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Executive  Summary

When the U.S. economy was officially declared in recession in 2008, Michigan’s 

economy had already been in recession for at least five years, fueled by the economic 

collapse of the domestic auto industry and a massive loss of jobs. Even after billions 

in federal bailout money, jobs continue to be lost and more and more families are 

falling into poverty. 

• Detroit has the highest poverty rate of any large American city, 33.8%, 

and nearly half of Detroit’s children are poor. In February 2009, 

metropolitan Detroit had the highest unemployment rate of any large 

metro area, 13.6%. Its most recent loss of population is second only to 

New Orleans in the aftermath of Hurricane Katrina. 

• Before the national recession, Detroit’s child health indicators were among 

the worst in the country. Nearly 4 out of 10 young children were under-

immunized. Six out of ten Medicaid children with persistent asthma did 

not see a doctor, with most ambulatory visits occurring in hospital 

emergency departments. The city’s pediatric asthma hospitalization rate is 

triple that of Michigan, and more than half of the state’s asthma deaths 

from 2004 to 2006 were Detroit children.

• Detroit has a severe shortage of primary care doctors. Low Medicaid 

reimbursement rates drive physicians out of the Medicaid system and are 

making things worse. 

• Before the national recession, Detroit’s children were doing very poorly in 

school. By seventh grade, about six out of ten Detroit students were 
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behind in reading. Detroit has the worst high school graduation rate of any 

large city, with only 37.5% graduating.

The Recession’s Impact on Children

Detroit’s children may represent the first evidence of a “recession generation” emerging 

in the U.S.

• Losing a job often means losing employer-provided health benefits. More 

uninsured puts more financial strain on the state Medicaid system and on 

hospitals for uncompensated care. We are already seeing hospitals cut services 

and delay infrastructural and technological improvements. 

• Like most American cities, there has been an increase in food insecurity and 

hunger among Detroit’s children and families. But in Detroit, access to 

healthy food was already extremely problematic, and far too many children 

had diets high in salt, sugar and fat without fresh produce and other healthier 

choices. Continued poor nutrition can compromise children’s opportunities for 

educational success.

• Educational opportunities are also threatened, by proposed teacher layoffs and 

school closings, because of a more than $300 million budget deficit. As many 

as 7,500 students may have their educational placement disrupted. 
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Children’s Health Fund Recommendations

1. Federal bailout funds targeted for Detroit-based industries should include explicit 

resources to strengthen safety net programs for children, including expanded community 

health center programs and expanded current social service programs, including Head 

Start and Early Head Start. The state should actively encourage new grantees to apply for 

these federal funds.

2. Medicaid reimbursement rates should be substantially enhanced for physicians 

practicing in distressed and medically underserved communities in Michigan.  Medicaid 

and other public programs should provide adequate support for disease management and 

prevention in the context of a “medical home.”

3. Emergency federal resources should be made available to bolster neighborhood 

schools in terms of physical plant and infrastructure, essential supplies, enhanced teacher-

student ratios, and re-instatement of school-based physical activities and cultural 

enrichment opportunities. These funds should not be encumbered by requirements for 

state matching funds. 

4. Children should be fully protected from loss of health insurance when the family 

bread-winner loses employment. The existing COBRA program does not adequately 

afford this protection.

5. Congress and the Administration should move expeditiously to pass health insurance 

reform that guarantees coverage for all children.
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W  hy Detroit?   Why Now?  

The U.S. economy was officially declared in recession in December 2008. By 

then it was clear that the country had been in recession for at least a year.1 2 Michigan, 

however, had been in recession since at least 2003, largely due to the financial decline of 

domestic automakers. Statewide, more than 700,000 jobs have been lost over the decade, 

and the state’s Gross Domestic Product (GDP) has fallen almost 10%.3 

The economic collapse of the auto industry has had a profound impact on the city 

of Detroit. By 2006, metropolitan Detroita was showing the greatest decline of any U.S. 

market. Between 2000 and 2005, the metro area lost more than one-fourth, 26.6%, of its 

manufacturing jobs.4 According to the Brookings Institution, it had become one of the 

nation’s leading centers of concentrated poverty.5 

U.S. Census Bureau data released in 2007 show that Detroit has lost more 

population than any urban area in the country except for New Orleans in the aftermath of 

Hurricane Katrina. This is the continuation of a longstanding trend. In 1950, Detroit’s 

population was 1,849,568.6 By 2007, the city’s population had shrunk by half, to only 

