
©  2011, Center for Tax and Budget Accountability
1

CENTER FOR TAX AND BUDGET ACCOUNTABILITY
70 E. Lake Street  Suite 1700  Chicago, Illinois 60601  direct: 312.332.1049  Email:  rmartire@ctbaonline.org

Tax Increases, Spending Caps 
and the FY2012 General Fund 

Budget in Illinois

For:
Tuesday, September 20, 2011; 11:00 am

Charting the Course Toward Illinois Solvency: A Panel Discussion
UIC Medical Center Campus – Student Center West

828 S. Wolcott, Chicago Rooms A, B and C
Chicago, Illinois

Presented  by:
Ralph Martire, Executive Director

mailto:rmartire@ctbaonline.org�


©  2011, Center for Tax and Budget Accountability
2

Illinois’  Worst Fiscal Crisis Since Great Depression
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(i) Revenues Amount*

Projected State Own Source Revenue (pre-tax increase) $20.026 B

Projected Federal Revenue $ 4.844 B

Other Projected Transfers In $ 1.810 B

TOTAL FY2012 PROJECTED REVENUE (without the 
tax increase)

$26.680 B

(ii) Hard Costs Entering FY2012

Carry Forward Unpaid Bills from FY2011 $6.05 B**

One-Time Revenue Used in FY2011 $3.00 B

Debt Service FY2012 $2.137 B

Pension Payment FY2012 $4.829 B***

Transfers Out FY2012 $2.317 B

SUBTOTAL HARD COSTS $18.333 B

(iii) Cost of Flat Funding Nominal Dollar Amount of 
FY2011 GF Appropriations for Services in FY2012

$24.313 B

(iv) TOTAL FY2012 REVENUE NEEDED TO PAY HARD 
COSTS & MAINTAIN FLAT FUNDING OF SERVICES

$42.646 B

(v) INITIAL FY2012 REVENUE SHORTFALL (Before 
1/13/2011 tax increases)

(-$15.966 B)

* All data from the FY2012 Budget Book and GOMB 1/20/2011 plan, except as noted in *** below.

** FY2012 Budget Book, Chap. 2-14, Footnote 3

*** The pension contribution is from the March 10, 2011, update to the “Supplemental Digest to 
Retirement Systems’ Audits” issued by the State Auditor General.

Revenue Shortfall Entering FY2012:
(Without the January, 2011, Tax Increase)
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That $15.9 B shortfall 
entering FY2012 was a real 
problem because……Over $9 

out of $10 of G.F. are spent on:

• Education 
(k-12, plus Higher Ed) 35%

• Healthcare 30%

• Human Services 21%

• Public Safety 5%
91%
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Percentage Increases in Illinois General Fund 
Spending (Net of Pension Ramp) versus Inflation and 

Population Growth FY2000 to FY2010

What were main causes—
Not profligate spending
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Every Major Category Of Real Funding 
For Current Public Services 
Has Been Cut Since FY 2000 
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Category FY 2012 Enacted
FY2000 Adj 

(ECI)4

Diff FY 
2012 - FY 

2000 
(ECI)4 %Change

FY2000 
Adj (ECI 
and Pop 
Growth)4

Diff FY 
2012 - FY 
2000 Adj 
(ECI and 

Pop 
Growth)4 %Change

General Fund 
Including Pensions $28,729 NA NA NA NA NA NA

Pension $4,594 NA NA NA NA NA NA

General Fund 
Excluding Pensions $24,135 $28,484 ($4,349) -15.3% $30,829 ($6,694) -21.7%

K-12 Education $6,851 $6,877 ($26) -0.4% $7,443 ($592) -8.0%

Higher Edcuation $2,089 $3,055 ($965) -31.6% $3,306 ($1,217) -36.8%

Health Care1 $7,174 $8,271 ($1,097) -13.3% $8,952 ($1,778) -19.9%

Human Services2 $4,834 $6,529 ($1,694) -26.0% $7,066 ($2,232) -31.6%

Public Safety3 $1,608 $1,917 ($309) -16.1% $2,075 ($467) -22.5%

Sources: Previous slide, FY 2000 data from CGFA FY 2002 Budget Summary. 

