times�and�bad:

that�is�at�the�heart�of�what�drives�our�country

and�propels�us�to�greatness.�Throughout�U.S.

history,�the�federal�government�has�played�an

essential�role�in�spurring�economic�growth

and�increasing�opportunity.�Federal�support

made�the�railroads,�interstate�highways�and

land�grant�colleges�possible.�The�G.I.�Bill

opened�up�education�and�improved�living

standards�for�millions�of�veterans�and�their

families.�Unemployment�Insurance,�Social

Security�and�Medicare�have�made�Americans

more�secure,�saving�us�from�deep�poverty

during�economic�downturns,�old�age�and

illness.�

But�now,�just�as�our�nation�has�begun�to

recover�from�the�worst�recession�in�decades,

Congress�is�flooded�with�budget�proposals

that�would�disproportionately�harm�vulnerable

people,�and�dangerous�plans�for�revamping

the�structure�of�the�budget�process�itself.

These�proposals�would�place�a�stranglehold

on�the�federal�government’s�ability�to�meet

the�needs�of�a�growing�and�aging�population,

to�provide�the�jump-start�needed�to�fuel�our

economy,�or�even�to�respond�to�emergencies.

At�the�same�time�they�would�maintain�unaf-

fordable�tax�cuts�and�unsustainable�military

spending.�The�House�of�Representatives�has

approved�drastic�and�irresponsible�cuts�in

domestic�appropriations�for�the�rest�of�fiscal

year�2011.�President�Obama’s�budget�for

fiscal�2012,�while�taking�a�more�balanced

approach,�nevertheless�proposes�cuts�aimed

at�low-income�people�and�would�freeze

domestic�spending�for�the�next�five�years,

making�no�allowance�for�increasing�popula-

tion,�inflation�or�the�funding�needed�for�his

new�initiatives.��

Such�cuts�run�counter�to�American�values�of

opportunity�and�security�for�all.�They�also�ignore

the�lessons�of�history:�that�a�strong�federal�role

is�needed�for�broadly�shared�economic�progress.�

In�a�February�poll1,�fully�41�percent�of�respon-

dents�said�that�they�or�someone�in�their�imme-

diate�family�had�been�unemployed�in�the�past

year.�This�disturbing�fact�explains�why�Americans

overwhelmingly�believe�that�spurring�job

creation�and�strengthening�the�economy�should

be�the�nation’s�number-one�priority.2

Unfortunately,�some�of�our�leaders�are�ignoring

this�reality�and�focusing�on�just�one�aspect�of

our�future�prosperity—the�current�size�of�the

federal�deficit.�While�the�long-term�federal

deficit�must�be�addressed,�this�should�take

place�over�time�through�a�balanced�approach

that�includes�equitable�increases�in�revenue�and

thoughtful�reductions�in�expenditures,�such�as

wasteful�military�spending.�Right�now,�we�still

need�to�focus�on�the�policies�that�will�hasten�the

economic�recovery�and�build�a�strong�founda-

tion�for�our�shared�future.

Ultimately,�the�biggest�deficit�reduction�measure

is�an�expanding�economy,�with�more�people

working�and�paying�taxes.

A Better Budget for All |4

Americans 
overwhelmingly
believe that spurring
job creation and
strengthening the
economy should be
the nation’s number-
one priority.

“



Many�of�the�budget�proposals�before

Congress,�however,�would�have�the�opposite

effect.�These�proposals�would�try�to�reduce

the�deficit�immediately,�while�the�economy�is

still�fragile;�they�would�address�the�deficit

solely�or�primarily�by�cutting�spending,�instead

of�balancing�revenue�increases�with�budget

cuts;�and�they�ignore�many�forms�of�wasteful

spending,�including�tax�loopholes�and�bloated

military�budgets.�

The�structural�budget�proposals�currently�on

the�table�are�even�more�problematic.�These

include�balanced�budget�amendments,

limiting�spending�to�a�share�of�the�GDP�and

multi-year�caps�on�spending.�They�would�tie�our

hands�in�dealing�with�a�wide�range�of�national

crises,�from�recessions�and�joblessness,�to

poverty,�inequality�and�global�competitiveness.�

Instead�of�these�broad,�overarching

approaches,�our�leaders�need�to�make�the

tough�decisions�about�how�to�reduce�the

deficit�carefully�and�thoughtfully,�program�by

program.�They�need�to�look�at�the�whole

federal�budget,�not�just�domestic�annual

appropriations.�That�means�they�need�to

consider�raising�revenues,�eliminating�tax

breaks�and�other�forms�of�hidden�spending,

and�analyze�every�program�based�on�its�effec-

tiveness�and�importance�in�meeting�national

goals.�If�Congress�tries�to�reduce�the�deficit

primarily�by�slashing�funding�for�the�most
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Who the House Plan Hurts

Millions of people would suffer under the House of Representatives’ plan for the
rest of fiscal year 2011. Here’s a sampling:

• 218,000 young children would not be able to receive Head Start services.
• 11 million patients would lose health care they would have received at Commu-

nity Health Centers over the next year, with 3.2 million losing care in the next few 
months; 127 health center sites would have to close, and 7,434 jobs would be lost.

• 20 million low-income people, including 5 million children, 2.3 million seniors 
and 1.7 million people with disabilities, would have access to anti-poverty services 
disrupted.

• 9.4 million low-income college students would lose some or all of their Pell grants.
• More than 8 million adults and youth would lose access to job training and other 

employment services. Job training under the Workforce Investment Act would 
essentially be shut down until July 2012.

• 81,000 low-income people, mostly seniors and some children, would no longer 
receive food  packages and six states would not be able to join the program after 
being approved to do so.  

• 1.2 million poor households in public housing (two-thirds of whose members are 
elderly or have a disability) would see maintenance and repairs on their apartments 
deteriorate due to cuts in  the Public Housing Capital Fund.

• 10,000 people with significant long-term disabilities would lose their rental 
assistance; most of these would lose their homes. 



vulnerable�among�us�and�reducing�the�scope

of�critical�federal�programs,�it�will�weaken�us

as�a�nation.�It�will�threaten�the�health,�devel-

opment�and�education�of�millions�of�low-

income�children;�risk�harm�to�seniors�and

people�with�disabilities;�and�reduce�the

incomes�of�many�millions�of�families.�

Ours�is�a�rich�and�great�country�with�virtually

unlimited�potential.�Yet�in�2009,�100�million

people—one-third�of�our�nation—were�living�in

or�near�poverty,�with�incomes�below�about

$44,000�for�a�family�of�four.�If�we�are�to�save

our�country’s�future,�we�must�work�together�to

preserve�the�programs�that�mean�the�differ-

ence�between�hope�and�despair�for�so�many.

We�must�begin�today�by�Strengthening

America’s�Values�and�Economy�for�All.�With

this�report,�and�with�the�launch�of�the�SAVE

for�All campaign,�supported�by�more�than

1,000�organizations�across�the�country,�we

call�on�Congress�and�the�President�to

remember�that�we�are�one�nation�and�we

need�to�make�decisions�that�are�in�the�best

interest�of�all�Americans.�

Together,�we�ask�them�to:�

• Protect�low-�and�moderate-income�

people�in�budget�and�deficit�reduction�

proposals.

• Prevent�multi-year�appropriations�caps�

that�force�harsh�reductions�in�

domestic/human�needs�services.�

• Prevent�damaging�structural�changes�

in�essential�programs.�

• Reject�efforts�to�adopt�a�constitutional�

amendment�to�balance�the�federal�

budget.�

• Support�deficit�reduction�plans�that�

include�additional�revenues�drawn�

from�equitable�sources.��

• Oppose�rules�and�statutory�changes�

that�favor�tax�cuts�over�important�

domestic�investments.�

The�United�States�should�be�a�country�where

all�are�afforded�economic�opportunity�and�the

ability�to�live�in�dignity.�However,�to�reach�that

potential�we�need�to�make�investments�in�the

basic�infrastructure�of�a�successful�and

productive�life:�education,�health�care,�food

and�nutrition,�job�training�opportunities,�work

supports,�affordable�housing�and�other

human�needs�programs.��

Strengthening�America’s�Values�and�Economy

for�All�requires�saving�the�federal�govern-

ment’s�capacity�to�address�our�needs�and

keep�our�promises.
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Two Budgets, Two Visions 

The�release�of�the�president’s�fiscal�year�(FY)

20123�budget�this�month�and�passage�in�the

House�of�Representatives�of�a�budget

proposal�for�the�last�seven�months�of�FY

20114 offer�a�glimpse�at�two�vastly�divergent

visions�of�our�country�and�the�role�of�govern-

ment�in�moving�our�economy�forward.�Both

call�for�unwarranted�and�harmful�reductions

in�critical�human�needs�programs.�But�the

House�cuts�are�far�more�extreme�and�unbal-

anced,�placing�much�of�the�deficit�reduction

burden�on�the�backs�of�the�most�vulnerable.5

The�administration’s�plan�is�less�one-sided,

calling�for�a�reduction�in�tax�breaks�for�corpo-

rations�and�the�wealthy�and�limiting�military

and�other�spending�without�demonstrated

effectiveness.�It�is�true�that�the�legislative

vehicles�are�of�a�different�scope—the�House

spending�bill�does�not�deal�with�revenues,

while�the�president’s�budget�does.�But

repeated�comments�by�the�House�leadership

indicate�that�they�have�no�plans�to�reduce�the

deficit�through�increased�revenues.

