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The Starting Point:

Illinois State 

Government is in the 

worst fiscal crisis since 

the Great Depression

• the backlog of unpaid bills is 

over $8.7 billion (when unpaid 

but due debt, Medicaid and 

Group Insurance claims are 

considered).
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Illinois State & Local Revenue

• In 2006 (the most recent national 

comparison available), state and local 

revenue came from the following 

sources:

PROPERTY TAX 38%

SALES TAX 17%

EXCISE TAX 17%

INDIVIDUAL INCOME TAX 16.2%

OTHER 7.4%

CORPORATE INCOME TAX 4.4%

SOURCE:  Federal Tax Administrators DataP
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• This makes Illinois the 6th

most reliant state on 
property tax revenue in the 
nation.

• Illinois is more reliant on 
property taxes than Florida, 
Nevada, Tennessee, Alaska, 
South Dakota, Washington 
and Wyoming – which also 
don’t have income taxes.
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WHY – EDUCATION

• Illinois ranks 49th out of 50 states in 

the portion of education funding 

covered by state – versus local –

revenue����just 28% of the cost.

• Illinois is the most reliant state on 

property taxes to fund schools in the 

nation.

(National Education Association Data)
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The Context:

BIG ‘N RICH

• In 2008, Illinois ranked 
fifth nationally with a 
Gross State Product in 
excess of $633 billion 
(BEA).

• That would be the 27th

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.

IL
L

IN
O

IS
IL

L
IN

O
IS

’’
E

C
O

N
O

M
Y

 
E

C
O

N
O

M
Y

 

IS
 L

A
R

G
E

IS
 L

A
R

G
E

©  2010, Center for Tax and Budget Accountability

8

Illinois GDP 

Growth Lags
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But That’s Not the Whole 
Story:  

• Between 1990 and January 1, 2008, 
Illinois lost 27% - 249,000  - of its 
manufacturing industry jobs.

• This loss was worse than both the 
Midwest (-23.2%) and the Nation (-23.9%).
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� All job growth in Illinois came in the 
service sector.

� For the most part, service sector jobs 
that pay less than manufacturing

� On average, most of these service jobs 
pay 29% less than the manufacturing 
jobs they replace
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� Employer-provided 

health insurance 

benefits have been 

steadily declining in 

Illinois since 1980.

� By 2006, over 40% of 

the workforce didn’t 

have employer 

provided insurance

� Hispanics especially 

hard hit–over 57% do 

not have employer-

provided insurance

� TODAY, 30% of the 

Illinois population is  

either on Medicaid or 

uninsured
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• In 1981, 55.6% of the 

state’s workers were 

covered by private sector 

employer-provided pension 

plans. 

• By 2007, only 43.8% of the 

workforce had private 

retirement benefits.
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Why the Economic Problems?

—Not Wasteful Spending
Changes in General Fund Spending Adjusted for Inflation and Population Growth 

       FY2000 - FY 2010 

Category 
FY2000 
Actual 

FY2000 
Adj to 

FY2010 
(MW CPI)  

Adjusted 
for MWCPI 

and 
Population 

Growth
4
 

FY2000 Adj 
to FY 2010 

(ECI)  

Adjusted 
for ECI 

Population 
Growth 

FY2010 
Enacted 

Diff 
FY2000 

Adj - 
FY2010 

(MW CPI) 

Diff FY2000 
Adj - FY 
2010 MW 

CPI and Pop 
Growth 

Diff 
FY2000 

Adj - 
FY2010 
(ECI)

3
 

Diff FY2000 
Adj - FY2010 
ECI and Pop 

Growth 

General Fund Including 
Pensions $21,294  NA NA NA NA $29,551  NA NA NA NA 

Pension  $1,230  NA NA NA NA $3,587  NA NA NA NA 

General Fund 
Excluding Pensions $20,064  $24,928  $26,608  $26,282  $28,053  $25,964  $1,036  ($644) ($318) ($2,089) 

K-12 $5,543  $6,887  $7,351  $7,261  $7,751  $7,308  $421  ($43) $47  ($443) 

Higher Ed $2,379  $2,956  $3,155  $3,116  $3,326  $2,001  ($954) ($1,153) ($1,115) ($1,325) 

Health Care
1
 $5,022  $6,240  $6,660  $6,579  $7,022  $7,896  $1,656  $1,236  $1,317  $874  

Human Services
2
 $4,599  $5,714  $6,099  $6,024  $6,430  $5,446  ($268) ($653) ($578) ($984) 

                      
Notes:  
1) DPH and HFS (Public Aid in 2000) 

                  
2) Aging, DCFS and DHS 

                  
3) Employee Cost Index of total compensation for all 
civilian employees.  Index value for FY 2000 has been 
approximated by ECI for 2001Q1 

                  
4) IL DCEO population projections.   
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Illinois General Fund Growth Net of Pensions

 FY2000 - FY2010
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• Why the Economic Problems?
–NOT TAX BURDEN

• Illinois’ total state AND local tax burden, 
as a percentage of personal income ranks 
only 46th in the nation.

