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FY2013 ENACTED GENERAL
FUND APPROPRIATIONS
($ MILLIONS)

Appropriation
Category Amount
“ Total General Fund Appropriations for Capped $34,309
items
()| TotiH R R e
Debt Service (Pension & Capital Bonds) 52,168

Other Statutory Transfers Out (including S151 52,052
million for FY 2013 Medicaid bill repayment)

Note that the FY2013

Pension Contributions

Enacted Budget will

Bills

spend $786 million less

Medicaid

on services than what the

Backiog of Other Unpaid Bills from 2012

Governor proposed in

(iv)

General Fund Services Approps Gross

April.

e K12

Higher Education

Medicaid (FY2013 Services)

Human Services

Public Safety

Group Health Insurance

Gther

Source

Unspent Appropriations
Net General Fund Service Approps for FY2013

3
s HR706, SB2048, SB24132, SB2454, SB2474, SB23a2,
82409, and June 2012

with Legislative Staff
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FY2013 ENACTED GENERAL FUND
APPROPRIATIONS COMPARED TO FY2012
FINAL — NOMINAL DOLLARS ($ MILLIONS)

FY2012 Final —

After Vetoes and FY2013

Supplementals Enacted $Diff % Change
PreK-12 Education $6,751 $6,542 3.10%
Higher Education $2,092 51,980 (s113) -5.38%
Medicaid $6,639 $6,639 50 0.00%
Group Health 51,436 $1,171 5265) 18.43%
Human Services $5,286 5,086 ) 3.79%
Public Safety $1,715 $1,606 5109 636%
General Services 51,242 $1,165 (577 6.20%
Total Net Public Services 524,359 23,539 (5822) 337%
Sources: HR706, SB2348, SB2413, $B2443, 5B 2454, SB2474, SB2332, SB2378, 2409, and June
2012 Communications with Legislative staff. Categories follow House Committee jurisdictions as
noted in text
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OF THE HOLE (BIG)

: SIZE

THE

FY2013 ACCUMULATED DEFICIT

($ BILLIONS)
FY 2013 Actuat
Prajected FY2013 Revenue
FY¥2013 Hard Costs
3 $r6m BV 200

Net FY2013 General Fund Revenue Available for

Services
{v) General Fund Service Appropriations in Enacted G.f. $23.54

Budget (Net of “Unspent Appropriations”)
{wi) Minimum £Y2013 General Fund Deficit 158.14)
{vii) Deficit as 4 Percentage of General Fund Service Approps -34.8%

Sources. Y2013 Budget as passed in HR706, 82348, SB2413, 582443, $B2454, $82474, 582332,
582378, 582409, #nd lue 2012 Commus ith Legslative staff; Revenue 'rom Amenament No,
1 0 WRI07 adopted March 1 Floor Amerdment No. L to SR 536 adoptad .
2012, and Deficit Cairy F 12 Quarterty Recort from the Camptrofer <
inpaid bills

THAT HUGE SHORTFALL IS A REAL
PROBLEM BECAUSE......OVER $9 oUT OF
$10 OF G.F. ARE SPENT ON:

* EDUCATION
(PREK-12 PLUS HIGHER ED) 35%

* HEALTHCARE 30%

* HUMAN SERVICES 21%

* PUBLIC SAFETY 5%
91%

FY20 T3 ENACTED GENERAL F UND SERVICES
APPROPRIATIONS (EXCLUDING GROUP HEALTH AND
PENSIONS) RELATIVE TO FY2000, IN NOMINAL DOLLARS
AND ADJUSTED FOR INFLATION AND POPULATION GROWTH

200%
15.0%
10.0%
50% -
0.0%

-20.2%

te Spending increase State Spendng increase  State Spending aftar

{Nominal Dollars)  After Adjusting for the  Adjusting for the FCf
Midwest CPland  and Population Growth
Populiation Growth

, 52 2332, S82378, 582409,

ment Cast rwdex. Madwess




JOB LOSS

ILLINOIS GENERAL FUND SPENDING BY MAJOR PUBLIC
SERVICE CATEGORY, FY2013 ENACTED BUDGET COMPARED
TO FY2000 ENACTED, AND FY2000 ADJUSTED FOR INFLATION
AND POPULATION GROWTH ($ MILLIONS)

FY2013 | Nominal

Enacted % Change

F¥2000,

$DiffFY2013 %

EnactedAdj  ~FY2000Adj  Change

forinfl (EC &  (ECI & Pop
Pop Growth _ Growth)

82409, and June 2012 Communications with Legislative staff.