The�House�plan�for�the�remainder�of�FY�2011

offers�massive�cuts�in�funding�for�education,

health�care,�affordable�housing,�energy�assis-

tance�and�other�vital�domestic�programs,

while�increasing�military�spending.�The�House

plan�includes�the�largest�cuts,�on�an�annual-

ized�basis,�in�domestic�appropriations�in

history.�These�damaging�cuts�are�dispropor-

tionately�aimed�at�jobless�and�low-income

families.�Programs�are�recklessly�terminated,

either�by�zeroing�out�funding�when�five

months�of�spending�have�already�occurred,�or

cutting�so�deeply�that�there�would�be�no

funds�to�operate�programs�on�the�first�day�the

spending�plan�takes�effect.�On�the�other

hand,�military�spending�on�wasteful�contracts

and�technology�that�doesn’t�work�has�been

untouched�or�increased.�The�bipartisan

National�Commission�on�Fiscal�Responsibility

and�Reform�issued�deficit�reduction�proposals

including�$100�billion�in�defense�spending

cuts�in�20156 alone.�Calls�for�reductions�in�the

military�are�coming�from�the�left�and�right�in

Congress,�and�a�successful�amendment�to�the

spending�bill�did�stop�funding�for�an�alterna-

tive�engine�for�the�F-35�Joint�Strike�Fighter,

saving�$450�million.�But�when�it�comes�to�the

House�leadership,�most�of�this�has�fallen�on

deaf�ears.��

President�Obama’s�budget�for�FY�2012�is

more�responsible,�recognizing�that�invest-

ments�in�economic�growth,�fair�revenue

increases�and�military�savings�are�necessary

components�of�any�sensible�plan�for�our

future.�The�budget�puts�forth�important�provi-

sions�that�help�low-income�people�recover

from�years�of�hard�times.�These�include�new

funding�for�child�support�collection,�which�will

significantly�help�hardworking�custodial

parents,�and�restoration�of�Supplemental

Nutrition�Assistance�Program�(SNAP)�benefits

that�had�been�cut�to�help�pay�for�expanded

child�nutrition�programs.�It�also�would�prevent

the�loss�of�subsidized�child�care�placements,

and�would�reward�programs�that�keep�abused

or�neglected�children�safe,�minimizing�their

time�in�foster�care�and�restoring�them�to�their

families�or�placing�them�in�another�permanent

home.�The�budget�would�make�permanent

important�tax�credits�available�to�low-income

families�with�children�and�college�students.

Finally,�the�president’s�budget�includes�badly

needed�investments�in�early�care�and�educa-

tion,�as�well�as�K-12�education.��

But�President�Obama’s�budget�disappoints�by

making�deep�cuts�to�a�set�of�community-
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based�services�that�enable�low-income

people�to�build�better�lives.�These�cuts�under-

mine�the�president’s�own�economic�recovery

goals.�

It�is�unwise�and�unnecessary�for�the�president

to�make�two-thirds�of�his�budget’s�deficit

reduction�plan�spending�cuts,�while�revenues

comprise�just�one-third.�This�has�the�effect�of

protecting�corporate�and�upper-income�inter-

ests�while�needlessly�shortchanging�low-

income�families.�The�military�cuts,�while

welcome,�are�far�too�limited.�The�proposal�to

cut�the�military�budget�by�$78�billion�over�five

years�only�offers�reductions�in�projected

spending�and�will�slow�down�but�not�halt�real

growth�in�the�military.�One�expert�analysis

suggests�that�we�could�save�$358�billion�by

the�end�of�2015�by�reducing�personnel�in

areas�where�they�are�no�longer�needed�and

ending�major�purchases�of�obsolete�or�tech-

nologically�troubled�equipment.7�

At�a�time�when�so�many�are�still�reeling�from

the�aftershocks�of�the�Great�Recession,�the

House�FY�2011�plan�and�elements�of�the

president’s�budget�do�not�provide�those�who

are�struggling�most�with�the�support�they

need.�While�the�recession�officially�ended�in

June�of�2009�when�the�economy�began�to

grow�again,�14�million�Americans�are�still

unemployed�and�half�of�them�have�been�out

of�work�more�than�six�months.8 It�will�take

years�of�economic�growth�to�bring�unemploy-

ment�rates�down�to�pre-recession�levels,

leaving�millions�of�people�struggling�to�put

food�on�the�table�and�a�roof�over�their�heads

and�pay�for�the�medical�care�they�need�to�stay

healthy�and�productive.�

Moreover,�the�proposed�spending�cuts�in

domestic�programs�would�follow�three�years

of�increasingly�dire�circumstances�for�states

already�forced�to�sharply�reduce�services�for

vulnerable�people.�At�least�46�states�have�cut

programs�since�2008�that�affect�every�major

area�of�services,�including�health�care,�K-12

education�and�services�for�the�elderly.9 The

same�number�of�states�expects�to�face�contin-

uing�budget�gaps,�almost�certainly�resulting�in

more�cuts�for�FY�2012.10 With�levels�of�hard-

ship�this�high,�and�with�even�less�support

from�states�than�in�the�past,�vulnerable�fami-

lies�cannot�be�asked�to�bear�the�brunt�of

federal�efforts�to�reduce�the�deficit.�Yet�many

of�the�budget�proposals�now�before�Congress

would�do�just�that.�Here’s�a�rundown:�

More people would go hungry

Despite�dramatic�growth�in�SNAP participa-

tion,�hunger�has�become�a�disturbingly

common�experience�for�millions�of�families�in

this�country.�In�nearly�every�state,�at�least�one

in�seven�respondents�reported�in�the�first�half

of�2010�that�there�were�periods�during�the

prior�12�months�when�they�did�not�have

enough�money�to�buy�food�for�themselves�or

their�family.11 Similarly,�the�U.S.�Department

of�Agriculture�(USDA)�found�that�in�2009,�one

in�seven�households�was�“food�insecure,”
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meaning�they�were�uncertain�whether�they

could�provide�enough�food�for�everyone�in�the

home.12 Hunger�is�this�widespread�despite

record�levels�of�participation�in�the�SNAP

program—43.5�million�people�currently

receive�benefits.13�This�is�partly�because�one

in�three�eligible�people�does�not�participate�in

the�program�because�they�do�not�know�they

are�eligible,�application�processes�are�too

complex�or�there�is�not�enough�staff�to

process�applications.14 But�it�is�also�because

the�benefit�levels�are�too�low�to�provide

enough�food.

The�president’s�proposal�would�restore�the

SNAP�benefits�lost�as�part�of�the�child�nutri-

tion�legislation�deal,�delaying�the�loss�of�$59

a�month�for�a�family�of�four�from�November

2013�to�April�2014�and�potentially�staving�off

hunger�for�millions.�Although�this�is�an�impor-

tant�step,�hunger�will�likely�continue�to�be

problem�for�some�time.�Those�benefits�should

be�restored�for�the�longer�period�in�place�prior

to�changes�made�as�part�of�an�earlier�exten-

sion�of�aid�to�states.�

By�contrast,�the�House�proposal�for�FY�2011

contains�several�cuts�that�would�worsen

hunger.�It�includes�a�$20�million,�or�11.4

percent,�cut�to�the�Commodity�Supplemental

Food�Program,�which�provides�food�packages�to

about�467,000�low-income�people.�As�a�result,

nearly��81,000�fewer�low-income�people,�mostly

seniors�and�some�children,��will�receive�these

food�packages.�In�addition,�six�states

(Connecticut,�Hawaii,�Idaho,�Maryland,�Massa-

chusetts,�and�Rhode�Island)�that�had�been

newly�approved�to�start�distributing�food�under

this�program�will�no�longer�have�the�funding

they�need�to�carry�out�those�distributions.