• The second lowest tax burden in the 
Midwest to Missouri (Missouri is all of 
one-tenth of one percent lower).

• Illinois also ranks only 45th in state 
spending as a percentage of GDP among 
the states (BEA data)IL
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Education now matters more 
than ever to economic 
prosperity:

����Generally:  unemployment rates 
are highest for those with the 

least education.
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Impact of Education 

on Wages

In real (2006) dollars, between 1980 and 
2006, only those with at least a college 
degree experienced any gain in hourly income, 
with growth of 14.3%

�Real median hourly wages for all other 
education categories declined

�Less than a high school diploma fell by 
28.7%

�Only a high school education declined 
8.7%

�Some college but no degree declined 
4.3%
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Wages for Minorities 

lag Whites

Real wages for Whites increased modestly 

between 1980 and 2007, but :

�The White-Hispanic wage gap is larger in amount, 

but increased by a smaller percentage, growing 

from $3.82 in 1980 to $5.34 in 2007, an increase 

of 39.7% over 1980

�Real wages for African-Americans declined.  The 

hourly wage gap between Whites and African-

Americans grew from $1.52 in 1980 to $3.44 in 

2007, an increase of 126.3% over 1980
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Still Separate. . . . 

� Illinois is the third most 
segregated state in K-12 
education for blacks

�82% of black children attend 
majority/minority schools

�90% of white children attend 
virtually all white schools

(*Source: 2006 Education Trust study on segregation)
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. . . . Still Unequal

�Minority school districts 

start out with $1,154 less 

per child to spend on 

education

�That’s the second worst 

gap in the nation

(*Source: 2006 Education Trust study on segregation)
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Current Basis for 

Foundation Level

• The Illinois state “Foundation 

Level” is the minimum per child 

guaranteed expenditure for K-12

• Does NOT include: poverty, special 

ed, transportation, etc.

• For FY2009: $5,935 – but not tied 

to any measurable standard
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Education Funding 

Advisory Board 

(“EFAB”)

• Change basis to a measurable 

outcome standard, predicated on 

costs and test results

• Foundation Level should be at 

least $7,330 (after adjusting for 

inflation)

• Total cost:  $2.1 billion
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Higher Education Appropriations 

Have Failed to Keep Pace With Inflation Since 2003

$64,583 $57,600
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-$2,285
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Source:  Illinois Commission on Government Forecasting and Accountability and Office 

of Budget and Management.  Inflation based on Bureau of Labor Stats, CPI
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FY2010 GRF Appropriations by Agency as a Percent of Total

TOTAL GRF: $26.085 Billion
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*Now add a projected revenue shortfall of $900 

million for FY2010.

 Illinois' State FY2010 
 Budget Breakdown 

APPROPRIATIONS $26.08 B* 

ONE-TIME, NONRECURRING REVENUES   

 Debt Proceeds from issuance of five- 
 year Pension Notes 

 $3.466 B 

 Federal Stimulus  $1.966 B 

 Fund Sweeps   $ .352 B 

        Debt Restructuring        $ .475 B 

TOTAL NONRECURRING REVENUE  $6.259 B** 
* Note:  The FY2010 budget figure does NOT include at least 
$4.0 B in past due, unpaid bills carried forward from FY2009.  The 
Appropriation figure also does not include the $3.466 B in Pension 
Note proceeds used to fund state pensions though pension 
payments have historically been included in General Fund 
appropriations. 
**Note:  That means over 21% of the $29.55 B FY2010 budget 
($26.08 B plus $3.466 B in Pension Fund payments) is covered 
with one-time, nonrecurring revenues not available in FY2011. 
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*Don’t forget the FY2010 shortfall!

Illinois' FY2011 Starting  
Budget Shortfall—Minimum 

Replacement of one-time FY2010 revenues and 
debt 

$6.259 B 

First installment of five-year Debt Service on 
Pension Notes 

$ .800 B 

Carry Forward of Operating Deficits from 
FY2009/2010* 

$4.0 B 

Estimated revenue decline in FY2010 $ .900 B 

Increase in required pension contribution under 
the Pension Ramp** 

$1.2 B 

TOTAL MIMIMUM FY2011 STARTING 
DEFICIT*** 

$13.159 B 

* The Illinois State Comptroller’s Quarterly of January 2010 estimates that 
the state will have a backlog of $8.75 B in unpaid bills by the start of 
FY2011, and $5.1 B as of December 2010.  However, many of these bills 
are presumably for items that are covered in FY2010 budget appropriations.  
We estimate that a $4.0 B backlog of unpaid bills not covered by FY2010 
appropriations will be carried in FY2011.  
** Note: In 1995, Illinois passed a pension ramp bill requiring significant, 
annual increases in the state's contribution to its public employee retirement 
systems, to make up for a decades long practice of failing to make the full, 
employer contribution into the system.  That is why the pension contribution 
escalates by $1.2 billion next year.  It is also why Illinois has an unfunded 
liability in excess of $74 billion today.  
***The Starting Deficit for FY2011 is over 45% of the $29.55 B FY2010 
on-line and off-line Appropriation. 
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Government Action 

