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Illinois State Budget Crisis 101 and Proposed Solution

Lakeview Action Coalition is made up of 44 institutional members, all brought together by our shared values of justice, diversity and impacting the structures that hurt the most vulnerable in our community.  At least 15 LAC member institutions work directly with the poor in our community, and their ability to be effective has been severely impacted by the State of Illinois’ inability to pay them for their services and cuts to future services.  

It is incumbent upon us to act on the state budget crisis.  It is simply putting our values into action.  

There is no simple answer.  The State of Illinois has long operated with a “structural deficit” – there is not enough income to cover the expenditures.  The recession is further exacerbating this problem.  

First we must be informed, then we can decide how to act together for justice.   
Budget Background and Cuts

State of Illinois current spending obligations (amounts as of 8/18/10):

· Unpaid bills ($6 billion)

· Debt repayment ($4.61 billion)

· General fund ($26.32 billion - $1.42 billion in cuts = $24.9 billion)

· Required pension payments ($3.52 billion)

Total Spending Obligations - $40.45 billion

Current revenue - $27.4 billion

Initial deficit - $13.01 billion

Deficit after over $1.4 billion in budget cuts and one-time, non-recurring revenue - $9.136 billion

Human Services Gets Hit First & Hardest

$9 out of $10 from the General Revenue Fund goes to Education, Human Services and Public Safety.
  

These are the easiest items to cut, and have been cut substantially over the last several years.  In fact, the State of Illinois has under-funded human services by $4.4 billion from FY 2002 – FY 2010.
  This has led to a loss of vital services for the most vulnerable, and also the loss of 62,000 mostly private sector jobs in Illinois since 2002.  

Because many of these programs are tied to federal matching funds, reimbursements or grants, General Revenue Fund cuts can mean that the state also sacrifices non-state revenues, compounding the adverse effects to the programs.


The 2011 budget so far includes $576 million in cuts from the Department of Human Services Budget, which funds much of the social service provision in the state.  In addition to these cuts, many social service agencies are waiting for payments promised to them in the FY 2010 budget (remember the $6 billion in unpaid bills), which leads to staff cuts and uncertainty.  

State Government is trimmed to the bone:  


According to a 2008 census, Illinois ranks 49th in per-capita non education state employees.  

In the current budget, many state employees are taking 24 unpaid furlough days – that is 2 days off per month!  Many departments have seen travel budgets cut in half, which hinders their ability to do site visits.  

Nuts and Bolts of the Tax Increase Proposal:

The State of Illinois has the 14th lowest tax burden among the 50 states
.  Illinois’ income tax rate of 3% is one of the lowest in the country, and is 21% below the national average.  

During the past legislative session, House Bill 174 proposed reforms to increase revenue in Illinois.  This bill would:

· Increase revenue by $5 to $5.2 billion 

· Increase the individual income tax rate from 3% to 5%

· Increase corporate tax rate from $4.8 to 5%

· Expands sales tax to include other consumer services

· Give back to individuals by increasing the standard exemption for individual taxpayers from $2,000 to $3,000

· Provide property tax relief, triple the state’s refundable Earned Income Tax Credit

LAC’s Process Moving Forward:

LAC members will spend the Fall 2010 reaching out to member institutions, educating them on the budget crisis and the impacts of recent cuts.  At the November Community Council Meeting, LAC members will vote to determine if LAC will support tax reform solutions such as those proposed in HB 174.  
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