The�House�would�also�slice�funding�in�half�for

the�FEMA�Emergency�Food�and�Shelter�

Program,�from�$200�million�to�$100�million.

In�2009,�United�Way�agencies�that�manage�

this�program�provided�about�89�million�meals

to�soup�kitchens,�through�meals-on-wheels

programs�or�distributed�at�food�pantries�or

other�emergency�food�sites.�The�program�also

provides�hundreds�of�thousands�of�shelter

beds�for�the�homeless.�Additionally,�the�House

cuts�$747.2�million�from�WIC,�the�nutrition

program�for�Women,�Infants�and�Children.

The�House’s�$6.5�billion�funding�level�is�likely

to�be�enough�to�cover�the�current�caseload,

but�could�fall�short�if�food�prices�spike,�and

would�not�allow�for�a�further�improvement�in

the�fresh�fruits�and�vegetables�in�the�WIC�food

package.�Finally,�the�House�bill�would�termi-

nate�funding�for�several�small�but�important

programs,�among�them�the�Congressional

Hunger�Center�and�Hunger�Free�Communities

Grants.
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Without Home Energy Assistance, Millions of Families
Could Be Left in the Cold

The economic downturn, combined with rising energy costs, has already taken a significant toll on
the ability of low-income families to keep their homes warm this winter. Now President Obama
proposes to cut the Low-Income Home Energy Assistance Program (LIHEAP) by about $2.5 billion
in his 2012 budget, which would deny assistance to more than three million households. The
House FY 2011 plan would cut the LIHEAP contingency fund by two-thirds, a nearly $400 million
reduction in a program that provides much-needed aid during periods of particularly severe
weather or energy price increases. The House cut would leave few funds available to respond to
this year’s harsh conditions.

The proposed reductions could not come at a worse time. Community service agencies throughout
the country report sharp increases in families seeking energy assistance. “So far this year, I am
seeing a high volume of applicants who are struggling to keep up with their utility payments due
to loss of a job or trying to live off unemployment,” said an intake worker for an Iowa Community
Action Agency. Of these households, he said, at least half of the applicants each week are either
facing disconnects or have no funds to fill their propane tanks. He told the following stories about
how LIHEAP has helped these people keep their heat on:

“Yesterday I had a gentleman stop by our office in a crisis situation. He recently became a single

dad of two children ages five and eight and had been living without heat for some time. I asked
him how he was keeping the house warm, and he said he shut off the entire house except for two
rooms and was using several space heaters to heat those rooms. He also said that since his hot
water heater was also propane, he had no hot water. He told me that he was boiling water on the
stove for hot water for cleaning and bathing. . . He is a hard worker employed through a temp
agency and wonderful father who wasn’t looking for a handout but a hand up. He told me that
he and the kids have made the best of the situation. He said they draped blankets over the furnish-
ings to make tents and that way the heat stayed in those areas better. He said the kids thought it
was fun. It wasn’t until his plumbing burst due to frozen pipes that he had to ask for some help
and he was extremely grateful for the assistance we were able to give him. 

“In November 2010, I had an applicant who was a single mother of three children, ages two,

three and seven.  Her income consisted of self-employment and child support. She had been
using electric heaters to provide heat for their household because she could not afford to get her
tank filled. With the help of LIHEAP we were able to have propane delivered to her during a
winter storm the day after the request went in.

“A newly widowed, 81-year-old woman was in jeopardy of being disconnected from her heat

due to unpaid bills. She was so beside herself thinking about how she would handle this winter
without any heat. Her husband always handled the bills, so she wasn’t quite sure what to do.
Her daughter called and asked if there was help available. We told her about the LIHEAP
program, made a same-day appointment and took care of her disconnect. She was so thankful,
she hugged me and cried. She couldn’t believe someone cared enough to help.”



More people would be homeless

Keeping�a�roof�over�their�heads�is�a�challenge

for�millions�of�Americans.�Four�in�10�renters

and�one�in�three�homeowners�with�a�mort-

gage�spend�more�than�a�third�of�their�income

on�housing.�Remarkably,�even�one�in�eight

homeowners�who�doesn’t�have�a�mortgage

pays�more�than�a�third�of�their�income�in

housing�costs�such�as�taxes,�insurance,�utility

costs�and�fuel.15

The�House�proposal�for�FY�2011�will�reduce

housing�support�for�our�most�vulnerable

populations.�Section�811�housing�for�persons

with�disabilities�would�lose�$210�million�and

Section�202�Housing�for�the�elderly�would

lose�$551�million,�leaving�both�programs�with

less�than�a�third�of�the�funds�they�would

receive�if�the�current�level�of�funding�were

extended�for�the�rest�of�FY�2011.�More�than

10,000�people�with�significant�long-term

disabilities�would�lose�their�rental�assistance

vouchers;�most��would�lose�their�homes.�Both

programs�provide�construction�of�new�housing

and�operating�subsidies�for�the�non-profit

sponsors�that�construct�and�manage�the

housing�units�and�supportive�services.�No

new�construction�would�be�possible�at�these

funding�levels.�The�House�plan�will��strip�out

10,000�new�housing�vouchers�for�homeless

veterans�from�the�Veterans�Affairs�Supportive

Housing program.�A�recent�report�from�the

U.S.�Department�of�Housing�and�Urban�Devel-

opment�(HUD)�concluded�that�there�were

more�than�135,000�homeless�veterans—

nearly�half�of�whom�were�living�on�the�street

or�in�abandoned�buildings.16 The�House

proposal�would�also�slash�more�than�$1

billion�dollars,�more�than�40�percent�of�the

current�level,�from�the�Public�Housing�Capitol

Fund,�assuring�that�more�units�will�fall�out�of

use�because�of�the�unmanageable�backlog�of

repair�jobs.�

The�president’s�budget�includes�a�commit-

ment�to�put�$1�billion�into�the�National

Housing�Trust�Fund designed�to�increase�both

rental�housing�and�home�ownership�for

extremely�and�very�low-income�families,�as

defined�by�the�Department�of�Housing�and

Urban�Development.17 Unfortunately�it�also

would�cut�the�Public�Housing�Capital�Fund�by

$95�million,�or�4�percent,�Section�202

supported�housing�for�the�elderly�by�8�percent

and�Section�811�supported�housing�for

persons�with�disabilities�by�a�third.�

Housing�expenses�aren’t�limited�to�having�a

roof�over�one’s�head.�To�keep�those�homes

habitable,�they�need�to�be�heated�in�the

winter�and�prevented�from�reaching�danger-

ously�hot�temperatures�in�the�summer.�Presi-

dent�Obama’s�proposed�2012�budget�could

take�that�ability�away�from�more�than�three

million�households�by�cutting�core�funding�for

the�Low�Income�Home�Energy�Assistance

Program�(LIHEAP) by�about�$2.5�billion.�The

House�plan�for�FY�2011�would�not�cut�the

core�LIHEAP�grants�to�states�but�instead

would�cut�the�LIHEAP�contingency�fund�by

two-thirds,�a�reduction�of�nearly�$400�million.

The�contingency�fund�is�available�for�release

when�harsh�weather�conditions�or�spiking

energy�prices�increase�the�need�for�heating�or

cooling�aid.�But�$125�million�of�this�fund�was

already�released�in�January,�leaving�only

about�$65�million�available�for�the�rest�of�the

year.��

Cuts�to�the�federal�LIHEAP�program�will�dispro-

portionately�affect�rural�families�that�are�typi-

cally�more�likely�to�participate�than�those�in

urban�or�suburban�areas.18�And�the�cuts�could

not�come�at�a�worse�time.�Energy�costs�are

rising19 and�the�number�of�households

requesting�help�to�offset�the�increasing�cost

of�home�energy�is�expected�to�reach�record

levels�in�FY�2011�for�the�third�year�in�a�row.�
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The�number�of�households�served�by�LIHEAP

increased�from�about�5.8�million�in�FY�2008

to�8.3�million�in�FY�2010�due�to�funding�from

the�American�Recovery�and�Reinvestment�Act

(ARRA),�with�8.9�million�projected�for�this�year

based�on�level�funding�instead�of�cuts.�But

even�with�that�increase,�the�program�could

only�serve�one�out�of�four�eligible�households,

with�an�average�grant�of�$456,�or�less�than

half�the�average�cost�of�home�heating�in

2010.20 Nine�in�ten�of�the�households

receiving�LIHEAP�aid�include�a�senior�citizen,

child�or�family�member�with�a�disability.