Tax Cuts 
Associated 
Multiplier  

Non-Refundable lump-sum tax rebate 1.02 

Refundable lump-sum tax rebate 1.26 

  

Temporary Tax Cuts  

Payroll Tax Holiday 1.29 

Across the board tax cut 1.03 

Accelerated Depreciation 0.27 

  

Permanent Tax Cuts  

Extend alternative minimum tax patch 0.48 

Make Bush income tax cuts permanent 0.29 

Make dividend/cap gains tax cuts permanent 0.37 

Cut in corporate tax rate 0.30 

  

Spending Increases  

Extending Unemployment Insurance Benefits 1.64 

Temporary increase in food stamps 1.73 
General aid to state governments (for 
spending on items such as education, public 
safety, health and human services) 1.36 

Increased infrastructure spending 1.59 
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The "Ramp" before the 2008 Economic meltdown!

Required Yearly Pension Payments: 

 FY 2006 - FY 2045
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FAIR ���� PROGRESSIVE

RESPONSIVE ���� TO MODERN ECONOMY

STABLE ���� DURING POOR

ECONOMIES

EFFICIENT ���� DOESN’T DISTORT

PRIVATE MARKETS
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WHAT SHOULD BE:

BUT ISN’T
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*Adjusts solely for historic rates of inflation and 

population growth, and assumes normal economic 

growth.

The Illinois Structural Deficit 
(How Revenue Growth Will Not Keep Pace With The Cost of Current Services)

2006
2007

2008
2009

2010
2011

2012
2013

2014
2015

2016
2017

2018
2019

2020
2021

2022
2023

2024
2025

2026

Revenue

Expenditures

$24 Billion

$49 Billion

$44 Billion

$39 Billion

$34 Billion

$29 Billion

WHICH CREATES:
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Fair?  Responsive?
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Illinois
State & Local Taxes in 2007
Shares of family income for non-elderly taxpayers
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Income Lowest Second Middle Fourth Top 20%

Group 20% 20% 20% 20% Next 15% Next 4% TOP 1%

Income Less than $18,000 – $36,000 – $58,000 – $95,000 – $196,000 – $500,000

Range $18,000 $36,000 $58,000 $95,000 $196,000 $500,000 or more

Average Income in Group $10,100 $26,600 $47,000 $74,700 $128,900 $300,700 $2,084,700

 Sales & Excise Taxes 6.9% 5.5% 4.4% 3.6% 2.7% 1.7% 0.8%
  General Sales—Individuals 3.5% 3.0% 2.5% 2.2% 1.7% 1.1% 0.5%

  Other Sales & Excise—Ind. 1.7% 1.0% 0.7% 0.6% 0.4% 0.2% 0.1%
  Sales & Excise on Business 1.7% 1.4% 1.1% 0.9% 0.6% 0.4% 0.2%

 Property Taxes 4.8% 3.6% 3.7% 3.7% 3.9% 3.1% 1.5%
  Property Taxes on Families 4.7% 3.4% 3.6% 3.5% 3.7% 2.7% 0.6%
  Other Property Taxes 0.1% 0.2% 0.2% 0.2% 0.3% 0.3% 0.8%

 Income Taxes 1.2% 1.9% 2.3% 2.4% 2.4% 2.4% 2.6%
  Personal Income Tax 1.2% 1.9% 2.2% 2.3% 2.3% 2.3% 2.2%
  Corporate Income Tax 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.4%

TOTAL TAXES 13.0% 11.0% 10.4% 9.7% 9.0% 7.2% 4.9%

Federal Deduction Offset –0.0% –0.1% –0.3% –0.5% –0.8% –0.7% –0.8%

TOTAL AFTER OFFSET 13.0% 10.9% 10.1% 9.2% 8.2% 6.5% 4.1%

Note: Table shows 2007 tax law updated to reflect permanent changes in law enacted through October 2009.
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INCOME TAX

INCREASE

3% ���� 5%

3% ���� 2% = 5%

2/3 = 67%

*Note, corporate rate goes up from 4.8% to 8%, 

but―overall corporate tax burden goes down!
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Revenues of Goods and Services as a Percent of 

Gross State Product: Illinois

 (SIC: 1965 - 1996, NAICS: 2007)
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