916,952.7 Fueling this loss of population and increased concentration of poverty has been 

the economic decline of the auto industry.8 Ford, General Motors, and Chrysler are three 

of the top four employers in Detroit.9 This loss of jobs and income in Detroit contributed 

to Michigan being the only state in the country whose poverty rate increased and median 

household income declined in 2007 – which is not surprising since, in 2006, the auto 

industry cut more than 80,000 employees in their attempts to restructure their business 

model.10 

a Detroit, Livonia, Dearborn
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Even with federal help to the auto industry in 2008 and 2009, the economic 

climate in Detroit has continued to worsen. After a $13.4 billion bailout, General Motors 

announced plans to reduce its workforce by 10,000 white collar employees – that’s a 14% 

cut. These employees provide livelihoods for families that include some 15,000 children. 

In addition, executives who keep their jobs may have a 10% pay cut; for other 

workers, the pay reductions are likely to be up to 7%.11 It is not surprising that 

metropolitan Detroit had the nation’s highest home foreclosure rate in 2007. Foreclosures 

were filed on 41,273 homes, affecting nearly 5% of Detroit’s households. This was up 

68% from the previous year.12 And the number of vacant housing units in Detroit has 

doubled to 200,000 during this decade.13 

This graph from the Bureau of Labor Statistics14 illustrates the unemployment 

trend in Michigan. The January 2009 unemployment rate for Detroit was 13%.15
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Detroit’s Children

With one of the country’s lowest urban median household incomes ($28,097), 16 

Detroit has the highest poverty rate of any large U.S. city, 33.8%.17 More than half, 

55.5%, of the city’s children are on Medicaid,18 and nearly half, 48%, live in families 

with incomes below the federal poverty level. That’s more than 110,000 children living 

in poverty.19 For comparison, the state with the highest child poverty rate is Mississippi, 

at 29%. In Michigan, 19% of children are poor.20

In Detroit, according to the National Center for Children in Poverty, Columbia 

University Mailman School of Public Health, prior to the national recession, two-thirds of 

low-income children lived in a family in which at least one parent worked. However, 

barely one family in four, 28%, had an annual income of 200% of the federal poverty 

level or higher. (For a family of three, by 2009 standards, 200% of poverty is an income 

of only $36,620.21) Minimum wage jobs pay about half of what is needed to afford 

necessities like rent and food for a single parent with two children.22 23 

There aren’t enough doctors for the children in Detroit. Nearly three out of four 

(73.8 %) of the city’s census tracts are federally designated medically underserved areas. 

The most recent (2005) data on the health workforce show that Detroit had only 204 

primary care doctor (pediatricians or family practice physicians). That is one doctor per 

1,117 children – compared to one per 448 for the state of Michigan.24 And about three-

fourths of these primary care doctors who care for children work for DMC Children’s 

Hospital of Michigan.25

This workforce shortage has been exacerbated by low Medicaid reimbursement 

rates, which have led to a lawsuit against the state Department of Community Health. In 

1999, when the suit was filed, 88% of doctors in Michigan accepted Medicaid. Six years 

later, only 65% would see Medicaid patients. Despite a successful resolution to the 
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lawsuit,26 Michigan Medicaid rates continue to be so low that Detroit and the rest of the 

state are losing physicians who accept Medicaid. Historically, low Medicaid 

reimbursement rates restrict poor children’s access to dental care.27 Initial data from 

Michigan’s Healthy Kids Dental Program show that increasing reimbursement leads to 

more utilization and Medicaid participation by dentists, as well as an increase in 

Medicaid costs to the state (2.5 times higher than before the program was implemented).28 

Lower state revenues and higher overall Medicaid costs can only put this successful 

program in jeopardy.

The severity of health problems affecting Detroit’s children is clear from 2006 

data that preceded the current economic crisis and reflect the impact of poverty and 

limited access to health care. Data are from Kids Count Michigan (2008)29 unless 

otherwise specified:

o 37.9% of toddlers in Detroit were under immunizedb compared to 27.6% for 

Michigan.

o Six out of ten Detroit children who are insured with Medicaid and suffer from 

persistent asthma did not have a doctor’s visit during the most recent year (2004) 

for which data are available. According to national best-practice guidelines, these 

children should have two routine asthma check-ups per year. 30

o More than 44% of out-patient pediatric visits for children with persistent 

asthma who are covered by Medicaid occurred in a hospital emergency 

department (ED). More than 45% of children with persistent asthma who 

are covered by Medicaid in Detroit went to a hospital ED at least once in 

the year.31

b Immunization sequence, 4:3:1:3:3:1, for children aged 19-35 months
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o The city’s asthma hospitalization rate of 76.2 per 10,000 was triple that 