Nearly�one-third�of�LIHEAP�recipients�in�2009

did�without�food�in�order�to�afford�heat;�more

than�40�percent�went�without�medical�care;

and�one�in�four�reported�that�someone�in�the

home�became�ill�because�it�was�too�cold.21

(See�box�on�page�10�for�a�closer�look�at�how

LIHEAP�helps�low-income�families.)

More people would lack health care

The�number�of�uninsured�Americans

continues�to�grow.�In�2009,�nearly�51�million

people�were�uninsured,�a�jump�of�more�than

4�million�since�2008.�Not�surprisingly,�this

growth�is�the�result�of�people�no�longer

receiving�insurance�through�their�jobs�either

because�they�are�out�of�work�or�because�their

employers�no�longer�provide�affordable�health

insurance.22 When�people�are�not�insured,

they�don’t�get�the�medical�care�they�need�to

stay�healthy.�For�instance,�15�percent�of�18-

to�64-year-olds�put�off�or�don’t�seek�needed

medical�care�because�of�cost,�compared�with

only�5�percent�of�much�better�insured�chil-

dren�and�elderly.23�

For�the�uninsured,�community�health�centers

are�often�their�only�lifeline�to�reliable�health

care.�Twenty-four�million�patients�are�seen�at

8,000�community�health�center�sites�across

the�country.�Yet�the�House�proposal�for�the

remainder�of�FY�2011�would�cut�community

health�care�funding�by�a�billion�dollars,�chop-

ping�it�nearly�in�half�compared�with�the

current�level�of�funding.�The�National�Associa-

tion�of�Community�Health�Centers�estimates

that,�if�adopted,�the�measure�would�result�in

health�centers�losing�the�ability�to�serve�11

million�patients�over�the�next�year,�with�3.2

million�patients�losing�care�within�the�next�few

months.�During�that�same�period�the�cuts

would�result�in�the�loss�of�7,434�jobs�and�the

closing�of�127�health�center�sites.24

The�president’s�FY�2012�budget�cuts�$124

million�from�community�health�centers,�or�just

under�6�percent—a�painful�decrease�given

rising�health�care�costs,�but�one�that�is�more

manageable�since�community�health�care

centers�will�receive�additional�funding�under

the�new�health�care�reform�law.�House

members�sought�to�de-fund�the�health�care

law�in�amendments�to�their�FY�2011�spending

bill.�

The�House�also�eliminated�all�FY�2011

funding�for�the�National�Health�Service�Corps,

which�reimburses�medical�providers�for�their

education�loans�in�return�for�a�five-year

commitment�to�serve�in�areas�of�the�country

where�there�is�a�shortage�of�health�profes-

sionals.�The�president�reduced�funding�for�the

program�from�$142�to�$123�million,�a�reduc-

tion�of�more�than�13�percent.

The�House�also�cut�the�Maternal�and�Child

Health�Block�Grant,�which�states�use�to�imple-

ment�a�wide�range�of�programs�needed�to

improve�the�health�of�children�and�their

mothers,�by�$50�million,�or�7.6�percent,�while

the�president�cut�it�by�$6�million,�or�1.2

percent.�The�House�would�eliminate teen

pregnancy�prevention�funding,�while�the�

president�would�keep�it�at�its�current�level�of

$110�million.�The�House�adopted�an�
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amendment�to�end�all�funding�for�Planned

Parenthood,�whose�affiliates�operate�more

than�820�health�centers��providing�a�wide

range�of�safe,�reliable�health�services,�more

than�90�percent�of�which�are�preventive,

primary�care.�And�the�House�would�eliminate

the�Ryan�White�Emergency�Assistance funds,

which�provide�additional�medical�care�funds

to�communities�most�severely�affected�by

AIDS�and�HIV.�The�president’s�budget�keeps

this�critical�program�at�the�current�level.�

Fewer children would have access to
early learning

The�budget�proposals�on�early�learning

presented�by�the�House�and�the�president

offer�a�particularly�clear�contrast�on�how�each

views�the�role�of�government�in�helping�those

in�need.�The�president�would�make�significant

new�investments�in�early�learning,�while�the

House�proposal�calls�for�devastating�cuts�that

would�result�in�368,000�children�losing

access�to�quality�early�learning�settings,�such

as�Head�Start.

For�more�than�45�years,�Head�Start has

launched�low-income,�pre-school�children�on�a

positive�educational�path�and�provided�their

parents�with�a�range�of�health,�nutrition�and

other�supports�they�need�to�succeed.25 Yet�the

House�leadership’s�proposal�for�FY�2011

would�cut�Head�Start�by�$1.083�billion�from

the�current�level,�dropping�218,000�children

from�the�program.�By�contrast,�President

Obama’s�budget�recognizes�the�vital�role

Head�Start�has�played�in�moving�children�and

families�toward�a�more�prosperous�future.�It

calls�for�an�increase�of�$866�million�in�Head

Start�and�Early�Head�Start�funding,�allowing

the�program�to�continue�serving�an�estimated

968,000�children,�the�same�number�as

current�levels.��

By�making�quality�child�care�more�affordable,

child�care�subsidies�also�offer�critical�assis-

tance�to�low-income�families.�They�help

parents�access�the�child�care�they�need�to�go

to�work�or�school,26 while�supporting�the

healthy�development�children�only�get�through

quality�care.�The�benefits�of�a�good�early

learning�experience�include�improved�school

achievement,�better�language�skills�and�better

social�development.27 With�the�assistance�of

ARRA�funding,�most�states�have�managed�to

maintain�their�child�care�assistance�programs

until�now,�but�many�are�exhausting�these

funds�and�will�be�forced�to�scale�back�unless

additional�federal�funding�is�provided.28

Despite�the�growing�need,�the�House�bill

would�cut�the�Child�Care�and�Development

Block�Grant�(CCDBG) by�$39�million�compared

with�current�funding,�reducing�subsidies�that

make�child�care�affordable�for�low-income,

working�families.�Combined�with�the�end�of

child�care�funding�from�ARRA,�these�cuts

would�result�in�150,000�children�losing�child

care.�By�contrast,�the�president’s�FY�2012
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budget�recognizes�the�importance�of�early

learning�in�helping�children�succeed�and

parents�work.�It�includes�a�$1.3�billion

increase�for�child�care,�of�which�$500�million

would�require�a�state�to�provide�matching

funds.�That�would�allow�the�same�number�of

children�to�continue�to�receive�services,�with

some�additional�funding�to�strengthen�the

quality�of�child�care.�It�also�includes�$350

million�for�a�proposed�Early�Learning�Chal-

lenge�Fund,�as�well�as�expansion�of�the�Child

and�Dependent�Care�Tax�Credit,�nearly

doubling�the�credit�for�families�making�less

than�$75,000�a�year�and�benefiting�nearly�all

families�making�less�than�$103,000.�

More children and young adults
would face diminished educational 
opportunities

Americans�have�always�recognized�the�vital

role�education�plays�in�creating�opportunity

for�children�and�spurring�innovation�and

economic�expansion�for�our�economy.�Unfor-

tunately,�when�it�comes�to�education,�the

differences�between�the�president�and�House

approaches�could�not�be�starker.�While�the

president�increases�support�for�the�most

vulnerable�children,�the�House�slashes�it.�

The�president�adds�$300�million�in�FY�2012

to�Title�I,�which�is�allocated�to�schools�with

high�numbers�of�poor�children,�while�the

House�would�cut�$700�million�from�the

current�funding�level�for�FY�2011.�If�the�House

bill�becomes�law,�957,000�students�would�be

affected�and�as�many�as�9,000�jobs�might�be

lost.29 The�president�would�also�add�$200

million�to�the�section�of�the�Individuals�with

Disabilities�Education�Grant (known�as�IDEA

part�B)�that�funds�special�education�services

for�children�with�disabilities.�The�House�bill

initially�cut�IDEA�funding�by�$558�million.�A

floor�amendment�restored�those�funds,�but

only�by�cutting�the�same�amount�from�two

other�important�K-12�programs—the�School

Improvement�Grants and�the�Teacher�Quality

Partnership�Grants�(TQP).�School�Improve-

ment�Grants�are�awarded�by�states�to�the

persistently�lowest-achieving�schools�to

pursue�one�of�four�strategies�aimed�at

improving�educational�outcomes. TQP�works�to

improve�teacher�quality�through�a�variety�of

training�and�professional�development�programs.�

These�programs�are�critical�to�helping

students�graduate�from�high�school�ready�to

succeed�in�college�and�ultimately�in�the�work-

force.�The�number�of�jobs�that�require�post-

secondary�education�has�been�climbing

steadily�since�1973.�As�a�result,�by�2018

America�will�need�22�million�new�workers�who

have�associate�degrees�or�better�and�4.7

million�workers�with�post-secondary�certifi-

cates.�Projections�show�that�we�will�be�short

at�least�three�million�workers�with�college

degrees30 unless�American�colleges�and

universities�can�graduate�10�percent�more

students�each�year.�Without�these�educated

workers,�our�economy�will�be�constrained�for

decades.

