Dear Editor;

John McCarron’s  “Money pits: Pensions, politicians and pills” (10/21/07), mistakenly blames the pensions of public workers and retired teachers for the fiscal problems of state and local governments.  
The real reason Illinois has a $42 billion plus unfunded pension liability has been the state’s repeated failure to make the full employer contribution it owed the five public retirement systems over the past 30 years.  Where did the money actually go?  The lion’s share of State spending goes to public education; health care for the poor, elderly, and disabled; law enforcement; human services; and environment and natural resources.  Our State leaders, year after year, elected to fund these priorities while underfunding the public pension plans.   

Our problem is NOT the cost of pension benefits accrued in the future by public workers.  Our problem is the cost of principal and interest on the benefits already earned by current and retired public school teachers, public university employees, and state employees.   That cost, as McCarron knows, is not going to go away, and the sooner we pay it, the less it is going to cost.
Current public pension benefits are a relative bargain for taxpayers.   McCarron apparently doesn’t know that 78% of Illinois’ public employees (public school and university employees, for example) are not covered by Social Security, so the State pays no FICA taxes on their earnings, a savings of 6.2% of payroll.  The pension plans of retired public school teachers and university workers are therefore their sole source of retirement security.  The average pension for retired teachers in Illinois is $3173/month.  The average pension for retired public university employees is $1740/month.  The average pension for retired State of Illinois employees is $1625/ month, state retirees do also earn Social Security benefits (and pay FICA taxes for them).  And, all public employees make contributions to their pension plans.   
McCarron would put newly hired teachers and other public workers into defined contribution pensions that are now common in the private sector.  What he apparently doesn’t know is that such plans are both more costly to administer than traditional public sector pension plans, and historically have earned less returns on the dollars invested.  
Due to pension reforms already enacted by the Illinois General Assembly, the state’s average net retirement cost for a newly hired teacher or state worker (after worker contributions) is less than 6% of that worker’s earnings.  Just how much cheaper would a plausible defined contribution plan be for new hires?  And what sort of retirement security would we be providing to these employees we trust to teach our children, staff our prisons, and provide other essential public services.
No, cutting pension benefits for future hires will not solve either our State’s pension funding problem or the broader fiscal problem that causes political leaders to sometimes call for increased revenues.  Even the Civic Committee of the Commercial Club and the Taxpayers’ Federation of Illinois recognize that increased state revenues are going to be an essential part of any fiscal reform required to help Illinois pay off it’s huge and growing debt, including what it owes to public pension funds and to the bond holders who bought the $10 billion in so-called “pension obligation bonds.”   

Illinois’ unfunded pension liability will not go away until our state’s leaders work together to reform the state’s fiscal system.   Taking pot shots at public school teachers and other public workers and retirees ignores the facts about current pension benefits and diverts public attention from the difficult decisions and choices that must be made if Illinois is to ever pay what it owes to the public pension systems and also make necessary future investments in public education, healthcare, human services, transit and law enforcement. 
Jourlande Gabriel, Director
Illinois Retirement Security Initiative