P12 $4.844 | $6,542 | 35.1% $7,464 -12.35%
Higher £d $2,152 | $1,980 | -8.0% 53315 -40.28%
Healthcare (excluding Group | . 5 &

Heath) $5022 | $6,852 | 36.4% $893a 23.30%
Human Services (excluding all 5 - e

Healthcare) $4.599 | $4749 | 3.3% 57,086 $2337 [ -3298%
Public safety 51350 | $1,606 | 18.9% 52,081 S 2282%
Sources: FY 2013 Budget as passed in HR 706, SB2348, SB2413, SB2443, 5B 2454, 582474, SB 2332, SB2378,

OH - & THEN THERE'’S

HURTING THE PRIVATE SECTOR
ECONOMY WITH CUTS

Estimated job loss if IL eliminates its deficit by cutting spending

20,000

40,000

60,000

Jobs Lost

80,000

~100,000

120,000

mo |

[@Ectmated job oss
| "o
Spendng

140,000
54,000,000 $5.000,000 57,000,000 $9.000,000
Size of IL spending cut
8
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Midwest in 2010

® National and Midwest Average was 2.6%

REAL GDP GROWTH 2010
INDIANA 4.6%
lowa 3.1%
MICHIGAN 2.9%
‘WISCONSIN 2.5%
OHIO 21%
ILLINOIS 1.9%
MISSOURI 1.4%

i3

WHICH MAKES NO SENSE

® Illinois had the second lowest real GDP Growth in the entire

B




TOTAL STATE AND LOCAL TAX BURDEN AS A

=
g: PERCENTAGE OF INCOME IN 2010
g MIDWEST | % NATIONAL RANK
&} STATES
'\J ; yTH
§ s lowa 17.0% 10
-
~J]

6 < MiCHIGAN 16.69% 2™

> )
QX WISCONSIN 16.6% 16™
0 K
3 L:d INDIANA 16.6% 7™
~N &~
> OHIo 16.1% 5™
=,
B lLuNots 14.2% 4280
2]
<3}
S MISSOURI 13.5% A7TH
i Sowrce Federation of Tax Administrators. fncludes ail state and

local taxes and fees

IN FACT.... DESPITE
BEING BIG ‘N RICH

* IN2011, ILLINOIS RANKED FIFTH
NATIONALLY WITH A GROSS STATE
PRODUCT IN EXCESS OF $67 1 BILLION
(BEA).

* THAT WOULD BE THE 19™ LARGEST
ECONOMY OF ANY NATION IN THE WORLD-
GREATER THAN EGYPT, SAUDI ARABIA,
CoLoMBIA, BELGIUM, SWEDEN, GREECE,
IRELAND, PORTUGAL, NORWAY AND
NIGERIA, TO NAME A FEW.

ILLINOIS ECONOMIC GROWTH LAGS U.S.
AND MIDWEST LONG TERM (1997-2007)
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DRILL DOWN ON
SPENDING
BY MAJOR CATEGORY:

HUMAN SERVICES
HEALTHCARE

EDUCATION

Center for Tax and Busger

CUMULATIVE IMPACT OF CUTS IN ILLINOIS HUMAN SERVICE
SPENDING SINCE FY2002 ADJUSTED FOR INFLATION AND
POPULATION GROWTH ($ MILLIONS)

FYO3  FYO4  FYOS  FY06  FYOT  FYO8  FYS Y2010 FY20M  FY2012 Y2013 —‘

s500)

- - . 335
$1.000) . . - - 1977

=Popuiaton
Sinfation

By faiing o take nto account the annual
Infationary cost o doing businass,

finois has shortod annual human service
funding by a cummulativa § 8.2 8 from FY03 (o
FY13. By faiing 1o take nto sccount popuistion
arowth,

service
(52000 | FYG310 FY13. I otal, Hinois human services.
een cut spproximately

FISCALLY/MORALLY

2013 Centerfor

AsS FOR CUTTING
HEALTHCARE, WELL.....

» EMPLOYER-PROVIDED
HEALTH INSURANCE
BENEFITS HAVE BEEN
STEADILY DECLINING IN
ILLINOIS SINCE. 1980.

> BY 2008, OVER 43% OF
THE WORKFORCE DIDN'T
HAVE EMPLOYER-PROVIDED
INSURANCE.