While�President�Obama�would�significantly

expand�higher�education�funding�for�low-

income�students,�giving�them�the�opportunity

to�contribute�to�a�growing�economy,�the�House

takes�the�opposite�approach.�The�president’s

budget�would�increase�Pell�grants by�nearly

$5.5�billion,�or�more�than�20�percent,�keeping

the�maximum�grant�at�$5,500,�while�the

House�would�cut�more�than�$5.6�billion,

lowering�the�maximum�grant�level�to�$4,705,

resulting�in�reduced�or�eliminated�grants�for

nearly�9.4�million�college�students.�While�the

president�maintains�the�Supplemental�Educa-

tional�Opportunity�Grants at�their�current

level,�the�House�would�eliminate�them�for�the

rest�of�FY�2011,�cutting�off�financial�aid�to�1.3

million�students.�
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Proposed Cuts Would Eliminate Proven Job-Training Programs

The House budget calls for terminating program year 2011 funding for the primary Workforce
Investment Act (WIA) programs that support job training for adults, youth and dislocated workers.
It also proposes deep cuts in others areas, such as eliminating funding to the highly successful
YouthBuild program, which helps low-income young people obtain their GEDs or high school
diplomas while learning job skills through building affordable housing for homeless and low-income
people. Together these programs have given millions of people the opportunity to learn the skills
necessary to become productive contributing members of society. Here are two examples:

YouthBuild

As a boy in Ohio, Mike Dean cut hair to put food on the table for his four siblings and got
them to school because their mom was hooked on drugs and alcohol. He was embarrassed
at school because roaches would crawl out of his clothes or notebooks. At 16, he fled his
home life and spent the next few years crashing at friends’ homes. At 17, he got his girl-
friend pregnant, dropped out of school and hung out with the wrong crowd, selling drugs.
Eventually, he and his girlfriend applied for YouthBuild and found teachers who
supported and cared about him. Mike earned his GED through YouthBuild and got decent
union construction jobs. Today, he is a YouthBuild program manager, helping other young
people. He started his own construction business, married his girlfriend and leads a
nonprofit that mentors young men. He is an ordained minister.

Mike’s story is not unusual.  From 2004 to 2008, 92 percent of YouthBuild participants
entered the program without their GED or diploma; 41 percent had been in the criminal
justice system and 23 percent had received public assistance. Despite these overwhelming
odds, 62 percent completed the program and 71 percent of graduates went on to college or
jobs averaging $8.87 an hour. Research published in 2007 shows a return on investment of
at least $10.80 for every dollar spent on a court-involved YouthBuild participant.

Workforce Investment Act

Tommy Roach, 49, was no stranger to work. He got his first job at a small grocery store in
Columbus, Ohio, at the age of 13 to support his family and has worked ever since. He
found he could make his living in after-market auto parts, working for seven years for
Action Crash Parts in Columbus before relocating to manage its West Liberty, Ky., branch
in 2001. Unfortunately, Action Crash Parts closed its West Liberty branch in 2007, leaving
Tommy without a job. He found employment with another after-market auto parts
company, but when the economy soured he was laid off again in late 2009.

Tommy knew it was time to think about a career change. He contacted a career adviser he
knew in the WIA office at Gateway Community Action Agency (GCAA) in West Liberty
who told him he could retrain for a new career for free in an Industrial Maintenance class.
Tommy jumped at the opportunity. Before he graduated last July, the knowledge Tommy
had gained and the contacts he made through GCAA helped him find a job at Acer Tech-
nologies, where he helps build prototype machines for the oil and gas industry. 



More people would be jobless

During�a�time�of�continuing�high�unemploy-

ment,�the�House�budget�slashes�job�training

and�employment�services,�while�the�presi-

dent’s�budget�leaves�these�programs�at�close

to�their�current�levels.�The�House�cuts�are�a

recipe�for�economic�misery.�A�third�of�the

unemployed�have�been�out�of�work�for�more

than�a�year.�Many�of�these�workers�are�finding

that�because�of�their�extended�unemploy-

ment,�their�job�skills�are�becoming�obsolete.�If

they�are�to�return�to�the�workforce,�they�need

help�updating�their�job�skills�and�finding�work.

Moreover,�our�economy�needs�more�“middle

skills”�workers—precisely�the�kinds�of�skills

provided�through�the�Workforce�Investment

Act�(WIA) programs.��

According�to�a�December�2009�report�by�the

Business�Roundtable,�more�than�60�percent

of�employers�reported�that�even�in�the�depths

of�the�recession,�candidates�lacked�the�skills

to�fill�available�positions.�Manpower�Inc.

found�that�the�top�10�occupations�with�the

greatest�skill�shortages�for�2009�include

middle-skill�occupations�such�as�nursing,

skilled�trades�(for�example,�electricians�and

welders)�and�machinists.�More�than�40

percent�of�manufacturing�jobs�in�2012�will

require�at�least�some�college�or�other�post-

secondary�training.31�

Yet�the�House�plan�would�eliminate�all�new

funding�for�WIA's�(title�I)�Adult,�Dislocated

Workers�and�Youth�formula�grant�programs�in

program�year�2011,�which�begins�July�1.

These�programs�provide�job-training�and�other

services�for�adults,�low-income�youth,�and

workers�who�have�been�laid�off.�Currently

these�programs�provide�job�training�or�other

employment�services�to�eight�million�people.

If�the�House�cut�goes�into�effect,�there�would

be�no�new�funds�available�July�1,�2011,�and�it

appears�that�only�a�small�fraction�of�full-year

WIA�funding�would�remain�available�from�the

advance�and�carryover�funds�to�enroll�new

participants�and�fund�program�operations.

Moreover,�the�problem�would�be�worse�in�the

areas�with�the�most�need.�States�and�local

areas�that�have�provided�increased�levels�of

services�to�meet�demand�would�likely�have

very�little,�if�any,�carryover�funds�to�provide

training�or�services�to�new�participants�after

July�2011.32 (See�box�on�page�15�for�a

description�of�how�WIA�and�other�job-training

programs�help�put�people�to�work.)
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Community Services Block Grants: A Proven Record of Changing Lives

From providing job training that leads to stable employment to helping children start the school
year with the school supplies they need to succeed, Community Services Block Grants (CSBG)
change lives every day. But under the House budget plan, funding for CSBG would be nearly
eliminated for the remainder of FY 2011, leaving communities and families without vital funds for
overcoming poverty and contributing to the nation’s economy. Most disappointing, President
Obama proposes cutting CSBG funding in half in FY 2012. Here are a few examples of the many
ways CSBG-funded programs help:i

• Community Action Partnership in Lewiston, Idaho, helps families build economic security 
through a program called Circles. Supportive services such as meals, child care and indi-
vidual family advocates, called “Circle Allies,” eliminate potential barriers to participation.
Despite the economic downturn, 43 percent of participants got a better job, with average 
earned incomes increasing by 58 percent. Sixty-seven percent were able to pay off a credit 
card or payday loan and 60 percent opened or added money to a bank account.  

