The first project I have student make is a "Button Ornament".  I have patterns of simple shapes from coloring books, etc.  I make them the size to fit onto a quarter of a felt square.  The felt is inexpensive and comes in so many colors.  The students cut the shape out, then sew buttons onto that shape. They then sew a back onto the ornaments.  I have pieces of magnet that they can use to turn them into refrigerator magnets and there is ribbon if they want to put bows or loops on them.

These would make good pin cushions too.

The second hand sewing project the students do is a small drawstring bag.  I save appropriately sized scraps from previous sewing projects so the only thing we need to buy is ribbon.  Our bags start with 7 1/2 inch squares of fabric.  This project teaches students a hemming stitch and then the even-basting stitch to attach the front and back together.

Stacy, our other FACS teacher, recommended "familyfun.com".  She said that there are simple craft ideas there and many of them can be converted to sewing projects.

I do a whole bunch of little cheap projects.  I work mostly on donated fabric so they are pretty easy.
 
One my students love is a teddy bear pillow.  They put buttons on for the eyes.  
 
A button bracelet- buttons on ribbon.
 
little pin cushions
 
Headbands- heather bailey pattern off of the internet.
 
Plastic bag holders
 
wallet patterns
 
placemat purses
 
recycle a T-shirt into a pillow
 
Reverse tye-dyeing with bleach

After we learn about basic types of fabric, I use 5x5 squares of either plain white cotton, polyester or blended fabric w color.  The students then "stain" them with ketchup, ink, chocolate syrup, lipstick.  They dry and sit overnight, then the next day I demonstrate how to get the stains out and give a handout of what works best on to remove stains as far as water temp and product.  I supply oxyclean, plain detergent, clorox color bleach, and a regular bleach stain stick (because they can get carried away withe this!).

They have to use elbow grease for some of them.  We lay them out to dry, then the next day, place them on the paper that diplays what type of stain and their stain removal product on it.  We observe what type of stain removed the best and what type of fabric and product was easiest to remove from and with.  We also recognize students who had the best elbow grease!!

