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Illinois State & Local Revenue

• In 2005 (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 (just 28% of the 

total) – versus local – revenue

• Illinois is the most reliant state on 

property taxes to fund schools in the 

nation.

(National Education Association Data)

P
R

O
P

E
R

T
Y

 T
A

X
 R

E
L

IA
N

C
E

P
R

O
P

E
R

T
Y

 T
A

X
 R

E
L

IA
N

C
E



©  Center for Tax and Budget Accountability 2008

5

42.12%

2.84%
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0.83%

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

30.00%

35.00%

40.00%

45.00%

1990-2005 2000-2005

Illinois Total Property Tax Revenue Growth 

Vs. State Median Income Growth

Total Property Tax
Revenue Growth

State Median Income
Growth

T
H

E
 B

U
R

D
E

N
 I

S
 T

O
U

G
H

T
H

E
 B

U
R

D
E

N
 I

S
 T

O
U

G
H

All data inflation adjusted to 2008

Income Data: US Department of Census
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NOW FOR CONTEXT:

• In 2007, Illinois ranked 
fifth nationally with a 
Gross State Product in 
excess of $609 billion.

• 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.
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Illinois GDP 

Growth Lags
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• Between 1990 and 

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 pay less than manufacturing

� On average, most of these service 
jobs pay 29% less than the 
manufacturing jobs they replaceL
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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, 27% of the 

Illinois population is  

either on Medicaid or 

uninsured



©  Center for Tax and Budget Accountability 2008

11

• 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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The current recession 

will make things worse:

• Illinois’ unemployment rate is 
now 7.6%―worse than the 
national 7.2% rate (IDES)

• Single Family Housing permits 
are down by over 50% from 
last year (COGFA)

• New car vehicle registrations 
are down over 23% from last 
year (COGFA)
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• Why the Economic Problems?
– NOT TAX BURDEN OR WASTEFUL SPENDING

• Illinois’ total state AND local tax burden, as a 
percentage of personal income ranks only 45th

in the nation.

• The second lowest tax burden in the Midwest to 
Missouri.
– Illinois taxes 14.8% of income - Missouri 14.7%

• Illinois also ranks only 42nd in spending among 
the states
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Education now matters more 

than ever to economic 

prosperity:

����unemployment rates are highest 

for those with the least 

education.

����Wages are also tied to education 

levels.

E
X

H
IB

IT
 

E
X

H
IB

IT
 ““

AA
””

IS
 E

D
U

C
A

T
IO

N
IS

 E
D

U
C

A
T

IO
N



©  Center for Tax and Budget Accountability 2008

15

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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Median Hourly Wages 

for Minorities lag 

Behind 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.

• Currently $5,734 – 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 $7,393 (after adjusting for 

inflation)

• Total cost:  $2.1 billion
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Foundation formula districts receive significantly less than the amount received by flat 
grant and alternative formula districts in property tax revenue, meaning they rely far 
more heavily on state support. 

http://www.isbe.net – “2007 IL Report Card”
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Equalized Assessed Valuation (EAV) is a proxy for a school district’s local 
property wealth available to be taxed. The average EAV of flat grant 
districts is more than 5 times greater than foundation-formula districts.S
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Higher Education Appropriations 

Have Failed to Keep Pace With Inflation Since 2003
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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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Has State Funding of Community Colleges

 Kept Up With Inflation?
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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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FY 2008 GRF Appropriations by Agency as a Percent of Total  

TOTAL GRF: $27.94 Billion

Agrilculture

0.2%

Administration

4.2%

Natural Resources

0.3%

Corrections

4.5%

Environmental 

Protection Agency

0.0048%

Health Care

30.0%

Children and Family 

Services

3.2%

Human Services

15.0%

Higher Education

7.9%

Pensions

4.5% Other

4.7%

Illinois State Board 

of Education

25.5%

Source: Illinois Commission on Government Forecasting and Accountability, FY 2008 Budget Summary

-ISBE and Higher Ed does not include pension contributions

-Pension contributions include FY 2008 GRF appropriated

-Health Care includes Public Health and Health Care and 

Family Services

-Administration includes all boards, commissions, agencies, 

authorities, districts, councils, OMB, Revenue, CMS, 

Inspector General and all legislative, constitutional and 

judicial offices
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*The unfunded liability figures of $44.2 billion and $54.4 billion are based on the Commission on Government 
Forecasting and Accountability,  Report on the Fiscal Condition of the Illinois Public Employee Retirement Systems, 
July 2007.
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The "Ramp" before the 2008 Economic meltdown!

Required Yearly Pension Payments: 

 FY 2006 - FY 2045
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FY 2006 and 2007 Pension Holiday  

$2,117.2
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SHORT CHANGING THE SYSTEM
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WHAT ABOUT 
REVENUE GROWTH
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Illinois State Major Tax Revenues Have Not Kept Up With 

Inflation by Over $7 Billion Since 2000 
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Includes:  Personal and Corporate Income, State Sales, and 

Public Utility Taxes.  Source, Illinois Commission on 

Government Forecasting and Accountability.  Inflation 

based on Bureau of Labor Statistics, CPI.

THERE ISN’T ANY
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Revenue Growth – always a 

problem – is falling far 

below projections:

• COGFA now anticipates FY2009 

revenue will be $1.3 B LESS than 

initially projected in FY 2009 

budget!$
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Illinois State Government 

is in the worst fiscal crisis 

since the Great Depression

• the backlog of unpaid bills was almost 

$2 billion as of 12-31-08

• Payment cycle is 48 days

• Comptroller Hynes notes both are 

record highs for midpoint of a fiscal 
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Meanwhile – Because of the 
Economy:

Greater demand for public 
services

Declining revenues for state 
coffers

Demand

Tax Dollars $
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FAIR ���� PROGRESSIVE

RESPONSIVE ���� TO MODERN ECONOMY

STABLE ���� DURING POOR

ECONOMIES

EFFICIENT ���� DOESN’T DISTORT

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

population growth, and assumes normal economic 

growth.
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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
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-$237 M! SHORTFALL―without funding 

pension ramp, enhanced 

investment in schools, or 

adding or expanding any 

public services:

3.

$907 M INFLATIONARY COST OF 

MAINTAINING FY2007 SERVICE 

LEVELS IN FY 2008 

2.

$670 M PROJECTED FY2008 GENERAL 

FUND REVENUE  

Growth from State and 

Federal Sources:

1. 
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How the Structural 

Deficit Works
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-$3,080Total Estimated FY 2008 Deficit

-$193

Dollar Amount of FY 2008 One-Time 

Revenues to be Used to Cover 

Spending on Public Services (Fund 

Sweeps and Charge Backs)

-$2,000

Dollar Amount of Unpaid Medicaid 

Bills in FY 2007 Carried Over to FY 

2008

-$650

Dollar Increase in the Required FY 

2008 Pension Funding Payment over 

FY 2007

-$907

Dollar Amount Necessary to Keep Up 

with the Inflation Costs of 

Continuing FY 2007 General Fund 

Service Levels

$670Forecasted FY 2008 Revenue 

Increase

Dollar AmountCategory
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FY2009 DEFICIT PROJECTION

-$3.969BAnticipated Deficit for FY2009

-$1.4BDecember, 2008 short term Borrowing 

that must be repaid in FY2009

-$1.6BUnpaid Medicaid Bills carried from 

FY2008 into FY2009

-$.969BDifference between FY2009 Revenues 

and Appropriations

$29.643BFY2009 General Fund Appropriations

$28.674BNet 2009 Revenue Remaining

-$435BAdjustment to Forecast due to decrease 

of 10thCasino license

$29.109BFY2009 General Revenue Forecast
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FY 2009 General Fund Appropriations from Commission on Government Forecasting and 
Accountability FY 2009 Budget Summary

Medicaid Carryover from FY 2008 from Comptroller's Quarterly, October 2008
Short Term Borrowing from Commission on Government Forecasting and Accountability December 
Monthly Revenue Report

Commission on Government Forecasting and Accountability, December Monthly Revenue Report states Illinois will not receive 

sale of 10th casino license up front  revenues until FY 2010
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GRF Expenditures by 

Category, 1995 - 2006

-$2,302.1$12,613.1-$1,201.1$10,311.0$11,512.1$8,808.0

All public 

services 

except 

Health 

Care, 

Education 

and 

Pensions

$195.2$743.2$260.1$938.4$678.3$519.0Pension

$849.2$6,184.8$1,389.1$7,034.0$5,644.9$4,319.0Health Care

$887.6$5,235.4$1,344.6$6,123.0$4,778.4$3,656.0Education

-$370.1$24,776.5$1,792.7$24,406.4$22,613.7$17,302.0

General 

Revenue 

Fund

$ Difference 

Betwee

n 1995 

Adj'd

for ECI 

& 2006 

Enacte

d

FY 1995 ECI 

Adjuste

d to 

FY2006 

$ Difference 

Betwee

n 1995 

Adj'd

for CPI 

& 2006 

Enacte

d

FY 2006 

Enacted

FY 1995 CPI 

Adjuste

d to 

FY2006 

FY 1995    

ActualCategory

**Notes:  Health care includes Medicaid and state employee health insurance 

Sources: State of Illinois' Traditional Budgetary Financial Reports and Fiscal Focus 
Illinois' FY2006 Budget

National Association of State Budget Officers
Comptroller Fiscal Focus, January 1997

CPI and ECI based on Bureau of Labor Statistics 

The Real Long-Term Impact



©  Center for Tax and Budget Accountability 2008

45

-6%

5%

33.20
%

50.20%

93.4
%

-20%

0
%

20%

40%

60%

80%

100%

Bottom 60% 
Next
20%

Top
20%

Top
15%

Top
1%

Income Growth in the United States 1979-1999
(Real 1999 Dollars)

*Source U.S. Census Data
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Progressive Taxation
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State & Local Tax Burden 

as a Percentage of Income
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Income 
Range 

 
Less than 
$16,000  

$16,000 – 
$30,000  

$30,000 – 
$48,000  

$48,000 – 
$77,000  

$77,000 – 
$148,000  

$148,000 – 
$295,000  

$295,000  
or more 

Average 
Income 

$8,900 $22,600 $38,500 $61,100 $101,400 $203,600 $1,322,100 

Tax Burden 12.7% 11% 10% 9.2% 7.7% 6.2% 4.6% 
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Illinois – Sadley – is Regressive 

(6th worst in the Nation)
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SB750 is designed to:

� Be sound tax policy for the modern, capitalist economy

� Make tax burden fairer, by making it more progressive―the
bottom 60% of income earners won’t pay more in taxes after
SB750 passes

� Improve school funding by
� Raising the foundation level

� Enhancing special education funding
� Targeting $300M in additional funds to struggling schools
� Investing $300M more per year in higher education

� Eliminate the Unfunded Pension Liability

� Provide progressive property tax relief statewide, that 
effectively helps struggling communities while reducing fixed 
costs for business

� Keep Illinois’ status as a low tax state

S
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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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For Tax Fairness ����

FAMILY TAX CREDIT

EXAMPLE:

Tax Credit of $500

Income Tax Liability     $200

Balance $300

Taxpayer receives a $300 
check for the balance, 
offsetting sales, excise and 
property taxes paid.

SUMMARY:

$900 million refundable 
credit targeted to middle, 
low and no income families

Designed to eliminate 
impact of tax 
enhancements under 
SB750 on middle/low 
income taxpayers

Net effect – through 
refundability feature, the 
credit effectively relieves 
both income and sales tax 
changes, so the bottom 
60% of income earners do 
not pay more in taxes 
under SB750
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Goods and Service Sectors as a 
Percentage of the Total Illinois Economy
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�Brings stability by taxing solely

consumer services, like bowling, 

lawn care and health clubs

�SB750- DOES NOT TAX 

healthcare, housing or business 

services
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After SB750:

�No more pension ramp

�Flat payments of around $4 billion 
per year amortize the full 
unfunded liability

�Out year payments become easier

�Normal cost handled by current 
revenue
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PROPERTY TAX RELIEF
AMOUNT: $2.9 billion, statewide

METHOD: Abatement of 25% of the property taxes that 
fund education Minimum guaranty of 20%, with 
extra relief to low income areas

TRANSPARENCY:  Amount of abatement shown on individual 

property tax bills

Description River Forest Chicago Heights

Total Bill $10,000 $ 6,000

School Levy $ 7,000 $  4,000

Portion of School Levy    ($1,400) ($1,200)

already paid by the state 20% minimum 30%, after bonus relief

Net Paid by Property

Tax Payor $8,600 $4,800
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CONTINUING 

APPROPRIATION
A + B + C

���� ���� ����

FY BR $1.8 billion ECI
Foundation Level CPI

����

$2.9 billion Property Tax

����

Special Education Mandate,
Bonus Investment Pool
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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

Chrissy A. Mancini
Director of Budget and Policy Analysis
(312) 332-1481
cmancini@ctbaonline.org

Yerik Kaslow
Research Associate
(312) 332-2151
ykaslow@ctbaonline.org
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