• The Indiana County Community Action Program in Pennsylvania organized and managed  
a community-wide “Back to School Bash,” which involved 89 businesses, service agencies 
and churches working together to ensure that low-income children had a positive start to the 
school year. The event featured more than 52 booths that provided children with new back-
packs, school supplies, clothing, haircuts, retail gift cards, food and entertainment, turning a 
stressful time for families with limited incomes into a celebration of the coming school year.

• When the community experienced a sudden large increase in evictions and other housing 
crises, Southeastern Vermont Community Action (SEVCA) assembled a multi-agency 
Housing Task Force to respond quickly when eviction was to occur within 48-72 hours. 
It streamlined the application process, allowed for more efficient service delivery and 
stretched the available dollars to help more families. Of 143 households assisted, 132 fami-
lies were stabilized in their current housing, five found new housing, three were assisted in
moving in with other family members and another three secured Section 8 housing.

• Solid Ground Washington, a Seattle Community Action Agency, launched a pilot project to
cut childhood obesity in a state where almost one in four children in grades eight to 12 is 
obese or overweight.  The project provided 4,000 hours of on-site nutrition and fitness 
education during the school day and after-school activities, reaching 1,500 school children. 
The agency also organized family-oriented food and fitness activities with community 
organizations.  

• Through regular CSBG funding, as well as additional CSBG American Recovery and Rein-
vestment Act funds, the Hinds County Human Resource Agency in Mississippi was able to 
expand critical job training efforts during a time of high unemployment. As a result, 167 
participants found employment and 45 graduated with certifications in the medical field 
from the Healthcare Institute of Jackson.  

iCommunity Services Block Grant American Recovery and Reinvestment Act Success Stories FY 2009,

National Association of State Community Services Programs, http://nascsp.org/data/files/csbg_publica-
tions/success_stories/csbg%20arra%20success%20stories%20-%20final.pdf.



More communities would need to cut
crucial services

Both�the�president’s�budget�for�FY�2012�and

the�House�plan�for�the�remainder�of�FY�2011

would�cut�essential�community�service�funds,

weakening�the�agencies�that�provide�job

training,�weatherization,�emergency�food,�Head

Start�and�a�range�of�other�programs.�In�addition

to�assisting�community�residents�in�getting�the

help�they�need,�these�agencies�fill�a�crucial�role

as�community-builders,�bringing�people

together�to�identify�problems�and�find�solutions.

The�president’s�budget�would�cut�the�Commu-

nity�Services�Block�Grant�(CSBG) from�$700

million�to�$350�million,�dramatically�reducing

the�funds�used�by�the�nation’s�1,065�commu-

nity�action�agencies�to�reduce�poverty.�The

House�budget�attacks�community�services

even�more�precipitously,�cutting�$305�million

for�FY�2011,�which�effectively�eliminates�all

federal�funding�for�the�remainder�of�the�fiscal

year.�These�proposed�cuts�make�no�sense�in

our�current�economy.�Community�action�agen-

cies�generate�$6.54�from�state,�local�and

private�sources�for�every�federal�dollar�
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CDBG: Protecting Programs that Protect the Most Vulnerable

Carole Coppens, executive director of the YWCA of Binghamton/Broome County in Binghamton,
N.Y., doesn’t mince words. If proposed budget cuts in the Community Development Block Grant
(CDBG) program are enacted, the group’s emergency women’s shelter “would most likely have to close.”

The shelter, which serves more than 300 women and children a year, many victims of domestic
violence, is the only facility of its kind in the community. CDBG funds, which come to the program
through the City of Binghamton annual Emergency Shelter Grant, are the shelter’s primary funding
source, paying the salaries for a case manager and security personnel. But under the House budget
plan for FY 2011, nearly $2.5 billion, or two-thirds of the current CDBG funding, would be cut,
forcing programs like Coppens’s to shut their doors or dramatically reduce services.

Maureen Powers, CEO of YWCA of Lancaster, Pa., said cuts in CDBG funding would likely force
her to lay off counselors in the organization’s Sexual Assault Prevention and Counseling Center,
which counsels 700-1,000 direct service clients annually. That would mean starting a waiting list for
people who have been sexually assaulted. “One-third of our direct service clients are children, and
we really should not have a waiting list for child clients. It takes a lot for them to disclose sexual
abuse to begin with,” said Powers.

She gave an example of how the program helped a 14-year-old girl and her family after they went
to the police to report that she had been sexually assaulted by a family “friend”:  

The man was eventually charged with assaulting six young teen-age girls...We counseled her 
and her family through the entire process, accompanying her at the hospital, to hearings and 
the trial as well.  Her parents wrote a letter thanking us profusely for our services to their 
daughter and to them.

Powers said CDBG funds are critical for maintaining services to survivors of sexual assault, many of
whom suffer from post-traumatic stress disorder. “They are the most vulnerable of the vulnerable,
and must be protected.” 



provided.�They�served�more�than�20�million

low-income�people�in�2009,�including�5

million�children,�2.3�million�seniors�and�1.7

million�people�with�disabilities.�As�a�result�of

the�services�provided,�3.8�million�people

were�better�prepared�for�work,�got�a�job

and/or�increased�their�earnings.�Families

were�strengthened�through�child�and�family

development�programs�involving�3.6�million

people.�Especially�important�during�hard

times,�15.7�million�struggling�individuals�and

families�received�emergency�assistance.��

In�addition�to�cuts�in�funding,�the�president’s

budget�calls�for�new�competition�for�the

remaining�CSBG�funds.�This�is�less�reason-

able�than�it�sounds.�The�combination�of

slashing�the�funds�in�half�and�beginning�a

process�that�might�significantly�alter�service

delivery�is�likely�to�result�in�major�service

disruptions�at�a�time�when�poverty�and

joblessness�remain�high.�(See�box�on�page

17�for�a�description�of�how�CSBG�helps�boost

communities�in�need.)

The�president�also�proposes�to�cut�$306

million�from�the�Community�Development

Block�Grant�(CDBG) program,�which�provides

communities�with�flexible�funding�to�meet�a

range�of�needs�from�housing�construction�to

street�repairs�to�services�that�help�victims�of

domestic�violence.�While�this�7.6�percent

reduction�is�troubling,�it�pales�in�comparison

with�the�House�proposal�to�cut�$2.49�billion

from�CDBG�–�a�62�percent�reduction.�(See�box

on�page�18�for�a�description�of�how�communi-

ties�use�CDBG�funds�to�staff�women’s�shelters

and�help�victims�of�sexual�assault.)

Several�of�the�proposed�cuts�could�also�have

a�direct�impact�on�community�crime�levels.

For�example,�the�House�slashes�services�to

combat�youth�crime�from�$424�million�to

$233�million—a�45�percent�drop�for�the

remainder�of�the�fiscal�year.�The�House�speci-

fies�that�$91�million�of�the�total�cuts�would

result�from�the�elimination�of�a�set�of�demon-

stration�projects.�The�administration’s�budget

also�makes�substantial�reductions�in�youth

justice�services,�dropping�funding�by�34

percent.�These�are�cuts�few�communities�can

afford.�According�to�the�Children’s�Defense

Fund,�one�in�three�African�American�boys�and

one�in�six�Hispanic�boys�are�at�risk�of�being

incarcerated�during�their�lifetimes.�Programs

like�the�Juvenile�Detention�Alternative�Initia-

tive,�which�operates�in�100�jurisdictions�in�24

states�plus�the�District�of�Columbia,�have

been�highly�successful�in�diverting�youth�from

crime,�particularly�by�keeping�them�out�of

correctional�facilities.�One�program�in�Santa

Cruz,�Calif.,�reduced�its�juvenile�hall�popula-

tion�from�50�to�20�youths�per�day�and�saw

juvenile�felony�arrests�decline�by�36�percent

over�a�10-year�period.33 While�all�existing

programs�to�prevent�or�respond�to�youth�crime

may�not�be�as�effective,�efforts�should�be

made�to�replicate�the�most�successful�ones

rather�than�simply�end�services.

Saving Our Economy and Helping Those in Need |19



Structural Budget Proposals
Set a Dangerous Precedent

It�seems�that�every�day�someone�in�Congress

floats�a�new�proposal�to�change�the�funda-

mental�rules�by�which�America�decides�what

our�collective�priorities�are�and�how�we�will

pay�for�them.��

Proposals�in�the�new�Congress�include:

• Several�balanced�budget�amendments

to�the�Constitution;

• Legislation�capping�federal�spending�

at�a�percentage�of�gross�domestic�

product;

• Rigidly�low�multi-year�caps�on�

domestic�(and�some�international)�

spending;�and

• Automatic�cuts�to�enforce�these�

proposals.

