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Economists and politicians may have missed the mark on their trickle down 
theorizing in the past, but we are seeing today a troubling variation on the same 
theme. 
 
The combination of federal social policies, tax cuts that favor the wealthy, 
appropriations for the war against Iraq, and the economic recession is leading to 
substantial reductions in federal expenditures on vital anti-poverty programs at 
the national, state, and local levels. In this context, the trickle down effect means 
that federal fiscal policy adversely affects low-income children, women, and men 
living in city neighborhoods and suburbs, small towns and rural communities 
throughout the United States. 
 
National Economic Indicators and the Federal Budget 
In February 2003, the national unemployment rate was 5.8%; it is projected to 
remain at this level until June 2003.1 An estimated 11.7% of the population or 32.9 
million people in the United States are living below the official federal poverty 
line2 ($15,260 for a family of 3).3 And many millions more have difficulty feeding 
and housing their families. Approximately 16.3% of the children in the United 
States are living in poverty.4 
 
The projected federal deficit for FY03 is $304 billion.5 The federal tax cuts 
proposed by President Bush for fiscal year 2004 (10-year plan) is $726 billion; the 
Senate is proposing a $350 billion tax cut.6 
 
Impact on Federal Programs 
The House Budget Resolution includes cuts to selected programs, many of which 
assist vulnerable, disadvantaged, and at-risk populations. In its Resolution, the 
House requires $265 billion in cuts over the next 10 years in mandatory or 
entitlement programs.7 As much as $165 billion or 62% of these cuts will target 
programs for low-income children and adults.8 The Senate Budget Resolution 
does not contain these provisions; the differences between the two resolutions 
are currently being negotiated in conference committee. 
 



Department of Education  
The House Budget Resolution for FY04 eliminates 45 Education Department 
programs, freezes spending on the Child Care Development Block Grant, and 
makes the following cuts:9 
$400 million After-school programs  
$300 million Vocational education 
$50 million  State and Drug Free School Program 
 
Department of Health and Human Services 
In his budget proposal, President Bush asked for $265 billion in cuts to health, 
nutrition, and child welfare programs. Under the House’s budget plan, over a 
ten-year period, the low-income mandatory programs will experience the 
following cuts:10 
$92.1 billion  Medicaid and State Children’s Health Insurance Plan (SCHIP) 
$18.5 billion Supplemental Security Income (SSI) 
$13.8 billion Earned Income Tax Credit (EITC) 
$12.5 billion Food Stamps 
$ 7.9 billion Temporary Assistance to Needy Families (TANF) 
$ 5.8 billion Child Nutrition 
$ 3.7 billion Foster Care and Adoption Assistance 
$ 1.2 billion Child Care 
 
Department of Labor 
The House budget for FY04 proposes the following cuts to the Department of 
Labor programs covered by the Workforce Investment Act:11 
$166 million  Dislocated Worker Programs 
$127 million  Youth Activities Programs 
$83 million Migrant and Seasonal Farmworker Programs   
$50 million  Adult worker Programs  
$44 million Youth Opportunity Grants 
 
Illinois Economic Indicators and the Illinois State Budget 
The effects of the economic and budgetary situation at the national level are 
evident at the state level. In January 2003 the unemployment rate in Illinois was 
6.3%.12 A total of 244,303 people in Illinois live below the federal poverty line 
(May 2002),13 which includes 14.3% of all Illinois children.14 
 
The Illinois state budget deficit is projected to be $4.8 billion by the end of June 
2004.15 The Governor has ordered all agencies to reduce administrative expenses 
by 10%.16 The proposed FY04 budget reduces total expenditure by $500 million.17  



Impact on State Programs 
The House Budget Resolution has serious repercussions for federal programs 
that assist Illinois children and adults. The estimated reductions for program 
expenditure in Illinois over the next 10 years are:18  
$2.8 billion  Medicaid and State Children’s Health Insurance Plan (SCHIP) 
$710 million Supplemental Security Income (SSI) 
$623 million Food Stamps  
$534 million Earned Income Tax Credit (EITC) 
$275 million Temporary Assistance for Needy Families (TANF) 
$248 million Foster Care 
$222 million Child Nutrition  
$56 million Childcare 
 
Illinois Department of Human Services 
Due to budget cuts, the Department has reduced its staff by 26% or 1,100 people 
(300 laid off and 800 early retirements) during 2002 and 2003.19 Eleven local 
service offices are proposed to close throughout the state. 
 
Chicago Economic Indicators and the City of Chicago Budget 
The same trends seen at the national and state levels are also affecting Chicago, 
which has even higher unemployment and poverty rates. In January 2003, 
unemployment in Chicago was 7.1%.20 An estimated 20% of people in Chicago 
are living under the poverty line; 30% of children; and 21% of senior citizens.21 
The City’s FY 04 budget shortfall is estimated to be as high as $116 million.22  
 
Impact of Projected Revenue Shortfalls on City Programs 
Projected cuts to the City departments were not yet announced at the time the 
newsletter went to press. However, significant cuts to all programs are expected 
to offset severely reduced revenues from federal, state, and local sources. 
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