(24.1/10,000) for Michigan. 

o The rate of pediatric asthma deaths in Detroit is more than five times 

higher than that for Michigan. Between 2004 and 2006, 20 of the 36 

children who died of asthma in Michigan (55%) were in Detroit.32

o Nearly 4 out of 10 mothers (39.3%) in Detroit did not receive adequate prenatal 

care.

o Detroit’s low birth weight rate was 14% compared to 8.3% for the U.S.33 

The federal target (Healthy People 2010 goal) is 5%.34

When young children keep well-child visits, their immunizations are up-to-date. 

When children with asthma get appropriate care, they are rarely hospitalized.35 Prenatal 

care reduces the risk of a low birth weight baby.36 These data all reflect a community 

without adequate access to needed health care services. 

Each year the Centers for Disease Control and Prevention (CDC) conducts a 

national survey of youth risk behavior. The results for Detroit (2007) are grim, especially 

when compared to the national results.37 38

o More than twice the proportion of high school students did not attend school at 

least once in the 30 days before the survey because of safety concerns: 11.4% in 

Detroit compared to 5.5% in the U.S. 

o More than one high school student in ten, 10.4%, attempted suicide during the 12 

months preceding the survey, compared to 6.9% nationwide.
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Academic achievement, which at the least is reflected in high school completion, 

is a sign of a child’s overall well-being. By this simple standard, the children and youth 

of Detroit were in trouble prior to the recession of 2008:

o In 2007, about two-thirds (65.7%) of fourth graders were reading at grade 

level. By seventh grade, only 41% were reading at grade level. This means 

that before entering high school, six out of ten Detroit students were 

behind in reading.39 Nationally, 72% of students were reading at or above 

grade level in the eighth grade.40

o The most current available data (for 2005) show that Detroit has the worst 

high school graduation rate of any large city, with only 37.5% 

graduating.41 Nationally, 75.0% of high school students graduate.42

The Corrosive Consequences of the Recession

Health

By the indicators generally in use to assess the health status of children and youth, 

Detroit was doing very poorly before the recession; for some, it was the worst in the 

nation. The current economic outlook in Detroit is bleak because of the ongoing loss of 

jobs in the auto industry. In February 2009, Metropolitan Detroit had the highest 

unemployment rate of any large metro area, 13.6 percent.43 It also had the largest rate of 

increase over the previous year (more than six percent). Since the metropolitan Detroit 

includes areas more affluent than the city, the situation in Detroit is worse than is 

indicated by these figures. 
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For working families with employer-provided health insurance, losing a job 

typically means losing insurance. The children in a family whose sole source of income is 

unemployment insurance may be eligible for Medicaid, but the unemployment benefit 

may put the adults in the household above the income limit.44 The cost associated with 

purchasing a temporary continuation of employer-provided insurance at the group rate, an 

option made available by the COBRA (Consolidated Omnibus Budget Reconciliation 

Act) program, is likely to be prohibitive for a newly laid-off worker. There is a provision 

in the 2009 federal stimulus bill that will allow some workers to receive a federal subsidy 

that will cover 65% of this cost.45 However, the rules associated with the benefit are 

confusing. Worse still, even one-third of the monthly $1,000+ cost of insurance may be 

unaffordable. 46

In 2007 the cost of unreimbursed health care in Michigan’s hospitals was over $2 

billion. Charity care costs increased by 40%, mostly because of uninsured people who 

were unable to pay for the emergency department (ED) care they received. The financial 

impact on hospitals has been drastic – services cut; necessary infrastructural and 

technological improvements delayed; and deficit spending, which has incurred interest 

costs on loans. Michigan’s Medicaid rolls increased by a half million people, many of 

whom had lost their jobs during the past decade. Michigan’s September 2008 Medicaid 

enrollment was the highest in the state’s history. These increased costs are occurring at a 

time when Medicaid reimbursement is being sharply reduced – further harming the 

financial standing of hospitals.47 

As discussed earlier, this deterioration of the city’s health infrastructure further 

restricts access to care for Detroit’s children, who, well before the current recession, 
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already had an insufficient supply of doctors and other health professionals. As 

problematic as health care access was before, it is getting worse in the current economic 

environment. 

Hunger

Food insecurity – not having consistent access to healthy foods for the entire 

family -- and hunger increased during 2008 in most American cities. The demand for 

emergency food at soup kitchens and food pantries increased at a rate that exceeded any 

increase in the availability of food to distribute. Especially notable were the numbers of 

working families with food emergencies and first time requests from families who had 

never previously faced this problem.48 In Michigan, in 2007, nearly 12% of families were 

food insecure – that represents 473,000 households with more than 850,000 children.49c 

According to the Detroit Black Community Food Security Network, the situation 

in Detroit is compounded by the scarcity of accessible groceries that offer nutritious food 

such as fresh produce. Instead, foods high in salt, sugar and fat are available at dollar 

stores, gas stations, and fast food restaurants. Although there are markets that offer 

healthier choices, they are distant from low-income residential communities and 

transportation is a problem. Many Detroit children get a substantial amount of their daily 

caloric intake from powdered fruit flavored beverages.50 Food insecurity and hunger in 

children are associated with poor academic performance and increased incidence of 

behavioral problems.51

c Approximation based on U.S. Census Bureau population data for 2007, available at: 
http://www.census.gov/prod/2008pubs/09statab/pop.pdf Accessed April 21, 2009.
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Education

Detroit’s school enrollment has been declining by 7,000 to 9,000 children each 

year, and school buildings have been closed or leased for commercial development. 

Fiscal constraints that had previously forced the school system to delay acquiring up-to-

date textbooks have now put a freeze on such acquisitions. Staff, transportation, and 

sports activities were also cut for the 2009-2010 school year.52 

In this context, the impact of the school system’s $303 million budget deficit, 

announced in April 2009, will be devastating for the already underachieving students of 

Detroit. While a plan has not been finalized as of this writing, the proposal to cut this 

deficit calls for 23 of the city’s 194 public schools to close during the summer, with 30 to 

40 additional closings expected during the 2009-2010 school year, and for 600 teaching 

positions to be cut. This would disrupt the educational placement of 7,500 students.53 54

School closure, and changing schools for other reasons, undermines academic 

performance. Disruption of educational placement contributes to “achievement gaps” that 

affect residentially unstable and homeless urban children.55 We recently witnessed the 

large scale impact of disrupted school attendance on communities in the aftermath of the 

nation’s worst natural disaster, Hurricane Katrina. In addition to academic issues, a 

significant increase in disruptive behavior and other mental health problems was 

reported.56 

School closures have other unfortunate consequences as well: increased time 

traveling to and from school interferes with participation in sports and other extra-

curricular activities; makes it harder for parents to be involved; and may affect health as 

children are less likely to walk to and from school, and geographic access to health care 
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providers may be diminished.. Overall, school closures destabilize the communities in 

which they are located.57 This reduction in “social capital” is additionally associated with 

compromised academic outcomes. 58 

As Detroit continues to lose jobs, and the city and state lose tax revenue while 

facing increased costs for social programs, the situation for children and youth, and their 

families, can only further deteriorate. Detroit’s children and youth will be placed at 

further risk of living with untreated illnesses and unmanaged chronic conditions, as well 

as being deprived full opportunities for the quality education necessary to succeed in the 

21st century. The cumulative impact of decades of poverty now compounded by the 

national economic crisis is resulting in a “recession generation.”

Recommendations

In response, Children's Health Fund recommends the following:

1. Federal bailout funds targeted for Detroit-based industries should include explicit 

resources to strengthen safety net programs for children, including expanded 

community health center programs and expanded current social service programs, 

including Head Start and Early Head Start. The state should actively encourage 

new grantees to apply for these federal funds. 

2. Medicaid reimbursement rates should be substantially enhanced for physicians 

practicing in distressed and medically underserved communities in Michigan. 

Medicaid and other public programs should provide adequate support for disease 

management and prevention in the context of a “medical home.”
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3. Emergency federal resources should be made available to bolster neighborhood 

schools in terms of physical plant and infrastructure, essential supplies, enhanced 

teacher student ratios, and re-instatement of school-based physical activities and 

cultural enrichment opportunities. These funds should not be encumbered by 

requirements for state matching funds. 

4. Children should be fully protected from loss of health insurance when the family 

bread-winner loses employment. The existing COBRA program does not 

adequately afford this protection.

5. Congress and the Administration should move expeditiously to pass health 

insurance reform that guarantees coverage for all children.
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