In�addition,�the�House�has�already�replaced

the�even-handed�“pay-as-you-go”�rule�with�the

lopsided�“cut-go”�rule.�Under�pay-as-you-go

any�new�programs�and�tax�cuts�were�required

to�be�“budget�neutral,”�meaning�they�needed

to�be�paid�for�with�new�revenues�or�savings

from�cuts�in�existing�programs.�Cut-go�only

allows�new�or�expanded�programs�by�cutting

other�spending;�funding�new�services�by

increasing�revenues�is�not�permitted�under

these�rules.��On�the�other�hand,�proposals�to

reduce�taxes�do�not�need�to�be�paid�for,�no

matter�how�much�they�deepen�the�deficit.�

All�of�these�proposals�share�a�common�flaw:

they�reject�revenue�increases�as�part�of�a

balanced�solution�for�reducing�the�federal

deficit�and�debt.�Moreover�they�would�remove

the�responsibility—and�the�ability—to�make

prudent�revenue�and�spending�decisions,�tax

by�tax�and�program�by�program,�from�the

shoulders�of�today’s�leaders.�But�our�annual

deficit�and�our�total�debt�are�simply�too�large

to�be�solved�solely�by�spending�cuts.�For

example,�eliminating�a�fiscal�gap�of�4.9

percent�of�GDP�by�2050�just�by�cutting

spending�“would�require�a�22�percent�reduc-

tion�in�all�programs—including�Social�Security,

Medicare,�defense�and�anti-terrorism�activi-

ties,�education,�veterans’�benefits,�law

enforcement,�border�security,�environmental

protection,�and�assistance�to�the�poor�—�every

year�over�the�entire�2011-2050�period.”34�

In�addition,�many�of�these�proposals�require

deficit�reduction�to�fall�disproportionately�or

entirely�upon�a�relatively�small�segment�of�our

total�budget,�a�subset�of�domestic�(and�some

international)�spending.�Given�the�size�of�our

current�deficit,�cutting�only�from�a�portion�of

domestic�spending�that�constitutes�less�than

a�fifth�of�our�total�budget�simply�cannot�solve

our�federal�deficit�and�debt,�but�it�will�cause�enor-

mous�pain�and�cripple�our�economic�future.35�

Beyond�these�overarching�problems,�many�of

the�proposals�embrace�a�mixed-up�and

misunderstood�notion�of�budget�reality.�They

need�to�be�challenged�immediately.�What

follows�is�a�close�look�at�the�myth�and�reality

behind�several�of�the�proposals:

Myth:�States manage to comply with constitu-

tional balanced budget requirements so the

federal government can and should do the

same.

Reality:�In fact, the opposite is true. In

complying with their balanced budget require-

ments during hard times, states weaken the

economy by cutting jobs and services. But

because the federal government is not so

constrained, those ill effects are reduced.
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During�this�economic�downturn,�states�have

been�forced�by�their�balanced�budget�require-

ments�to�lay�off�hundreds�of�thousands�of

workers.�These�layoffs�have�markedly�wors-

ened�their�state�economies,�increased�hard-

ship�and�delayed�economic�recovery.36�More-

over,�an�important�reason�that�states�have

managed�to�continue�essential�services�and

retain�as�many�employees�as�they�have�is

because�the�federal�government�provides

counter-cyclical�funds�that�immediately�and

automatically�become�available�when�the

economy�begins�to�contract�as�part�of�the

regular�business�cycle.�These�new�funds

support�state�residents�and�strengthen�state

economies�and�revenues.�Because�the

federal�government�is�free�of�an�annual

balanced�budget�constraint,�it�is�able�during

recessions�to�sustain�programs�that�funnel

money�into�the�state.�These�programs�include

unemployment�insurance,�food�stamps�and

Medicaid.�When�the�economy�begins�to�falter,

such�programs�kick�in�immediately�and�auto-

matically,�providing�economic�stimulus�and

individual�relief�long�before�the�state�or�local

governments�can�react.�They�are�only�possible

because�the�federal�government�can�borrow

to�fund�them.�

In�addition,�in�the�last�two�recessions,�the

federal�government�has�been�able�to�provide

important�additional�state�fiscal�relief,�most

recently�through�ARRA,�which�enabled�states

to�continue�a�host�of�essential�services,

including�preserving�the�jobs�of�more�than

375,000�K-12�teachers,�absorbing�higher

shares�of�Medicaid�costs�and�a�wide�range�of

other�services,�including�rehabbing�public

housing;�providing�affordable�child�care;�and

creating�240,000�temporary�jobs�through

Temporary�Assistance�for�Needy�Families.�In

addition,�the�federal�government�had�the

capacity�to�help�state�residents�directly

through�additional�unemployment�insurance

expansions,�increased�food�stamp�benefits

and�assistance�for�the�unemployed�in�paying

for�health�insurance�premiums.�These

programs�provided�essential�support�for

workers�and�their�families.�They�also�helped

the�states�live�within�their�balanced�budget

requirements�by�bringing�new�funds�into�the

states,�expanding�their�economies�and

preserving�revenues.�Once�again,�they�were

only�possible�because�the�federal�government

could�borrow.�

Myth:� Historical spending averages tell us all

we need to know to set federal spending

levels. 

Reality:�This assumption, which underlies

efforts to both balance the budget and place

caps on federal spending as a share of gross

domestic product (GDP), fails to recognize

that there may be times when the nation can

safely spend less than the historic average

and times when it should, and must, spend

more. 
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Our annual deficit
and our total debt
are simply too large
to be solved solely
by spending cuts. . . 

Cutting only from a
portion of domestic
spending that consti-
tutes less than a fifth
of our total budget
simply cannot solve
our federal deficit
and debt, but it will
cause enormous pain
and cripple our
economic future. 

“



In�fact,�we�have�safely�and�appropriately

exceeded�the�levels�set�in�these�proposals�at

critical�times�in�our�nation’s�history.�For

example,�federal�spending�during�World�War�II

exceeded�40�percent�of�GDP.37 The�historical

average�approach�also�ignores�important

changes�in�our�society�and�government,

including�our�aging�population,�substantial

increases�in�health�care�costs,�and�new

federal�responsibilities�in�areas�such�as

homeland�security,�veterans’�health�care�and

prescription�drug�coverage�for�seniors.�Under

President�Reagan,�federal�spending�averaged

22�percent�of�GDP,�more�than�allotted�in�any

of�the�current�proposals,�at�a�time�when�no

baby�boomers�were�retired�and�health�care

costs�were�more�than�one-third�lower�as�a

share�of�the�economy�than�they�are�today.�As

the�federal�government’s�responsibilities

change,�so�must�its�appropriate�spending.�

Myth:�The balanced budget amendment and

legislative caps on federal spending are

responsible approaches that will preserve our

country’s long-term economic health.

Reality:�Both approaches pose significant

dangers to our nation. 

They�would�prevent�us�from�responding�to�a

wide�range�of�crises,�from�recessions�and

joblessness�to�the�need�to�protect�our�global

competitiveness�to�our�deepening�poverty

and�income�inequality.�They�would�tie

America’s�hands�in�dealing�with�emergencies

we�cannot�foresee.�There�is�widespread

agreement�among�economists,�for�example,

that�the�recent�recession�would�have�been�far

more�devastating,�affecting�even�more�people

and�lasting�longer,�without�the�temporary

spending�through�ARRA,�which�was�only

possible�because�the�federal�government

could�exceed�the�caps�that�would�have�been

set�by�these�proposals.38

All�of�these�structural�changes�would�target

spending�to�the�exclusion�of�revenue,

resulting�in�disproportionate�harm�to�a�very

large�swath�of�Americans—the�one-third�living

in�or�near�poverty.�These�families�have�seen

their�standard�of�living�drop�over�the�last

decades.39 Their�children�are�most�likely�to�be

the�ones�who�will�fall�behind�in�school�and

who�will�struggle�all�their�lives�because�of�the

recession.40 It�is�precisely�these�families�that

can�least�afford�to�bear�the�cost�of�deficit

reduction.�

Reducing�the�federal�deficit�is�a�means�to�an

end—the�strongest�possible�economic�future

for�the�nation.�Major�steps�toward�deficit

reduction�should�be�gradual�and�long�term.