» HISPANICS ESPECIALLY
HARD HIT—OVER 57% DO
NOT HAVE EMPLOYER-
PROVIDED INSURANCE.

BENEFITS

> BY 2010, 32% OF THE
ILLINOIS POPULATION IS

EITHER ON MEDICAID OR
UNINSURED.

EMPLOYER-PROVIDED

CTBA

2 2013, Center or




MEDICAID SPENDING BY FUNDING SOURCE

(FEDERAL, STATE AND LOCAL)
s18
$16.28
$16
s13.98 $14.38 s14.38
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$12s88
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(BILLIONS)

$2

$o .
FY 2007 FY2008 FY 2009 FY 2010 FY 2011

STATE GENERAL FUNDS ROTHER STATE AND LOCAL FUNDS # FEDERAL FUNDS

NACTED P-12 APPROPRIATIONS FOR
FY2013 COMPARED TO FY2000
ENACTED, NOMINAL & ADJUSTED FOR
INFLATION (ECI) AND POPULATION
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DOLLAR SHORTFALL IN STATE PER-PUPIL K-12
EDUCATION FUNDING TO MEET EFAB ADEQUATE
EDUCATION STANDARD BY FISCAL YEAR

REALLY?
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EDUCATION CUTS
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LOCAL AND STATE SHARE OF EDUCATION
FUNDING SPENDING

a6.7%

®UsAversge
27.6% i

Lo<al % share State % share

Source: National Center on Education Statistics, 2011. “Revenues and Expenditures for Public Elementary and
Secondary Education: School Year 2008-2009 (Fiscal Year 2009)."

5 2013, Cnter for Tax and Budget ™

STATE SHARE OF EDUCATION FUNDING

State % Spending

70%
§7.4%

45.6%

42.5%
i l I

United States iHlinois California New York Texas

50%

Source: National Center on Education Statistics, 2011. “Revenues and
Expenditures for Public Elementary and Secondary Education: School
Year 2008-2009 (Fiscal Year 2009)."

STATE SHARE OF EDUCATION FUNDING

State % Spending

55.7%

46.7% 47.6%
50%
hatai] 39.5%

a0%
0% 27.6%
20% -
10%

llinois

Chic  Wisconsin  Indlana  Michigan

-10% United i
States

Source: National Center on Education Statistics, 2011, “Revenues and
Expenditures for Public Elementary and Secondary Education: School
Year 2008-2009 (Fiscal Year 2009)."




lllinois Total Property Tax Revenue Growth
Vs. State Median Income Growth

|7 Total Property Taxﬁw
Revenue Growth

et | 1 State Median Income
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THE BURDE

1990.2005

>YES: ILLINOIS RANKS SO™ QUT OF 50
STATES IN PORTION OF EDUCATION
FUNDING COVERED BY THE STATE

BUT EDUCATION

NOW MATTERS MORE
THAN EVER TO
ECONOMIC PROSPERITY:

»GENERALLY: UNEMPLOYMENT RATES
ARE HIGHEST FOR THOSE WITH THE
LEAST EDUCATION.

UNEMPLOYMENT HIGHEST AMONG LEAST EDUCATED, 2010

PERCENTUNEWMLOYED

LTHS HS GrAs sawe Cou BAca+
SOURCE: EP ANALYSS OF GBS DATA

o




S
S
=
Q
=
2
T
S
2
~
~.

WAGE DIFFERENCES
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ELEMENTS OF A SOUND AND
FAIR FISCAL SYSTEM

WAGES FOR MINORITIES LAG WHITES

REAL WAGES FOR WHITES INCREASED MODESTLY
BETWEEN 1980 AND 2010, BUT:

»THE WHITE-HISPANIC WAGE GAP IS LARGER IN AMOUNT,
BUT INCREASED BY A SMALLER PERCENTAGE, GROWING
FROM $4.01 IN 1980 TO $5.86 IN 2010, AN INCREASE OF
46% OVER 1980

»REAL WAGES FOR AFRICAN-AMERICANS DECLINED. THE
HOURLY WAGE GAP BETWEEN WHITES AND AFRICAN-
AMERICANS GREW FROM $1.60 IN 1980 To $3.08 IN
2010, AN INCREASE OF 92.3% OVER 1980

PRIMARY
CAUSAL FACTORS

* FLAWED TAX PoLIcY
* IRRESPONSIBLE FISCAL
PRACTICES

* NOT OVERSPENDING NOR
THE “GREAT RECESSION”