Notes: 1) DPH and HFS (Public Aid in 2000 and 2001)
            2) Aging, DCFS and DHS

            3) Corrections, Juvenille Justice, and State Police. No Juvenille Justice in FY 2000. 
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Primary Causal 
Factors were:

•Flawed Tax Policy

•Irresponsible Fiscal 
practices

•The “Great Recession” 
of 2008-2009 
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1. Illinois Structural Deficit 

Assuming FY2000 to FY2008 Economic Conditions 
and FY 2000 Balanced Budget Appropriation 

(adjusted for Inflation and Population Growth)

Five Consequence of Flawed Tax Policy

*Cannot be solved with cuts alone
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2.  Cuts to Human Services

One agency bears the 
brunt of cuts: DHS

($ in Millions)

Category FY2011 
Enacted

FY2012 
Enacted

$ Change % 
Change

Department of Aging $628 $820.3 $192 30.4%

Department of Child and Family 
Services

$836 $835.5 (-$80) (-0.1%)

Department of Human Services $3,663 $3,205 (-$457) (-12.5%)

Total Across Agencies $5,128 $4,860 (-$266) (-5.2%)
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Shortfall in FY2012 K-12 State Education 
Funding Relative to FY2000 Adjusted for 

Inflation and Population Growth
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$ Difference in Per Pupil 
Foundation Level Funding

EFAB vs. ACTUAL

The Illinois State Board of Education estimates it would cost $3.1 billion to increase the current Foundation Level to the 
EFAB recommendation. 

—Which aren’t helping—
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*NOTE:  It’s a fixed cost for business as well.

4.  High Property Taxes
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The "Ramp" before the 2008 Economic meltdown!
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5.  Resulted in Irresponsible Fiscal Practices
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A. New Annual Revenue 
Under P.A. 96-1496

Item New Annual Revenue to 
General Fund

Increase Personal Income Tax Rate from 3% to 5% $6.05 B

Increase Corporate Income Tax Rate from 4.8% to 7% $770 M

Decouple from the Federal Repeal of the Estate Tax $182 *

Temporarily Suspend the Net Operating Loss Carry Forward for Corporations $250 M

Annual Net to General Fund $7.252 B **

* In FY2013 and FY2014, GOMB increases this estimate to $240 M.
**NOTE: in FY2011 GOMBestimates the aforesaid tax increases will generate $2.88 B in new General Fund 
revenue.

Partial Solution Passed in January 2011

B.  Spending Limits
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Projected Annual Revenue 
Shortfalls Under Spending Caps

(Current $ in Billions)

 

Revenues 2012 2013 2014 2015 
State Own Source 1 $22.18 $22.34 $22.98 $23.39 
Federal 1 $4.84 $5.13 $5.44 $5.77 

Individual Income Tax 2 $6.05 $6.22 $6.39 $2.40 
Corporate Income Tax 3 $0.77 $0.80 $0.84 $0.17 
Estate Tax 4 $0.18 $0.24 $0.24 $0.24 
Suspension of Net Operating Loss Carryover 4 $0.25 $0.25 $0.25 $0.25 
Loss of Federal Medicaid Match 4 ($0.20) ($0.30) ($0.40) ($0.40) 
Loss of Tobacco Litigation Proceeds 4 ($0.14) ($0.14) ($0.14) ($0.14) 

Total Revenue projected to be available 5  $33.93 $34.55 $35.61 $31.68 

Annual Spending Caps $36.82 $37.55 $38.31 $39.07 

Annual Revenue Shortfall ($2.89) ($3.00) ($2.70) ($7.39) 
Notes: See Appendix 

Which are Funny — Because:
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CORPORATE TAX RATES 

Who’s Gonna Move? 
 