The�solutions�will�be�much�easier�and�the

resulting�pain�much�less�severe�if�we�wait

until�the�economy�is�stronger�and�don’t�try�to

fix�the�deficit�overnight.��

When�we�do�embark�on�a�deficit�reduction

plan,�it�should:

• Not rely primarily on cuts in domestic 

appropriations, which are not the 

cause of the ballooning federal deficit. 

According�to�the�Center�on�Budget�and�

Policy�Priorities,�the�economic�down-

turn,�the�Bush�tax�cuts�and�the�wars�in

Afghanistan�and�Iraq�together�make�up

virtually�the�entire�deficit�over�the�next�

10�years.41 Total�spending�for�all�federal

programs�other�than�Medicare,�Medi-

caid�and�Social�Security—which�

includes�both�appropriations�and�

federal�entitlement�programs�other�

than�these�“big�three”—is�projected�to�

shrink�as�a�share�of�the�economy�in�

coming�decades.�These�programs�will�

consume�a�smaller�share�of�the�
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Federal Funds Help Charities and Local Governments Meet Growing Need

During the past two years, as unemployment soared and significantly more people struggled to
meet basic needs, many charities and local governments could not keep up with the demand. They
would have been far more strapped without federal funds.  

Catholic Charities, for example, which serves more than nine million people a year, has seen enor-
mous increases in requests for services. The organization surveyed its local agencies in the third
quarter of 2010i and found that 74 percent reported increases in emergency financial assistance, 71
percent in utilities assistance, 64 percent in food assistance, 58 percent in rent or mortgage assis-
tance and 45 percent in counseling or mental health services.

Many of these agencies are already unable to handle the requests they get. In Yakima, Wash.,
programs that have been in operation for 15-20 years have been discontinued—including those for
child care, pregnancy counseling and medical case management. In Wheeling, W.V., there has been
a 35 percent increase in requests for food and utility assistance, but due to lack of funds, the agency
can only assist a fraction of those seeking aid. In Pueblo, Colo., the housing and homeless preven-
tion program went from seeing 346 clients in the third quarter of 2009 to 650 this year—but still
turned 1,500 people away.

Catholic Charities relies on many funding sources, including private donations, but over two-thirds
of its funds come from government entities. If those funds are cut, they will have to turn away even
more people.

Similarly, the U.S. Conference of Mayors annually surveys members on hunger and homelessness.ii

In 2010, every one of the 27 cities surveyed reported that the number of requests for emergency
food assistance increased over the past year for a wide range of constituencies:

• 56 percent were people in families, 

• 30 percent were employed, 

• 19 percent were elderly, and 

• 17 percent were homeless. 

Particularly troubling, nine in 10 of the cities reported an increase in the number of people
requesting food assistance for the first time, with 68 percent characterizing the increase as substan-
tial. This resulted in a 17 percent average increase in the pounds of food distributed, with The
Federal Emergency Food Assistance Program (TEFAP) providing one out of every four dollars
spent on food. Despite the increase in food distribution, the 12 cities able to estimate the percent of
unmet demand reported that an average of 23 percent of all persons needing assistance did not
receive it. Based on current projections of economic conditions and unemployment, officials in all
but one of the cities expect requests for emergency food assistance to increase over the next year.

iSnapshot Survey 3rd Quarter 2010: A Watershed Moment in American Poverty, Catholic Charities,
http://www.catholiccharitiesusa.org/Document.Doc?id=2433.  
iiHunger and Homelessness Report: A Status Report on Hunger and Homelessness in America’s Cities, 
U.S. Conference of Mayors, December 2010, http://www.usmayors.org/pressreleases/uploads/2010_

HungerHomelessness_Report-final percent20Dec percent2021 percent202010.pdf.



nation’s�resources�in�2050�than�they�do�

today.�It�is�neither�practical�nor�in�the�

national�interest�to�try�to�solve�the�long-

term�fiscal�problem�by�concentrating�cuts

on�domestic�appropriations.42�

• Include equitable revenue increases. 

At�least�half�the�deficit�reduction�

should�come�from�revenue�increases,�

including�closing�corporate�tax�loop-

holes,�identifying�tax�credits�that�do�

not�produce�the�intended�benefits�and�

increasing�taxes�on�those�who�can�

most�afford�to�pay.�

We�applaud�the�president’s�proposals�

to�increase�revenues.�His�proposals�

include�imposing�fees�on�those�

responsible�for�the�financial�crisis,�

which�would�raise�$30�billion�over�10�

years;�taxing�hedge�fund�managers’�

and�other�dealers’�earnings�as�ordi-

nary�income,�and�not�at�the�lower�

capital�gains�rate�(worth�$2.7�billion�

over�10�years);�reducing�the�value�of�

certain�tax�expenditures�(raising�$321�

billion�over�10�years);�capturing�more�

revenues�from�companies�operating�

internationally�(worth�$129�billion�over

10�years);�and�ending�tax�breaks�for�

the�oil�and�gas�industries�(saving�$46�

billion�over�10�years).�These�are�just�

some�of�the�possible�revenues�avail-

able�to�Congress�that�can�be�used�to�

reduce�the�deficit�while�protecting�

important�national�investments.��

However,�the�need�is�too�great�to�use�

all�the�revenues�generated�from�

closing�corporate�loopholes�to�pay�for�

the�corporate�tax�rate�reduction,�as�

the�president’s�budget�proposes.��

While�it�may�make�sense�to�use�some�

of�those�revenues�for�that�purpose,�we�

must�also�increase�net�revenues�from�

America’s�businesses.�Business�

should�pay�its�share�of�the�government

functions�it�needs�to�succeed—every

thing�from�transportation�systems�to�

workforce�education.

• Reduce wasteful spending and protect 

low-income people from harm.

Spending�cuts�must�come�from�the�

entire�budget,�including�military�or�

security�spending�that�has�essentially�

gone�without�scrutiny�for�decades.�

Spending�cuts�should�not�make�lower-

income�individuals�and�families�worse�

off.�Some�among�us�simply�cannot�

afford�even�a�tiny�share�of�the�cost�of�

deficit�reduction.�If�they�are�harmed,�

their�ability�to�contribute�to�our�

economic�prosperity�in�the�future�will�

be�weakened.��
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Just as federal invest-
ments following World
War II paved the way
for the largest middle-
class expansion in
history and made it
possible to pay off the
huge post-war deficit,
the best way to recover
from the Great Reces-
sion is to make strategic
investments that will
spur job creation, build
a stronger economy and
allow for a more rapid
reduction of the deficit. 

“



Conclusion 

The�multitude�of�benefits�government

provides�are�so�deeply�ingrained�in�our�society

that�many�people�don’t�think�of�them�as

government�programs�at�all.�A�recent�study

shows�that�more�than�one�in�three�seniors

does�not�know�that�Medicare�is�a�government

program.�More�than�half�the�people�who�take

the�home�mortgage�deduction,�the�child�and

dependent�care�tax�credit,�or�the�Earned

Income�Tax�Credit�—�and�who�use�many�of�the

most�popular�tax�benefits�to�save�or�pay�for

higher�education�—�don’t�believe�they�have

ever�used�a�government�social�program.�And

more�than�one�in�three�beneficiaries�of

programs�like�unemployment�insurance,

social�security,�the�GI�bill,�Pell�grants�or�social

security�disability�benefits�have�no�idea�these

are�services�provided�by�government.43 The

range�of�these�programs�shows�how�integral,

and�how�invisible,�the�role�of�the�federal

government�is�to�our�prosperity�—�from�our

earliest�moments�to�our�last�years.�But�invis-

ible�does�not�mean�undesirable�or�unneces-

sary.�We�all�benefit�from�the�wise�investments

our�government�makes.�

Just�as�federal�investments�following�World

War�II�paved�the�way�for�the�largest�middle-

class�expansion�in�history�and�made�it

possible�to�pay�off�the�huge�post-war�deficit,

the�best�way�to�recover�from�the�Great�Reces-

sion�is�to�make�strategic�investments�that�will

spur�job�creation,�build�a�stronger�economy,

and�allow�for�a�more�rapid�reduction�of�the

deficit.

We�call�upon�Congress�to�reject�the�irrespon-

sible�spending�cuts�contained�in�the�House

budget�proposal�and�work�together�to�boost

job�creation�and�strengthen�our�economy

without�undermining�the�needs�of�our�most

vulnerable�people.
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