OF 2008-2009
CAPITALIST TAX PoLICY
SHoOULD BE:
FAIR 9  PROGRESSIVE
RESPONSIVE 9  TOMODERN ECONOMY
STABLE 9  DURING POOR
ECONOMIES

EFFICIENT 9  DOESN'T DISTORT

PRIVATE MARKETS

ILLINOIS IS OFOR 4




BECAUSE IN THE LONG-

THE REAL PROBLEM
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WHICH CREATES A
STRUCTURAL DEFICIT

General Fund Revenue and Appropriations
($ millions)

WHICH LED TO THE IRRESPONSIBLE
FiscAL PRACTICE OF:

* BORROWING AGAINST THE PENSIONS
TO SUBSIDIZE COST OF DELIVERING
SERVICES

BY 1994 THE UNFUNDED LIABILITY
WAS $17 BILLION

THIS WAS ALMOST DOUBLE THE $8.7
BILLION UNFUNDED LIABILITY JUST
FIVE YEARS EARLIER IN 1989

WHICH LED To:
P.A. 88-0393: thc “Pension Ramp™

WHICH CREATED A NEW,
UNAFFORDABLE, UNATTAINABLE
STRUCTURE FOR REPAYING THE
PENSION DEBT

AND

INTENTIONALLY GREW THE UNFUNDED
LIABILITY TO OVER $45 BILLION BY
2008 — WHEN THE MARKETS CRASHED

.

CREATING THE $95 BILLION HOLE
TODAY — JUST 40% FUNDED

10



ILLINOIS REALLY HAS A DEBT

In Billions.

o pre “w w
b4 < bt w
5 & & &

»

PROBLEM, NOT 4 PENSION

TO BE CLEAR

GROWTH IN UNFUNDED LIABILITIES FOR THE
FIVE STATE SYSTEMS (FY 1996-2012)

$32.7
15.4
$13.9 3
$8.8
$5.8
-50.6
PG
Salary Increases  Benefit Changesin  OtherFactors Investment  Borrowing from
Increases _Assumptions Losses Contributions
e Gommssin on Gorernment Forscastng and

BENEFIT PROBLEM

* THE FIVE RETIREMENT SYSTEMS’
UNFUNDED LIABILITIES OF $95 BILLION
WAS PRIMARILY CAUSED BY
BORROWING—NOT ANYTHING INVOLVING
BENEFITS OR COST

—THE NORMAL COST IS ACTUALLY
DECREASING YEAR-TO-YEAR

FY2012 FY2013

ToTaL $4.01B $5.099B

NORMAL CosT $1.60B $1.500B

THE PENSIONS WOULD BE ALMOST 90%
FUNDED TODAY IF THE ONLY PROBLEMS
WERE INHERENT TO THE PENSION
SYSTEM ITSELF

REQUIRED STATE PENSION
CONTRIBUTIONS FY2013 — FY2045

518,000
16000

$12000

sa

Source: COGFA, “A Report on the Financial Condition of the IL State
Retirement Systems: Financial Conditions as of June 30, 2011," p. 95,

3
6 Budget Accouniabi
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WHY DID THEY Focus ON —

"ﬁ MAJOR PENSION REFORM PROPOSALS
:< * CURRENT EMPLOYEES AND RETIREES CHOOSE BETWEEN:
o)
B ~ oPTON 1
[ %) * KEEP CURRENT 3%, COMPOUNDED COST-OF-LIVING
135} ADJUSTMENT (COLA)
+ LOSE ACCESS TO RETIREE HEALTH CARE PROGRAMS

oL

ED BY CENTRAL M. T SERVICES (CMS)

* CURRENT EMPLOYEES' FUTURE SALARY INCREASES CANNOT

BE USED FOR CALCULATION OF FINAL PENSION BENEFIT
~ OPTIONZ2

+ ACCEPT A REDUCED COLA; LESSER OF '/2 CPL-U OR 3%

+ KEEP ACCESS TO CMS MANAGED PROGRAMS

+ CURRENT EMPLOYEES' FUTURE SALARY INCREASES CAN BE
USED FOR CALCULATION OF FINAL PENSION BENEFIT

THE

* PART OF THE COST OF CURRENT EMPLOYEES' BENEFIT
ACCRUALS SHIFTED TO SCHOOL DISTRICTS, UNIVERSITIES,
AND COLLEGES.

COLA CHOICE AND COST SHIFT
IMPACT ON STATE’S PENSION

CONTRIBUTIONS
| AcarEcATE [
| GENERAL FUND % DECLINE IN
CONTRIBUTION | TOTAL SAVINGS AGGREGATE
(FY2013- GENERAL FUND

FY2045) CONTRIBUTION

CURRENT

Pt $309.90 suLION

OFF POINT!

S50% TAKE
Reoucep COLA, isteats $66.53 BiLLION

NO CosT SHiFT IREWOn

CONSTITUTION.:

COLA CHOICE AND COST SHIFT
IMPACT ON STATE’S PENSION
CONTRIBUTIONS

Cumvent Schodue o 5% Tak Rahaced COLA, 86 2ot S 5% Toke Reduced SO 324 Cont St

12



FY2013 — FY2045 ToTAL
CONTRIBUTIONS TO RETIREMENT
SYSTEMS ($ IN MILLIONS)

18000

$16,000

$1.000

s12.000

s10000

s8.000

56,000

FOCUS ON THE DEBT
TO SOLVE THE PROBLEM

$4.000

132015 017 019 2021 2023 2025 2027 2029 031 033 WIS 037 039 2041 2043 2045

~—Current 385 Billion Level Dallar Amortization

Revenues of Goods and Services as a Percent of Gross
Domestic Product: lllinois (SIC:1965-1996, NAICS: 2008)

. . BSenvcesasa |
1% percent of GOP.

. WGoods asa
J32% percent of GOP

26%

SALES TAX BASE

1965 1975 1985 1996 2008
Yoar

£ 2013, Certor for

ADAM SMITH, THE FATHER OF MODERN
CAPITALISM, CONTENDED THAT FOR A TAX
SYSTEM TO BE FAIR IT HAS TO BE
PROGRESSIVE.

ACCORDING TO SMITH:

x
$¥3

i

"The subjects of every state ought to
contribute toward the support of the
government, as nearly as possible, in
proportion to their respective abilities; that
is, in proportion to the revenue which they
respectively enjoy under the protection of the
state --*.[As Henry Home (Lorde Kames) has
written, a goal of taxation should be to]
'remedy inequality of riches as much as
possible, by relieving the poor and burdening
the rich."
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* Was Adam Smith right? The long-term
trends in income distribution in
America demonstrate that his reasoning
was solidly on target.

Distributior of US Income
Growth Over Time

Distribution of US Income

Growth Over Time

Top 10% 63.70%

1 | Bottom 90% 36.30%

ILLINOIS STATE & LOCAL TAXES PAID AS A SHARE
OF FAMILY INCOME FOR NON-ELDERLY TAXPAYERS
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- X $93,000
= & | | $33000 | 512,000
i | Awrageincomein | 0100 | $26300 | 546300 | $3500 | $124100 | §203800 | $1489.200
~ Grovp, i |
= Sales & Bxcise Tanes | 7.40% ! 0% aM% 100% 2.90%

Progerty Tares | 5.20%
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Source: IRSLIUAR 00 Tanation and fronesms sy, WhD Piva? & Daindational Anstests of Tax Sytemny @ Al
Fonrth (vion havasary 2013

‘[V 10.90% [ 103.% i ;,w%'[

POTENTIAL EFFECTIVE TAX RATE CHANGES IN
ILLINOIS WITH GRADUATED
INDIVIDUAL INCOME TAX STRUCTURE

e Il"",__.||||

20%
¢ vou

THINGS COULD BE
WUCH BETTER!
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AND IT WON’T HURT THE
ECONOMY AT ALL

FURTHER INFORMATION

FrROM 2000-2010

* 9 STATES WITH HIGHEST GRADUATED
INCOME TAX RATE STRUCTURES HAD:

— BETTER GROWTH IN STATE GDP PER CAPITA
— BETTER CHANGE IN MEDIAN WAGE
— IDENTICAL UNEMPLOYMENT RATE

THAN THE 9 STATES WITH NO INCOME TAX

SOURCE: INSTITUTE ON TAX AND ECONOMIC PoLicYy

FOR MORE INFORMATION:

CENTER FOR TAX AND BUDGET ACCOUNTABILITY
WWW.CTBAONLINE.ORG
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EXECUTIVE DIRECTOR
(312)332-1049
RMARTIRE@CTBAONLINE.ORG

JENNIFER LOZANO
RESEARCH ASSOCIATE
(312)332-1348
JLOZANO@CTBAONLINE.ORG

AMANDA KAss
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