Illinois:  7% until 2015, then 5.25% 
   

Midwest  Big States 
Iowa: 6 – 12% (12% @ $250,000)  Pennsylvania: 9.99% 

Indiana: 8.5%  New Jersey: 9% 
Wisconsin: 7.9%  California: 8.84% 
Missouri: 6.25%  New York: 7.1% 
Kentucky: 4.6%  Florida: 5.5% 
Michigan: 4.9%   
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IL State Own-Source Revenue Under Neighboring  
State Revenue Shares FY2008 Current $ Billions 

 State Own-Source 
Revenue as a 

Percentage of Personal 
Income 

Increase or Decrease in IL GF 
Revenue if Illinois Had Equal 
State-Based Tax Burden as a 
Percentage of State Income 

Illinois 7.6%  

Indiana 9.7% +  $11.16 B 

Iowa 9.7% +  $11.16 B 

Kentucky 10.7% +  $16.48 B 

Missouri 7.6% $0 

Wisconsin 10.1% +  $13.29 B 

Sources: 
1) 2008 State Revenue as a Percentage of Personal Income, Federation of Tax 
Administrators, updated July 19, 2010. 
2) Increases based on BEA 2008 Illinois Personal Income of $531.591 B 

 

Meanwhile, Pre-Tax Increase
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…..AND, “Post-Tax Increase”

Share Own-Source 
Revenue as a Percentage 

of Personal Income

Increase or Decrease in IL 
GF Revenue Revenue if 
Illinois Had Equal State-
Based Tax Burden as a 

Percentage of State 
Income

Illinois* 8.8%

Indiana 9.8% $5.5

Iowa 9.7% $5.0

Kentucky 10.7% $10.5

Missouri 7.6% ($6.7)

Wisconsin 10.1% $7.2

2) Increases based on BEA 2008 Illinois Personal Income.
* This overstates the actual new tax burden.

Sources:

IL State Own-Source Revenue Under Neighboring State 
Revenue Shares FY 2008 Current $ Billions After Passage of 

the 2011 Tax Increase

1) 2008 State and Local Revenue as a Percentage of Personal Income, Federation of Tax 
Administrators, updated July 19, 2010. 
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Future Options :
• Borrowing from financial 

institutions to  pay overdue bills 
and cover operating costs 

• Continued deferment of payments 
owed providers

• Further cutting appropriations for 
services

• Raising Revenue the right Way:
– Expanding sales tax to services

– Taxing some retirement income

– A progressive income tax

– Decoupling from Bonus Depreciation (+$600 M)

– Use realistic revenue forecasts ($33.9 B vs. 
$33.17 B) – a gain of $600 M
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Retirement Income

Above $50,000 $362.7 M 
(≅ 18%)

Above $100,000 $111.8 M
(≅ 3.4%)
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AS FOR HEALTHCARE, WELL…….

Medicaid spending by Funding Source
(Federal, State and Local)
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For More Information:

Center for Tax and Budget Accountability
www.ctbaonline.org

Ralph M. Martire
Executive Director
(312) 332-1049
rmartire@ctbaonline.org

Ron Baiman, Ph.D.
Director of Budget and Policy Analysis
(312) 332-1480
rbaiman@ctbaonline.org

Yerik Kaslow
Director of Education and General Policy
(312) 332-2151
ykaslow@ctbaonline.org

F
ur

th
er

 In
fo

rm
at

io
n

http://www.ctbaonline.org/�
mailto:rmartire@ctbaonline.org�
mailto:rbaiman@ctbaonline.org�
mailto:ykaslow@ctbaonline.org�

	Slide Number 1
	Illinois’  Worst Fiscal Crisis Since Great Depression
	That $15.9 B shortfall entering FY2012 was a real problem because……Over $9 out of $10 of G.F. are spent on:	
	Percentage Increases in Illinois General Fund �Spending (Net of Pension Ramp) versus Inflation and �Population Growth FY2000 to FY2010
	Slide Number 5
	Slide Number 6
	Primary Causal Factors were:
	Five Consequence of Flawed Tax Policy
	Slide Number 9
	�Shortfall in FY2012 K-12 State Education Funding Relative to FY2000 Adjusted for Inflation and Population Growth
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Projected Annual Revenue Shortfalls Under Spending Caps�(Current $ in Billions)
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Future Options :
	Slide Number 21
	Retirement Income
	Medicaid spending by Funding Source�(Federal, State and Local)
	For More Information:

