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1. INTRODUCTION
The FY2019 Illinois General Fund budget was passed by the General Assembly on May 31, 2018, and signed into
law by Governor Bruce Rauner on June 4th. While that should not be noteworthy, in this case, it is. After all, the
FY2019 General Fund budget is the first budget agreed upon by both the General Assembly and Governor in
Illinois since FY2015. In fact, despite this being his fourth year in office, the FY2019 budget represents two
“firsts” for Governor Rauner.
For starters, the FY2019 General Fund budget is the first budget that Governor Rauner actually signed. It’s also
the first time Illinois had a fully enacted General Fund budget pass into law prior to the start of its corresponding
fiscal year during Governor Rauner’s tenure. Governor Rauner’s first two years in office (FY2016 and FY2017),
came and went with no final budget ever being passed. In FY2018, the General Assembly passed a budget, but it
was vetoed by Governor Rauner. The General Assembly, however, was subsequently able to override that veto,
but not until after FY2018 had already begun.
Among the highlights of the FY2019 General Fund budget is that the state will, for the second fiscal year in a
row, increase funding for K-12 Education by at least $300 million over prior year levels, as required by the new
Evidence-Based Funding for Student Success Act (EBF) that was enacted last year.1 Better yet, the EBF counters
years of school funding inequity in Illinois by requiring that fully half of this new investment flow to those school
districts which the evidence shows are furthest away from having the resources needed to educate the students
they serve.2 Another positive for education funding in FY2019 is the scheduled increase in Early Childhood
Education of $50 million, or 11.2 percent, over FY2018 levels.
Despite the good news for K-12 and Early Childhood Education, Illinois continues to underfund many crucial
General Fund services—specifically Higher Education and Human Services—both of which have seen significant
cuts in real, inflation adjusted dollars since the turn of the century, and were most adversely affected during the
two year budget impasse under Governor Rauner.
Moving from funding to revenue, it appears that lawmakers and the Governor will continue the now longstanding and somewhat dubious tradition of relying on various—questionable—gimmicks, in an attempt to
make the FY2019 General Fund budget appear to be more fiscally sound than it actually is. For instance, the
FY2019 budget includes “revenue” from the sale of the Thompson Center. This sounds reasonable, until one
recognizes that FY2019 will be the third consecutive fiscal year phantom “revenue” from that particular
phantom “sale” has been used to prop up the budget. The FY2019 budget also spends some $445 million in
revenue that is projected to materialize in savings from a new law which offers pension buyouts to former and
current state employees. However, that $400 million in savings projected for the FY2019 budget relies on
several overly optimistic assumptions which likely will not materialize. This in turn will generate a yet
undetermined revenue shortfall, that could potentially reach hundreds of millions of dollars.
Of even greater concern, however, is the FY2019 budget’s failure to address two historic fiscal shortcomings that
are so significant, they impair the state’s capacity to continue funding core services into the future. The first of
these short comings is the significant accumulated deficit in the General Fund, which is projected to grow from
an estimated $8.994 billion at the end of FY2018, to an estimated $9.862 billion by the end of FY2019. In
layman’s terms, the state’s accumulated deficit represents the amount of unpaid bills which remain outstanding
at the end of a fiscal year. For perspective, if the projected deficit of $9.862 billion materializes, it will mean 38.1
percent of all expenditures on current services in FY2019 were in reality deficit spending.
As was the case in FY2018, there is no plan to handle paying down this backlog of bills in FY2019 or beyond. No
matter who wins the Governor’s office in November (current Republican Governor Rauner or his Democratic
opponent, candidate J.B. Pritzker), either will have a tough task ahead: how to create and implement a longterm, sustainable policy for resolving the state’s still growing backlog of bills.
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Second, there is the ever-increasing fiscal strain created by P.A. 88-0953, which is the 1995 legislation known as
the “Pension Ramp.” The Pension Ramp established an irresponsibly back-loaded schedule for repaying the debt
the state incurred over decades by intentionally under funding its five public employee pension systems.
Payments under the Pension Ramp increase annually in unaffordable increments. This in turn reduces the fiscal
capacity of the General Fund to cover current services. That’s problematic given that over $9 out of every $10 of
General Fund spending on current services goes to Education, Healthcare, Human Services, and Public Safety. If
the status quo remains, lawmakers will be forced to continue to cut spending on these core services.

2. KEY FINDINGS














The FY2019 General Fund budget illustrates that Illinois’ tax system is poorly designed and fails to respond
to the modern economy.
o This failure has had consequences—the most significant of which is the creation of a “structural
deficit”.
 A “structural deficit” occurs when year-to-year state revenue growth is not sufficient to
cover both the costs of: (i) continuing to fund the same level of public services from one
fiscal year into the next, adjusting solely for inflation; plus (ii) repaying debt service.
 In the case of Illinois’ General Fund, the primary obligation is the roughly $129.1 billion
owed to the state’s pension systems at the start of FY2018.
 The bottom line, because of its structural deficit, Illinois’ General Fund deficits grow
annually, even when service levels remain constant in real, inflation-adjusted terms.
Illinois’ deficit problem is nothing new. According to the state Comptroller’s Office, Illinois has had a deficit
in its General Fund every fiscal year since at least 1991 (the records do not cover years prior to that date).3
That includes the administrations of Governors Edgar, Ryan, Blagojevich, Quinn, and Rauner.
Because these fiscal struggles have existed for such a long period of time, many have concluded that
overspending on services has to be one of the primary causes of Illinois’ continually growing deficits. The
data, however, clearly indicate that Illinois’ deficits have not been driven by spending on services. Instead,
the state’s flawed tax policy and the statutory plan for repaying the debt Illinois owes to its five public
pension systems created under the Pension Ramp, are the primary drivers of the state’s structural deficit.
In fact, when the maximum authorized appropriations for current services in FY2019 are compared to
General Fund spending in FY2000, the data reveal Illinois has made the policy decision to cut all core services
other than Early Childhood in real, inflation-adjusted terms, and that after inflation, the maximum total
potential spending on current services in FY2019 will be $7.9 billion or 24.3 percent less, than in FY2000.
Over time, the evidence shows that decision-makers have implemented a long-term policy of resolving the
state’s fiscal problems, in large part, through service spending cuts. This course of action is difficult to justify
given Illinois’ status as a low spending state nationally. In calendar year 2017—the last year for which there
is comprehensive data for all 50 states—Illinois had the fifth highest state GDP overall, the 12th highest state
GDP per capita, and sixth largest population of any state. However, Illinois ranked 22nd in total General Fund
spending per capita in FY2017.
Indeed, net General Fund expenditures on Current Services for FY2019 are projected to be $1.6 billion less in
nominal, non-inflation adjusted dollars than they were, a decade ago in FY2009.
Total state General Fund revenue for FY2019 is projected to be $38.22 billion, an increase of $475 million
(1.3 percent) from FY2018.
o However, expenditures are scheduled to be $38.643 billion. Which would exceed revenue by $423
million for the year.
The accumulated General Fund deficit by the end of FY2019 is projected to be $9.862 billion. This represents
the dollar amount of unpaid bills which will be outstanding when FY2019 ends.
o This is an increase of $868 million from FY2018, which has a projected year end deficit of $8.994
billion.
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o
















Continuing a long-term pattern, the Governor and lawmakers have failed to identify or propose any
plan to pay off the state’s outstanding bill backlog, whether in FY2019 or beyond.
Of the $38.643 billion in spending called for in the FY2019 General Fund:
o Spending on Hard Costs—which are expenditures mandated by law or contractually required, and
includes items such as pensions, debt service, and Group Health—is slated to be $12.773 billion, or
33.1 percent of total FY2019 General Fund budget expenditures.
o Spending on “Current Services”—which are expenditures that cover the core services of Education,
Healthcare, Human Services, and Public Safety—is scheduled to be $25.87 billion, after netting out
the “Unspent Appropriations” for the year. Unspent Appropriations is a line item in the budget that
allows decision makers to spend a specified dollar amount less than what was initially appropriated
for various services.
Of the $7.478 billion appropriation for pensions in FY2019, $5.604 billion (or 75 percent) is made up of debt
service payments under the Pension Ramp, while only $1.88 billion (or 25 percent) is for the employer
“normal cost” of covering benefits being earned by current employees.
o If Illinois had not significantly underfunded its pension systems for generations by borrowing against
what it owed to fund benefits, the FY2019 pension payment would be only 4.9 percent of total
General Fund expenditures for the year, rather than the 18.2 percent it actually is, once repayment
of the debt owed to the pension systems under the Pension Ramp is accounted for.
The $7.478 billion pension payment in FY2019 is $445 million less than it was initially scheduled to be,
because lawmakers are claiming the state will save said $445 million under a pension buyout plan being
offered to former and current state employees in FY2019.
o However, it is uncertain, even doubtful, whether these savings will materialize, because the savings
assumptions are based upon a similar program that was offered in Missouri —where benefits are
both lower than in Illinois and are not constitutionally guaranteed as they are in Illinois.
The enacted FY2019 General Fund budget net appropriation of $25.87 billion for Current Services prioritizes
the core service areas of Education—including Pre-K, K-12 and Higher Ed—(37.9 percent), Healthcare (30
percent), Human Services (21.1 percent), and Public Safety (6.9 percent).
o Combined, these core service areas account for nearly 95 cents out of every dollar of FY2019
General Fund appropriations for Current Services.
The FY2019 General Fund appropriations for Healthcare, Early Childhood Education, K-12 Education, and
Higher Education are all greater in nominal dollars than in FY2018.
o Meanwhile, FY2019 appropriations for Human Services and Public Safety are scheduled to be cut in
nominal dollars from FY2018 levels.
Despite the $300 million in new FY2019 funding for K-12 education required by the EBF, overall K-12 funding
in Illinois remains over $7 billion short of what the evidence indicates is needed to provide an adequate
education to all students statewide.
While in nominal dollars year-to-year funding for Higher Education is scheduled to increase in FY2019 by $54
million from FY2018 levels, total appropriations for Higher Education in the FY2019 General Fund budget
remain $365 million less in nominal dollars, and a whopping $1.94 billion, or 52 percent, less in inflation
adjusted dollars, than 19 years ago in FY2000.
o This long-term disinvestment in Higher Education by the state has had many negative consequences.
 In FY2017, Illinois had the fourth highest public in-state tuition and fees for full-time
students in the nation.
 Tuition at Illinois’ public universities has increased by 136.3 percent since FY2000 for Illinois
residents, compared to the national average of 83.8 percent over the same time period.
During the FY2016 and FY2017 budget impasse, Human Services received a $508 million (or 10.2 percent)
cut in appropriations, resulting in a statewide reduction in essential services.
o Unfortunately, the FY2019 General Fund budget appropriation for Human Services is $163 million
(or 2.8 percent) less in nominal dollars than in FY2018.
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The true extent of the state’s disinvestment in Human Services is illustrated when funding therefor is
reviewed over the long-term. Illinois is currently scheduled to spend less in real, inflation adjusted terms on
Human Services in FY2019 than it did nearly two decades ago, by some $2.3 billion or 29 percent.
Healthcare appropriations in FY2019 are scheduled to be $8,056.8 billion, which is $828.2 million more in
nominal dollars than in FY2018. This increase will allow the state to continue providing Medicaid assistance
to all eligible Illinoisans who are currently enrolled in the program. That is significant, given that 3.1 million
people—or 24 percent of the state’s population—is enrolled in Medicaid.

3. FY2019 REVENUE
3.1 Revenue is Projected to Increase Slightly from FY2018
As shown in Figure 1, total state General Fund revenue for FY2019 is projected to be $38.22 billion after
distributions to the Refund Fund, Local Government Distribute Fund, Public Transportation Fund, and the
Downstate Public Transportation Fund. That represents a modest $475 million or 1.3 percent increase over
FY2018.
Figure 1
FY2019 General Fund Revenue Estimate ($ Millions)
FY2018
FY2019
Revenue Source
(Actual)
(Estimate)
Personal Income Tax
$20,784
$21,263
Corporate Income Tax
$2,607
$2,618
Sales Taxes
$8,256
$8,679
Other Sources
$3,401
$3,395
Transfers In
$2,187
$1,896
Interfund Borrowing
$573
$800
Federal Sources
$4,032
$3,785
Transfer Out: Refund Fund
-$2,494
-$2,469
Transfer Out: Local Governmental Distributive Fund
-$1,155
-$1,251
Transfers Out: Sales Tax Distributions
-$446
-$496
Total General Funds
$37,745
$38,220

Difference

% Difference

$479
$11
$423
-$6
-$291
$227
-$247
$25
-$96
-$50
$475

2.3%
0.4%
5.1%
-0.2%
-13.3%
39.6%
-6.1%
-1.0%
8.3%
11.2%
1.3%

Source: FY2019 estimates CTBA analysis of COGFA, State of Illinois Budget Summary Fiscal Year 2019

Illinois’ revenue outlook for FY2019 improved in July of 2017 when the General Assembly voted to override
Governor Bruce Rauner’s veto of the tax policy changes created by SB 9, which after enactment became P.A.
100-0022. Under P.A. 100-0022, the state’s personal income tax rate increased from 3.75 percent to 4.95
percent, and the corporate income tax rate increased from 5.25 percent to 7 percent.4 In addition, P.A. 1000022 created means testing for claiming the standard personal exemption, the Illinois property tax credit, and
the K-12 education expense credit.5 While previously available to everyone, now married taxpayers whose
adjusted gross income is in excess of $500,000 or single filers whose annual income exceeds $250,000 will no
longer be able to claim the aforesaid credits and exemptions when filing Illinois state income tax returns.6
P.A. 100-0022 also eliminated a number of tax expenditures, while expanding the state’s Earned Income Tax
Credit (EITC).7 The Illinois EITC is based on the federal program and provides “refundable” income tax relief to
low, and low-middle income workers.8 Because it is “refundable” a taxpayer who qualifies for the Illinois EITC
gets the full dollar value of the credit—even if that amount exceeds her or his total income tax liability—in the
form of a refund check covering the difference.9 On January 1, 2018, the state’s EITC increased from 14 percent
to 18 percent of the dollar value of the federal credit.10 Collectively, all the tax policy changes in P.A. 100-0022
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will result in the state netting an additional $5 billion in recurring annual revenue for the General Fund. While
that does not solve all the state's fiscal issues, it certainly puts the state in a better position financially.
In what is becoming an annual tradition, the General Assembly and Governor Rauner have, for the third year in a
row, included $300 million of new, one-time revenue in the FY2019 General Fund budget that is projected to be
generated from the sale of the James R. Thompson Center, which is the Chicago location for many Illinois state
government offices. Indeed, Governor Rauner counted on revenue from the sale of the Thompson Center in
each of his FY2017, FY2018, and FY2019 budget proposals. Following suit, the General Assembly “balanced” the
FY2018 General Fund budget using anticipated revenue from a sale of the Thompson Center.11 Of course, to
date, the Thompson Center has not been sold and numerous contingencies have to be settled involving
everything from zoning concerns to identification of an interested purchaser, for a sale thereof to be realized.12
Indeed, at this juncture closing an actual sale of the Thompson Center this fiscal year is so speculative in nature
that CTBA is not including any of the $300 million in projected revenue therefrom in our analysis of the FY2019
General Fund budget. Accordingly, CTBA has reduced the “Other Sources” of revenue line time in Figure 1 by
$300 million from official projections.
Due to projected growth in Illinois’ economy, revenue from the state’s sales taxes, as well as its personal and
corporate income taxes, is expected to be greater in FY2019 than FY2018. Sales tax revenues are projected to
receive a further year-to-year boost from the recent U.S. Supreme Court decision in South Dakota v. Wayfair,
which held that online retailers will be required to collect sales taxes for all applicable sales made to Illinois
purchasers.13 The FY2019 Budget Implementation Act (BIMP) or P.A. 100-0587, included language allowing the
state to take advantage of this Supreme Court ruling, thereby generating an estimated $150 million in additional
sales tax revenue in FY2019.14
The additional revenue raised under the FY2019 BIMP and P.A. 100-0022 were crucial steps towards improving
Illinois’ fiscal health. However, they weren’t sufficient to eliminate the state’s “structural deficit”. That means
even after the recent revenue enhancements, future General Fund revenue growth will not be adequate to
cover the cost of: (i) continuing the current level of core services into the future, adjusting solely for inflation; (ii)
making all payments of debt service the state owes to third parties like banks and bondholders, as well as the
growth in repaying the debt to the pension systems under the Pension Ramp; and (iii) paying off the backlog of
unpaid bills left over from FY2018—which are projected to total some $8.994 billion. Indeed, CTBA projects the
state’s backlog of bills will increase in FY2019 by $868 million, as detailed in Section 5.1 of this report.

3.2 Illinois’ Tax Policy Makes It a National Outlier
3.2.1

Flaws in the Income Tax

Like most other states, Illinois generates the majority of its revenue through a combination of the individual
income tax, the corporate income tax, and the sales tax. Of those three taxes, the individual income tax is the
largest revenue producer in Illinois, generating 55.6 percent of net General Fund revenue in FY2019.15 Yet,
despite being the top revenue generator for the state, Illinois’ individual income tax suffers from a significant
design flaw—it is imposed on a flat rate basis. Having a flat rate income tax is problematic for a number of
reasons.
For starters, it is now textbook tax policy that income taxes should be used to incorporate fairness into a tax
system, by being designed to correspond to ability to pay.16 This is accomplished by implementing a graduated
rate structure, pursuant to which higher levels of income are taxed at a greater marginal rate than are lower
levels of income. In fact, the income tax is the only tax that can be designed to correspond to ability to pay.
Every other tax levied at the state (primarily sales and excise taxes) or local levels (primarily property taxes)
ignores ability to pay, and imposes tax burden in a manner that is unfair, that is regressive, because they each
take a greater portion of a low to middle income family’s earnings than an affluent family’s. For instance,
consider a worker earning $25,000 per year, and another earning $250,000 per year, who each purchase the
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same lawn mower—and pay the same amount in sales taxes thereon. That sales tax will take 10 times more of
the income of the worker earning $25,000, than it will of the worker earning $250,000.
It has become especially important to use a graduated rate income tax structure to correspond to ability to pay
because of the way growth in income is distributed in the modern economy. As shown in Figure 2, over the
1979-2016 sequence, the bottom 40 percent of earners in Illinois saw their wages decline in real, inflation
adjusted terms, while real wages grew for the wealthiest 10 percent—at rates more than double any other
category of wage earner. For this reason, 33 of the 41 states that assess an individual income tax have designed
their rate structures to comport with ability to pay, by imposing higher marginal rates on higher levels of
income.17 Illinois, however, cannot implement a graduated rate structure for its income tax, because the state is
constitutionally required to impose a flat income tax rate across all levels of income.18 Given that 80 percent of
the states with an income tax have a graduated rate structure, Illinois’ flat rate income tax makes it a national
outlier. Outlier or not, because it has a flat rate, Illinois’ income tax rate for individuals, currently 4.95 percent,
applies to every tax payer in Illinois. This means that the earnings of a minimum wage worker are taxed at the
same marginal rate as the earnings of a millionaire.
Figure 2
Change in Inflation-Adjusted Real Wages in Illinois, 1979-2016
37.3%

40%
30%

19.8%

20%

10.7%

10%

2.7%

4.0%

0%
-10%

-1.9%
-4.8%
-6.0%
10th
20th
30th
40th
50th
60th
70th
80th
90th
percentile percentile percentile percentile percentile percentile percentile percentile percentile
(Median)
-2.3%

Source: Center for Tax and Budget Accountability analysis of Current Population Survey data, adjust for inflation using the CPI-U
data from the State of Working America, Economic Policy Institute, 2016.

From a tax policy standpoint, failing to create at least a modicum of tax fairness by shifting some tax burden to
wealthier individuals through a graduated rate income tax, means Illinois’ tax system has no way to counter the
natural regressivity of all other state and local taxes. This in turn has resulted in Illinois having one of the most
regressive state and local tax systems in America, as highlighted in Figure 3.
Figure 3
Illinois State and Local Taxes Paid as a Share of Family Income for Non-Elderly
Taxpayers Total Tax Burden as a Percentage of Income
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%
0.0%

Percentage of Income

Lowest
Second
Middle
Fourth
Next 4%
Next 15%
Top 1%
20% (Less
20%
20%
20%
($202,000
($99,000($498,000
than
($19,000- ($38,000- ($61,000$202,000)
+)
$19,000) $38,000) $61,000) $99,000)
$498,000)
13.2%

11.8%

10.8%

10.1%

8.7%

7.4%

4.6%

Source: Institute on Taxation and Economic Policy, Who Pays? A Distributional Analysis of the Tax Systems in All 50
States, Fifth Edition, January 2015. Includes all state sales, excise, property, and income taxes.
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In addition to being both contrary to textbook tax policy and unfair to taxpayers, Illinois’ flat rate income tax also
contributes to the ongoing structural deficit in the state’s General Fund. This is because it fails to “respond” to
where growth is actually occurring in the private sector economy. As shown previously in Figure 2, the vast
majority of income growth is concentrated in the wealthiest 10 percent of earners. Because Illinois’ flat rate
income tax cannot respond to that economic reality, it generates less revenue than it would if it had a graduated
rate structure which imposes a higher marginal rate on higher levels of income.
3.2.2

Flaws in the Sales Tax

To make matters worse, the long-term revenue shortfall created by the lack of responsiveness in the state’s
income tax has been compounded by a similar problem in the state’s sales tax—that is, it also fails to respond to
the modern economy, and therefore generates less revenue than it would if properly designed. The reason for
this failure is the “base” of Illinois’ sales tax (imposed under the “Retailers Occupation Tax”, “Retailers Use Tax,”
and “Service Occupation and Use Tax”)19 is too narrow. The “base” of a sales tax is simply the group of
transactions to which it applies. Illinois is one of 45 states that impose a general sales tax.20 However, of those
45 states, Illinois has the narrowest base, as sales taxes in Illinois primarily apply to the sale of goods rather than
services. That is problematic, since, as shown in Figure 4, the sale of services accounts for over 73 percent of the
Illinois state GDP, while the sale of goods accounts for 17 percent.21 Leaving the largest and fastest growing
segment of the economy out of its sales tax base materially impedes the capacity of the Illinois sales tax to
generate adequate revenue to fund core services. For context, if Illinois included in its sales tax base the same
consumer services as do the neighboring states of Iowa and Wisconsin, Illinois would realize an additional $2
billion in annual revenue for its General Fund.22
Figure 4
Goods and Service Sectors as a Percentage of Total Illinois Gross Domestic Product: 1965 - 2016
80.00%

71.9% 73.0% 70.8% 73.0%
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Source: CTBA analysis of Bureau of Economic Analysis, GDP by Industry Data, (SIC 1965-1985, NAICS: 1997-2016)

By not responding to modern economic growth patterns, the state’s two primary taxes—the income tax and
sales tax—fail to generate adequate yearly revenue to maintain service levels from year-to-year, which in turn
creates General Fund deficits even when service levels remain constant in real, inflation-adjusted terms. This
phenomenon, known as a “structural deficit,” is covered in more detail in Section 5.3 of this report.
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4. SPENDING UNDER THE FY2019 ENACTED GENEARL FUND
BUDGET
4.1 General Fund Spending Priorities
The General Fund budget consists of two primary elements: “Hard Costs” and “Current Services.” Hard Costs are
mandatory spending obligations over which decision makers have no discretion, which are either required by
existing law such as debt service payments owed to bondholders, or contractually mandated, like paying health
insurance benefits for state workers. In the FY2019 General Fund budget, $12.773 billion, or 33 percent, of the
$38.643 billion in total, gross appropriations are for Hard Costs. Section 4.2 of this report has the full breakdown
of the FY2019 budget, including a detailed description of all Hard Costs.
“Current Services” cover the spending on public services over which elected officials generally have at least
some discretion. In Illinois’ General Fund, nearly $0.95 out of every $1 spent on Current Services goes to four
main categories: Education, Healthcare, Human Services, and Public Safety. After accounting for
nondiscretionary Hard Costs in FY2019, the budget contains a gross appropriation of $26.823 billion for Current
Services. However, the final net appropriation for Current Services in FY2019 will be $25.87 billion, or $953
million less than the gross appropriation. The reason for this is the enacted FY2019 General Fund budget—as is
typical for most of the previously enacted General Fund budgets—identifies a dollar amount of gross
appropriations that will not actually be spent. This line item is generally dubbed “Unspent Appropriations.”
While the Governor’s Office of Management and Budget (GOMB) provides an estimate of how much of the
gross Current Services appropriation will not actually be spent, GOMB does not provide any detail about which
specific spending categories will not realize their full appropriation. Figure 5 shows the FY2019 Hard Cost and
Current Service appropriations by major category.
Figure 5
FY2019 Enacted General Fund Appropriations ($ Millions)
Category
1.

Total General Fund Appropriation

Total Hard Costs
Debt Service (Pension & Capital Bonds)
Other Statutory Transfers Out
Pension Contributions
Group Health Insurance
2.

Appropriation

General Fund Service Appropriations (Gross)

Healthcare (including Medicaid)
Early Childhood Education

$12,773
$3,312
$396
$7,039
$2,026
$26,823
$8,056
$494

K-12 Education

$7,891

Higher Education

$1,787

Human Services

$5,671

Public Safety

$1,855

Other

$1,069

Unspent Appropriations

($953)

3.

Net General Fund Service Appropriations

$25,870

4. NET TOTAL GENERAL FUND APROPRIATIONS—ALL ILLINOIS
$38,643
Sources: CTBA analysis of P.A. 100-0586, P.A. 100-0587, Governor Bruce Rauner’s Fiscal Year 2019 Proposed Budget, COGFA,
State of Illinois Budget Summary Fiscal Year 2019
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Spending on Current Services is “primarily” rather than “entirely” discretionary for a number of reasons. For
instance, transfers of funds from the federal government to Illinois are restricted and can only be used for the
specific program generating the transfer like Medicaid. Moreover, the state has to operate certain facilities, like
correctional facilities, or provide certain services, like the protection of abused and neglected children, subject
to court orders which require specific staffing and funding minimums. Last, as indicated previously, every year
an amount of the total, gross appropriations are intentionally left unspent.
Figure 6 provides a breakdown of how every $1 of gross appropriations made in the FY2019 General Fund
budget is intended to be spent, including both Hard Costs and Current Services spending.
Figure 6
The Share of Each Dollar That Goes to Hard Costs and
Current Services in the FY2019 General Fund Budget23
Healthcare, $0.20

Human Services, $0.14

K-12 Education, $0.20
$0.00

$0.10

Pension (Normal Cost),
$0.05
Debt Service, $0.08
Higher Education, $0.04

$0.20

$0.30

$0.40

Pension (Debt), $0.14
$0.50

$0.60

Group Health, $0.05
Public Safety, $0.05

$0.70

$0.80

$0.90

$1.00

Source: CTBA analysis of P.A. 100-0586, P.A. 100-0587, Governor Bruce Rauner’s Fiscal Year 2019 Proposed Budget Not shown:
$0.03 on Other and $0.01 on Early Childhood Education and Other Statutory Transfers Out.

As shown in Figure 6, for every $1 in taxes paid into the General Fund, approximately $0.33 goes to aspects of
the budget the Governor and General Assembly have little to no discretion over—like pension debt and debt
service on bonds—while the remaining $0.67 will be spent on current year services. Out of that $0.67: $0.20 is
for K-12 education; $0.20 is for Healthcare; $0.14 goes to Human Services; $0.05 goes to Public Safety; $0.04 for
Higher Education; and only $0.03 is targeted for all other government services, including environmental
protection, economic development, and Illinois’ Constitutional offices. Meanwhile, $0.14 will go towards paying
down pension debt.

4.2 FY2019 Hard Costs
FY2019 General Fund Hard Cost appropriations are detailed in Figure 7.
Figure 7
FY2019 Hard Costs ($ Millions)
Total Hard Costs
FY2018
FY2019
Group Health Insurance
$1,858
$2,026
Debt Service (Pension & Capital Bonds)
$2,807
$3,312
Other Statutory Transfers Out
$586
$396
Pension Contributions
$6,687
$7,039
Total
$11,938
$12,773

Difference

% Difference

$168
$505
-$190
$352
$835

9.0%
18.0%
-32.4%
5.3%
7.0%

Sources: CTBA analysis of P.A. 100-0586, P.A. 100-0587, Governor Bruce Rauner’s Fiscal Year 2019 Proposed Budget, CTBA Governor
Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor Addresses Long-Term Structural Fiscal Issues
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“Group Health Insurance,” “Debt Service,” “Other Statutory Transfers Out,” and “Pension Contributions” are the
Hard Costs payable in FY2019. Collectively, these items will total $12.773 billion in FY2019, an $835 million (7
percent) nominal dollar increase from FY2018.24 These expenditures are categorized as “Hard Costs” because
they are either required to be paid by current law or legally mandated under a state contract. Hence, neither the
General Assembly nor Governor has the discretion to reduce or eliminate them. Since Hard Costs must be paid,
they constitute an immediate charge against the revenue available to fund core services in a fiscal year—like
Education, Healthcare, Human Services, and Public Safety. As a corollary, because the Hard Costs for a Fiscal
Year must be paid, any accumulated deficit the state may be carrying in its General Fund impacts solely the
discretionary appropriations made for Current Services in the applicable fiscal year.
The first item listed under Hard Costs in Figure 7 is “Group Health Insurance” or “Group Health,” which covers
the cost of the state’s health insurance program provided to current employees and retirees. In FY2019, the
appropriation for Group Health is $2.026 billion, a $168 million (9 percent) nominal dollar increase from
FY2018.25
The next item listed in Figure 7 is “Debt Service.” Debt service payments are payments made on general
obligation bonds. Proceeds from the sale of general obligation bonds have primarily been used to finance capital
projects and meet the state’s required pension contribution. In the FY2019 budget, $3.312 billion will be spent
on debt service, a $505 million nominal dollar increase from FY2018.26 This increase is mainly due to FY2019
being the first fiscal year to include repayment of the $6 billion bond the state issued in FY2018 to help pay
down the backlog of bills in the General Fund.27
In FY2018, state decision makers felt compelled to issue $6 billion in bonds to pay-off a portion of what was then
a backlog of bills that exceeded $16 billion.28 By bonding out $6 billion of the backlog, Illinois was able to pay
some late bills sooner than its fiscal system would otherwise permit. Because the average interest rate on these
bonds was 3.5 percent, this bond issuance actually saved the state—and taxpayers—some interest cost. In fact,
according to State Comptroller Susana Mendoza, the use of $6 billion in bonds to pay past due bills saved
taxpayers around $2 million a day, or $730 million annually—because Illinois will pay a much lower interest rate
on the bond debt (3.5 percent) than it was paying on the past due bills.29 This savings is a positive, since Illinois
racked up $1.14 billion in interest costs on its backlog of bills over the FY2016 and FY2017 sequence.30 Of course,
the state’s $6 billion of borrowing to pay back roughly 40 percent of its backlog of bills will have to be repaid
over the next decade, with the amount, maturity of the bonds, and interest rates varying.31
The third Hard Cost listed in Figure 7 is “Other Statutory Transfers Out”. As the name implies, Other Statutory
Transfers Out covers expenditures other than for pension debt and Debt Service that, pursuant to existing state
legislation, must be paid from the General Fund annually. In FY2019, Other Statutory Transfers include a number
of items, including the repayment of loans extended to the General Fund by other, special state funds like the
Budget Stabilization Fund.32 The appropriation required to cover Other Statutory Transfers was greatly reduced
in FY2018, when the General Assembly changed the process pursuant to which revenue is transferred into the
Local Government Distributive Fund (LGDF). Under the LGDF, the state shares some of its income tax revenue
with local governmental authorities like municipalities. Previously, the LGDF was covered by revenue transfers
made entirely through the General Fund. Since FY2018, however, most LGDF transfers are made directly, bypassing the General Fund altogether.33 This change decreases the amount of annual revenue that goes into the
General Fund, but that revenue decrease is set-off entirely by a simultaneous reduction in the Hard Cost
appropriation for the LGDF. While this may appear at first glance to be simply a change in state accounting, it is
troubling because the new process is not as transparent as the prior budget practice.34 Moreover, in FY2018, the
LGDF was “prorated” at 90 percent.35 This means that the state passed legislation authorizing it to fund only 90
percent of its statutory LGDF obligation. In FY2019, the state will again prorate the LGDF, but this time at 95
percent.36 Due to this change, local governments will receive more funding in FY2019 through the LGDF than
they did in FY2018, but still not what they are fully entitled to receive by statute. The state will also prorate the
Public Transportation Fund and the Downstate Public Transportation Fund at 95 percent in FY2019.37
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The Hard Cost line for “Pension Contributions” in Figure 7 includes the vast majority of payments to the five
state funded pension systems: the Teachers’ Retirement System (TRS), State University Retirement System
(SURS), State Employees Retirement System (SERS), the General Assembly Retirement System (GARS), and the
Judicial Retirement System (JRS).38 Of the $7.039 billion FY2019 pension contribution shown in Figure 7, $5.604
billion is the debt service payment on the unfunded liability, while only $1.88 billion is for the employer “normal
cost” needed to cover benefits being earned by current employees who are members of the state pension
systems.39 Another $125 million goes to healthcare benefits for retirees who were employed by a non-CPS
school district.40
A word of caution: while significant, the FY2019 appropriation of $7.039 billion may actually be below what the
state will end up paying in FY2019. That is because lawmakers are projecting the state will save $445 million in
FY2019 pension costs that otherwise would accrue, due to a new pension buyout plan that was passed during
the Spring Legislation session (P.A. 100-0587).41 These projected savings, however, are highly optimistic. The real
savings will in all likelihood be millions, if not hundreds of millions, less, because the savings assumptions are
based upon a similar program that was offered in Missouri where benefits are both lower than they are in
Illinois, and not constitutionally guaranteed as they are in Illinois.

4.3 Discretionary Spending Priorities
Since Hard Costs are mandatory expenditures required by law, they do not provide much insight into current
legislative or gubernatorial policy priorities. Discretionary spending, on the other hand, does. Discretionary
spending in the FY2019 enacted General Fund budget is comprised of the appropriations made for Current
Services. The Education appropriation is broken down into three subcategories: “Early Childhood Education,” “K12 Education,” and “Higher Education.” The agency responsible for administrating appropriations for both Early
Childhood Education and K-12 Education is the Illinois State Board of Education (ISBE). The Higher Education
category includes appropriations made to the Board of Higher Education, the Illinois Community College Board,
the Illinois Mathematics and Science Academy, the Illinois Student Assistance Commission, the State Universities
Civil Service System, and Illinois’ nine public universities.
The “Human Services” category includes all appropriations made for the three agencies primarily responsible for
delivering those services: the Department on Aging (DOA), Department of Children and Family Services (DCFS),
and the Department of Human Services (DHS). Several other agencies that receive small amounts of General
Fund appropriations are also grouped into the Human Services category.42 The “Public Safety” category includes
appropriations for the Department of Corrections (DOC), Department of Juvenile Justice (DJJ), the Illinois State
Police, and several smaller agencies.43
The “Healthcare” category consists of appropriations for the Department of Health and Family Services (DHFS)
and the Department of Public Health.44 Note that the vast majority of funding for DHFS is the over $7 billion in
FY2019 General Fund targeted for Medicaid.45
The category of “Other” includes appropriations for every other service and function of state government,
including appropriations for: legislative agencies such as the General Assembly and Commission on Government
Forecasting and Accountability (COGFA); state Constitutional Offices; smaller state agencies such as the
Department of Central Management Services (CMS), Department of Commerce and Economic Opportunity, and
Department of Revenue; all environmental protection expenditures; and various boards, commissions, and
authorities, such as the Capital Development Board and East St. Louis Financial Advisory Authority.
As shown in Figure 8, the FY2019 Enacted General Fund budget for Current Services continues to prioritize the
same core services of Education (37.9 percent), Healthcare (30 percent), Human Services (21.1 percent), and
Public Safety (6.9 percent) the state has historically devoted its General Fund to providing. Combined, these core
service areas account for nearly 95 cents out of every dollar of FY2019 General Fund appropriations for Current
Services.
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Figure 8
Enacted FY2019 General Fund Current Services Budget
(Total Gross Spending on FY2019 Current Services = $26.823 Billion)
Other, 4.0%
Public Safety, 6.9%

Healthcare , 30.0%

Human Services,
21.1%

Early Childhood
Education, 1.8%
Higher Education,
6.7%
K-12 Education, 29.4%
Source: CTBA analysis of P.A. 100-0586

Although Figure 8 shows the breakdown of the $26.823 billion in appropriations for Current Services that is the
maximum amount authorized for FY2019, actual spending on Current Services in FY2019 will be less, due to
spending reductions authorized by the $953 million in “Unspent Appropriations” budget line. Hence, net
spending on Current Services in FY2019 will likely be $25.87 billion, however, there currently is no detail
available to allocate to specific service categories the cuts authorized pursuant to the Unspent Appropriation
line.

4.4 Nominal Dollar Comparison of FY2019 Current Services Budget to FY2018
Figure 9 shows how appropriations for public services in the enacted FY2019 General Fund budget compare to
FY2018 in nominal dollars. In FY2019, Healthcare, Early Childhood Education, K-12 Education, and Higher
Education are scheduled to receive nominal dollar increases in appropriations from FY2018 levels.
Figure 9
FY2019 General Fund Appropriations Compared to FY2018 Final – Nominal Dollars ($ Millions)
Category
FY2018
FY2019
Difference
% Difference
Healthcare
$7,229
$8,056
$827
11.4%
Early Childhood Education
$444
$494
$50
11.2%
K-12 Education
$7,760
$7,891
$131
1.7%
Higher Education
$1,733
$1,787
$54
3.1%
Human Services
$5,834
$5,671
-$163
-2.8%
Public Safety
$1,869
$1,855
-$14
-0.7%
Other
$1,175
$1,069
-$106
-9.0%
General Fund Service Appropriations

$26,044

$26,823

$779

3.0%

Source: CTBA analysis of P.A. 100-0586 and CTBA Governor Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor
Addresses Long-Term Structural Fiscal Issues
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In contrast, Human Services (-2.8 percent) and Public Safety (-0.7 percent) are scheduled to be cut in nominal
dollars. In total, the gross enacted General Fund appropriations authorized for Current Services in FY2019 are
$779 million or 3.0 percent more than in the enacted FY2018 budget. However, as indicated previously, the
enacted appropriation authorization for FY2019 is subject to being reduced by $953 million in “Unspent
Appropriations” which will leave net spending for the year at $25.87 billion

4.5 In Real Terms, Funding for All Core Services in the FY2019 General Fund Budget
Other than Early Childhood Education are Less than FY2000 Levels, But in Some
Cases are Greater than FY2018 Levels
Of course, a nominal dollar comparison does not provide an accurate barometer of whether spending on
services is actually growing, staying flat, or declining. That is because nominal dollar comparisons do not adjust
for either inflation or population change, both of which make it more expensive to provide the same level of
services from one fiscal year into the next.
There are two major inflation metrics published by the Federal Bureau of Labor Statistics (BLS) that are used to
determine how much the cost of products and services increase over time. The first is the Consumer Price Index
(CPI). The CPI is a comprehensive inflation measure that broadly covers the change in price for all goods and
services in the economy. The CPI covers changes in the cost of everything from Pop Tarts and hair care products
to bowling. The reality is state government does not purchase the vast majority of items included in the CPI. So
while the CPI is an excellent metric for evaluating the economy as a whole, it is not the best choice for
evaluating public sector spending.
The second major inflation metric is the Employment Cost Index (ECI). As the name implies, the ECI covers a
narrower number of items than the CPI and focuses on changes in the cost of paying compensation to workers
over time. Public services are very labor intensive, and the vast majority of public sector expenditures on
services made through the Illinois General Fund—75 to 85 percent annually—cover the compensation paid to
the healthcare workers, teachers, correctional officers, social workers and other civil servants who provide the
public services consumed in communities across the state. Hence, the ECI is the more accurate metric for
analyzing the inflationary cost increases that impact public sector expenditures on services.
Calculating inflation adjustments over time is relatively simple. Say expenditures on Public Safety were $100 in
year one, and the inflation rate for that year was three percent. In year two, the appropriation for Public Safety
would have to be $103 to purchase the same level of services provided in year one, in what is referred to as
“real”—i.e. inflation-adjusted—terms. If in year two Public Safety received an appropriation of $101, then
despite the $1 increase in nominal appropriations, in real, inflation-adjusted terms, spending was actually cut by
$2.
Figure 10 shows how authorized spending on Current Services under the enacted FY2019 General Fund budget
compares to the enacted FY2018 General Fund budget, in real, inflation-adjusted dollars. When adjusted for
inflation and population growth, total spending on Current Services is scheduled to be just $171.7 million (0.6
percent) greater in real, inflation adjusted dollars in FY2019 than in FY2018. This real growth in spending is led
by enhanced investments in Healthcare, Early Childhood Education, and Higher Education. However, FY2019
spending on K-12 Education, Human Services, and Public Safety will all see real decreases from FY2018. Note
that Figure 10 compares FY2019 authorized spending on Current Services for FY2019 to authorized spending in
FY2018. Actual spending in both FY2018 and FY2019 will be less than what was authorized in those fiscal years
by $1.07 billion and $953 million respectively, after netting out the applicable Unspent Appropriations line item
for those years.
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Figure 10
Illinois General Fund Spending: Gross Enacted FY2019 Compared to Gross Enacted FY2018,
Adjusted for Inflation and Population Growth ($ Millions)
FY2018
FY2018 Enacted (Adj
$ Difference (Adj
FY2019
%
Category
Enacted
for Inflation &
for Inflation &
Enacted
Change
(Nominal) Population to FY2019)
Population)
Healthcare
$7,229
$7,402
$8,056
$654.0
8.8%
Early Childhood Education
$444
$454
$494
$39.5
8.7%
K-12 Education
$7,760
$7,939
$7,891
-$48.0
-0.6%
Higher Education
$1,733
$1,773
$1,787
$14.1
0.8%
Human Services
$5,834
$5,969
$5,671
-$297.7
-5.0%
Public Safety
$1,869
$1,912
$1,855
-$57.1
-3.0%
Other
$1,175
$1,202
$1,069
-$133.1 -11.1%
Net General Fund Service
Appropriations

$26,044

$26,651

$26,823

$171.7

0.6%

Sources: CTBA analysis of P.A. 100-0586 and CTBA Governor Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor
Addresses Long-Term Structural Fiscal Issues. Inflation for healthcare inflated by Midwest Medical Care CPI; all other appropriations
adjusted using ECI from the BLS as of May 2018 and population growth from the Census Bureau as of July 2017.

While total spending on Current Services is scheduled to increase in FY2019 compared to FY2018 in real terms,
that is not the case when FY2019 is compared to General Fund spending on Current Services in FY2000. Instead,
the data reveal Illinois has made the policy decision to cut spending in real terms on all core services—other
than Early Childhood Education—over the FY2000 through FY2019 sequence.46 As shown in Figure 11, the
maximum appropriations authorized for all Current Services in the FY2019 enacted General Fund budget are less
in real, inflation adjusted terms in total—and in every individual service category except Pre-K—than in FY2000.
Figure 11
Illinois General Fund Spending On Core Services FY2019 Compared to FY2000 Enacted,
And FY2000 Adjusted for Inflation and Population Growth into FY2019 Dollars ($ Millions)
Category

FY2000
Enacted
(Nominal)

FY2000 (Adj for
Inflation & Population
to FY2019)

FY2019
(Enacted)

$ Difference (ECI
and Pop Growth
Adjusted)

%
Change

K-12 Education
Early Childhood Education
Higher Education
Healthcare
Human Services
Public Safety

$4,674
$170
$2,152
$5,022
$4,599
$1,350

$8,094
$295
$3,727
$10,329
$7,965
$2,338

$7,891
$494
$1,787
$8,056
$5,671
$1,855

-$203
$199
-$1,940
-$2,273
-$2,294
-$483

-2.5%
67.5%
-52.0%
-22.0%
-28.8%
-20.7%

Net General Fund Service
Appropriations (Gross)

$20,064

$32,747

$24,801

-$7,947

-24.3%

Sources: FY2000 unadjusted appropriations from Governor’s final budget summary for FY2000; and FY2019 CTBA analysis of P.A. 1000586. Inflation for healthcare inflated by Midwest Medical Care CPI; all other appropriations adjusted using ECI-C from the BLS as of May
2018 and population growth from the Census Bureau as of July 2017.

In the FY2019 enacted General Fund budget, Higher Education funding is cut in real terms by “at least” 52
percent when compared to FY2000, while Human Services will experience a reduction in real appropriations of
“at least” 28.8 percent. The reason for using the qualifying phrase “at least” in the preceding sentence is
because the final differential between FY2000 and FY2019 spending on Current Services will be greater than
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what is indicated in Figure 11, after application of the $953 million in “Unspent Appropriations” for FY2019.
However, as indicated previously, at this juncture it is not known how said Unspent Appropriations will be
allocated, so the gross enacted appropriations for FY2019 were used in Figure 11.
Figure 12 illustrates the importance of adjusting for inflation to obtain an accurate picture of how spending on
services really changes over time. When the impact of inflation is not included, spending on General Fund
Services in FY2019 appears to be 23.6 percent greater in FY2019 than in FY2000. However, after adjusting for
inflation using ECI and population changes over this time period, the maximum amount of General Fund
spending authorized for Current Services in FY2019 in real terms is 24.3 percent, or $7.947 billion less than in
FY2000. When using CPI as the inflation metric, the maximum amount of spending on current services
authorized for FY2019 is 18.8 percent less than in FY2000.
Figure 12
FY2019 General Fund Services Appropriations Relative to FY2000,
in Nominal Dollars and Adjusted for Inflation and Population Growth
30.0%

23.6%

20.0%
10.0%
0.0%
-10.0%
-20.0%

-18.8%
-24.3%

-30.0%
Nominal

CPI

ECI

Sources: FY2000 unadjusted appropriations from Governor’s final budget summary for FY2000; and FY2019 CTBA analysis of P.A.
100-0586. Inflation for healthcare inflated by Midwest Medical Care CPI; all other appropriations adjusted using ECI-C from the BLS
as of May 2018 and population growth from the Census Bureau as of July 2017.

Over time, the evidence shows that Illinois decision makers have implemented a long-term policy of resolving
the state’s fiscal problems, in large part, through service spending cuts. This course of action is difficult to justify
given Illinois’ status as a low spending state nationally. Consider that, in calendar year 2017—the last year for
which there is comprehensive data for all 50 states—Illinois had the fifth highest state GDP overall, the 12th
highest state GDP per capita, and sixth largest population of any state.47 However, Illinois ranked 22nd in total
General Fund spending per capita in FY2017.48 Illinois also ranked 49th out of all 50 states in number of state
workers per 1,000 residents in 2016.49
While the state’s per capita spending is illustrative of Illinois’ status as a low spending state, it is not the best
metric to use. Spending as a percentage of state GDP is more informative, given that it takes into account a
state’s total wealth, and hence measures effort versus capacity. As of FY2017, Illinois ranked just 37th out of all
50 states in General Fund spending as a percentage of state GDP.50 The bottom line is that by any metric chosen,
Illinois is low spending when compared to other states.
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5. THE PROJECTED FY2019 ACCUMULATED GENERAL FUND
DEFICIT, AND THE ONGOING STRUCTURAL DEFICIT
5.1 The General Fund Will End FY2019 with an Accumulated Deficit of Roughly $9.9
Billion
As shown in Figure 13, the minimum, accumulated General Fund deficit is projected to be $9.862 billion by the
end of FY2019. This is an increase of $868 million from FY2018, which is projected to have a year-end deficit of
$8.994 billion.51
Figure 13
FY2019 Estimated Accumulated Deficit52
Revenue

$
Millions

(i)

FY2019 Revenue53

$38,220

FY2019 Hard Costs

$12,773

Remaining
Revenue (Revenue
– Spending)
$25,447

(ii)

Revenue After Hard Costs

$25,447

Accumulated Deficit Carry
Forward from FY2018

($8,994)

$16,453

(iii)

Projected Net FY2019
General Fund Revenue
Available for Services

$16,453

Projected Net General Fund
Service Appropriations after
Unspent Appropriations

$25,870

($9,417)

(iv)

Assumed Savings from
Pension Buyout

Surplus/Deficit Remaining
after General Fund Service
Spending (Net)

($9,862)

($9,862)

Step

$445

Projected Accumulated FY2018
General Fund Deficit
Projected Deficit as a Percentage
of General Fund Service
Appropriations

$
Millions

Spending

($9,862)
-38.1%

Sources: CTBA analysis of P.A. 100-0586, COGFA, FY 2019 Economic Forecast and Revenue Estimate and FY2018 Revenue Update, and
CTBA Governor Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor Addresses Long-Term Structural Fiscal Issues.

Initially, FY0218 was projected to have a deficit north of $16 billion. Decision makers reduced that projected
deficit by selling $6 billion in bonds, the proceeds of which were used to cover a portion of that significant backlog of unpaid bills. And while, as previously shown in this report, that bond issuance will save taxpayers money,
by incurring debt in the form of bonds to pay some past due bills, Illinois made its accumulated deficit appear
artificially smaller, while creating a new $6 billion Hard Cost, the payment of which will limit the amount of
funding the state can appropriate for General Fund Services in the years to come.
Unfortunately, the aforesaid bond issuance was not part of any long-term policy strategy to reduce and
ultimately eliminate the state’s accumulated deficit. Indeed, there currently is no legislative nor gubernatorial
proposal on the table to deal with either paying the $9.862 billion bill backlog projected for the end of FY2019,
or to stop the annual growth in the state’s accumulated deficit. So, despite the additional $5 billion in annual
revenue that will be generated from the income tax increases and related fiscal policy adjustments contained in
P.A. 100-0022 which passed in the summer of 2017, annual General Fund spending in Illinois—which is low in
comparison to other states—will, most likely, continue to exceed annual General Fund revenue. No matter who
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wins the Governor’s office in November (either Republican and current Governor Rauner or Democratic
candidate J.B. Pritzker), he will have a tough task ahead of him: how to create and implement a policy to resolve
the state’s (still) growing backlog of bills.

5.2 Spending on Services Has Not Driven Illinois’ Ongoing Deficit Problem
Illinois’ deficit problem is nothing new. According to the state Comptroller’s Office, Illinois has had a deficit in its
General Fund every fiscal year since at least 1991 (the records do not cover years prior to that date).54 That
includes the administrations of Governors Edgar, Ryan, Blagojevich, Quinn, and Rauner. That’s three Republicans
and two Democrats, illustrating the bi-partisan nature of this particular issue. Because these fiscal struggles have
existed for such a long period of time, many have concluded that overspending on services has to be one of the
primary causes of Illinois’ continually growing deficits. The data, however, clearly indicate that Illinois’ deficits
have not been driven by spending on services. Instead, the state’s flawed tax policy and the statutory plan for
repaying the debt Illinois owes to its five public pension systems, are the primary drivers of the state’s structural
deficit.
As demonstrated in Section 4.5 of this report, after adjusting for inflation and population growth, real General
Fund spending on services for FY2019 is projected to be less than in FY2000. In fact, net General Fund
expenditures on Current Services for FY2019 are projected to be $1.6 billion less in nominal, non-inflation
adjusted dollars than they were, a decade ago in FY2009, as illustrated in Figure 14.55
Figure 14
Change in Net General Fund Budgeted56 Appropriations (Nominal, $ in Billions)
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Source: CTBA analysis of P.A. 100-0586 and COGFA data.

5.3 Illinois’ Structural Deficit
For nearly two decades CTBA has shown how the data consistently demonstrate that the Illinois tax system has
historically failed to generate enough General Fund revenue to cover both the cost of: (i) maintaining delivery of
the same level of public services from year-to-year, after adjusting solely for inflation and population changes;
and (ii) repaying the state’s debt service, which in Illinois is primarily the debt service owed to the state’s
pension systems. This remains the case in FY2019. The ongoing mismatch in the state’s General Fund between
the lower rates of growth for revenue than the pace of increase in the cost of maintaining service levels plus
paying existing debts called a “structural deficit.” Figure 15 is a graphic depiction of the structural deficit in the
Illinois General Fund.
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Figure 15
Illinois State General Fund Structural Deficit with the EBF Fully Funded by 2029 ($ Millions)
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The structural deficit depicted in Figure 15 assumes that: (i) FY2019 revenue projections are accurate;57 (ii) the
state investment in K-12 Education increases by the $7.369 billion (on an inflation adjusted basis) required to
fund the EBF fully by FY2029; (iii) spending on all other services remains constant in real terms, meaning that no
programs are expanded or added—funding just grows to cover inflation; and (iv) revenue will continue to grow
at historic annual rates.58
The state’s structural deficit outlined in Figure 15 raises very real concerns about the state’s capacity to continue
funding core services into the future.

6. GENERAL FUND SERVICE APPROPRIATIONS: DRILL DOWN BY
MAJOR CATEGORY
6.1 The State Will Increase K-12 Funding in FY2019 by at Least $300 Million Under the
Evidence Based Formula.
The year-to-year change in appropriations for Early Childhood and K-12 Education made in the FY2019 General
Fund budget requires some detailed analysis to understand. At first blush, things appear simple enough. The
FY2019 General Fund appropriation for Early Childhood and K-12 Education is $8.385 billion dollars. This
represents a nominal increase of $181 million (2.2 percent) compared to the FY2018 appropriation of $8.204
billion, as shown in Figure 16. So far, so good.
However, after adjusting for inflation (using the ECI and population), a nuanced and, at first impression counterintuitive series of data emerge. On the one hand, funding for Early Childhood Education is scheduled to increase
in real terms by $39 million (8.7 percent) on a year-to-year basis. The gross appropriation for K-12 Education, on
the other hand, is scheduled to be $48 million (-0.6 percent) less after inflation in FY2019 than it was in FY2018.
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Figure 16
FY2019 Enacted Early Childhood and K-12 Education Appropriations
Compared to FY2018 in Nominal and Inflation Adjusted Dollars ($ Millions)
FY2018 Enacted
$ Difference
(Adj for
(Adj for
$ Difference % Change
Category
FY2018 FY2019
Inflation &
Inflation &
(Nominal) (Nominal)
Population to
Population to
FY2019)
FY2019)
Early Childhood
$444
$494
$50
11.2%
$454
$39
K-12
$7,760 $7,891
$131
1.7%
$7,939
-$48
Total
$8,204 $8,385
$181
2.2%
$8,393
-$8

% Change
(Adj for
Inflation &
Population
to FY2019)
8.7%
-0.6%
-0.1%

Source: FY2019 CTBA analysis of P.A. 100-0586; CTBA Governor Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor
Addresses Long-Term Structural Fiscal Issues. Inflation adjusted using ECI-C from the BLS as of May 2018 and population growth from the
Census Bureau as of July 2017.

The aforesaid decline in real spending on K-12 Education seems counterintuitive, given that Illinois passed The
Evidence-Based Funding for Student Success Act (P.A. 100-0465) or EBF, last year, and that legislation requires
annual increases in K-12 funding of at least $300 million.59 The EBF is designed to ensure every school district
has adequate resources to implement those evidence-based education practices which are identified in the
statute and have been shown to enhance student achievement. According to ISBE, in FY2018 total K-12
Education funding in Illinois was $7.369 billion short of what the EBF shows is needed to provide an adequate
education to every student.60 Recognizing this shortfall existed, the EBF required that the state bump K-12
funding by at least $300 million annually until full funding is realized.61
As it turns out, due to some intricate budgetary maneuvers, overall funding for K-12 Education in FY2019 only
appears to decrease in inflation-adjusted terms from FY2018 levels, while in reality K-12 funding under the EBF
does in fact gain a year-to-year increase of $300 million as required by statute. Identifying how those seemingly
inconsistent outcomes happen requires some explanation.
In FY2018, the General Assembly technically appropriated $6.706 billion in funds for the EBF.62 In FY2019, the
appropriation is $6.836 billion, a year-to-year increase of only $130 million.63 However, in the line item
appropriations for K-12 in FY2019, a year-to-year increase of at least $300 million is targeted for the EBF. So,
how can overall K-12 funding only increase by $130 million in FY2019, but EBF funding increase by at least $300
million? The answer, as it turns out, is found by analyzing the details of that FY2018 appropriation for K-12, and
the timing of the passage of the EBF.
The first issue is timing. Governor Rauner signed the EBF into law on August 31, 2017. This was well after the
General Assembly overrode Governor Rauner’s veto of the FY2018 General Fund budget. Having a final FY2018
budget in place before the EBF became law was problematic, however, because ancillary legislation that was
coupled with the EBF included a new obligation of the state to fund the normal cost of the Chicago Teachers
Pension Fund (CTPF).64 In FY2018, that normal cost amount was $221 million.65 Since the final FY2018 budget
was already enacted when the EBF was signed into law, legislators and the Governor decided to include the
$220 million appropriation needed to cover CTPF’s normal cost in FY2018 with the funding for the EBF.
In FY2019, however, the CTPF normal cost funding has its own line item appropriation in the budget.66
Therefore, in FY2019, $170 million of the FY2018 gross appropriations for the EBF that were used to cover the
state’s payment of normal costs to the CTPF, were instead put towards actually funding the EBF (rather than the
CTPF). Add that $170 million to the $130 million year-to-year increase in appropriations for K-12 scheduled for
FY2019—and the total year-to-year increase reaches the requisite $300 million. The remaining $50 million that
went through the EBF to the CTPF in FY2018, is being used in FY2019 to fund any claims made under the
Property Tax Relief Fund established under the EBF.67 Note that any portion of the $50 million in the property
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tax relief fund that remains unclaimed will go to funding K-12 education under the EBF in FY2019. Hence, while
the appropriation in FY2019 for the EBF appears to be only $130 million more than in FY2018, the total new
funds that will be put into the formula in FY2019 will be at least $300 million as required by statute but could go
as high as $350 million.
The additional $300 million appropriated for the EBF in FY2019 will primarily go to helping school districts
furthest away from having what the evidence indicates are adequate resources to educate the students they
serve. The EBF represents the best practice in school funding for two simple reasons. First, it ties the dollar
amount taxpayers invest in schools to those educational practices which the research shows actually enhance
student achievement over time. Second, it primarily targets new resources to the neediest districts.
However, Illinois still has a long way to go overcome historic trends and to reach the goal of fully funding the
EBF, as illustrated in Figure 17. Indeed, while appropriations for Early Childhood Education in FY2019 are
scheduled to be 67.5 percent greater in real terms than in FY2000—which is a good thing—once inflation and
population changes are taken into account, K-12 Education is scheduled to be cut by 2.5 percent in real terms
over that time span, despite the new funding received under the EBF.
Figure 17
Enacted Early Childhood and K-12 Education Appropriations for FY2019
Compared to FY2000, Adjusted for Inflation and Population Change
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Sources: FY2000 unadjusted appropriations from Governor’s final budget summary for FY2000; and
FY2019 CTBA analysis of P.A. 100-0586. Inflation adjusted using ECI-C from the BLS as of May 2018
and population growth from the Census Bureau as of July 2017.

The lack of Illinois’ investment in K-12 public education over the last 18 years has had numerous, negative
consequences. For instance, prior to passage of The Evidence-Based Funding for Student Success Act—and as
recently as FY2015—Illinois ranked 50th in the nation in the portion of education funding covered by state,
rather than local resources.68 On the flip side, Illinois is more reliant on local property taxes to fund K-12
education than any other state.69 This in turn led to both inequitable school funding and artificially high property
taxes. It was inequitable because it tied school funding, and hence school quality, to local property wealth. This
is the primary reason Illinois had the most inequitable education funding system nationally in 2015, the last year
for which there is national data. 70 By forcing local property taxes to cover a disproportionately high percentage
of education funding, that state’s old formula was the primary driver of Illinois’ high local property taxes.71
To put the inequities the old system created in context, some of the wealthiest communities in Illinois fund their
schools at over $20,000 per student, while others, sometimes just miles away, can barely afford $7,000 perpupil.72 Indeed, the confluence of these factors—underfunding of K-12 education from state-based resources
and the concomitant overreliance on local property taxes to fund schools—has meant that in Illinois, the
opportunity to receive a high quality public education simply has not been available to most children. The proof
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is in the data: 26 percent of all Illinois students attend fiscally disadvantaged school districts—the highest
percentage in the U.S.73 Meanwhile, under the old funding formula, as the number of low-income students
increased in a district, per-pupil funding fell, as illustrated in Figure 18.
Figure 18
Funding Distribution Relative to Student Poverty, FY2015
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Source: Education Law Center, “Is School Funding Fair? A National Report Card”, 7th Edition, 2018.

Figure 18 graphically shows that school districts where low-income students constituted 30 percent or more of
total enrollment, received only 73 percent of the per-pupil funding that districts with no poverty received.74 This
meant that on average, Illinois’ poorest districts had $3,830 less per-pupil to invest in education than the
wealthiest districts.75
The bottom line is both clear and troubling: under its former school funding formula, Illinois effectively tied the
quality of the education a child received to the local property wealth of the community in which that child lived.
This means most children living in low to middle income areas attend schools that do not have the local
resources needed to provide an education of sufficient quality for students to succeed academically. Moreover,
according to ISBE data, 83 percent of Illinois’ African American students and 67 percent of Illinois’ Latino
students, attend school districts where the concentration of low income students is 50 percent or greater.76 So,
in addition to creating inequity in resources, Illinois’ over-reliance on local property taxes to fund schools has
also contributed to achievement gaps in the state by income, race, and ethnicity.77
The good news is that fully funding the EBF can be expected to reverse the negative outcomes generated by the
state’s previous, inequitable funding formula. Within a few years after the EBF becomes fully funded, Illinois can
expect to see: growth in student test scores; improved school climates with reduced disciplinary problems;
reduced drop-out rates with corresponding increases in high school graduation and college enrollment rates;
and a K-12 system that appropriately serves the social/emotional needs of students from diverse backgrounds.
Ultimately, the EBF—again, when fully funded—will create a K-12 system with the capacity to provide an
education of sufficient quality for all students to graduate high school college and career ready, irrespective of
income, race, geography, or ethnicity.
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The challenge will be obtaining the fiscal resources to fund the EBF fully. Despite the $300 million in new funding
for the EBF in FY2019, total K-12 education funding in Illinois remained over $7 billion short of what’s needed to
fund the EBF fully statewide in FY2019.78 While the new funding will help school districts that are most in need,
statistically significant improvement in student achievement statewide cannot be expected to occur until 3-5
years following full funding of the EBF.
Overall, though, Illinois has taken a major step forward. Our state education funding formula will no longer be
an embarrassment as the most inequitable in the country, but a model for other states to emulate. Illinois has
moved away from its archaic, inequitable school funding system towards an evidence-based approach that,
when funded, will ensure every district receives the resources it needs to educate the children it serves. After
decades of failing our children, and particularly those in low-income communities and communities of color,
Illinois is on a long-term path to a more equitable and evidence-based school funding system.

6.2 Long-Term Trend of Real Cuts to Higher Education Continues in FY2019
The FY2019 General Fund appropriation for Higher Education is scheduled to be $1.787 billion, which represents
a nominal dollar increase of $54 million or 3.1 percent from the FY2018 appropriation of $1.733 billion. If the
FY2019 Higher Education appropriation is fully funded (i.e. the “Unspent Appropriation” line is not used to
reduce actual funding of the appropriation), the FY2019 appropriation for Higher Education will represent a real,
inflation-adjusted increase from FY2018 levels of $14 million or 0.8 percent, as shown in Figure 19. That is the
good news.

Category

Higher
Education

Figure 19
Enacted FY2019 Higher Education Appropriations Compared to
FY2018 in Nominal Dollars and Inflation Adjusted Dollars ($ Millions)
FY2018 Final
$ Difference (Adj
(Adj for
FY2018
$ Difference % Change
for Inflation &
FY2019
Inflation &
Enacted
(Nominal)
(Nominal)
Population to
Population
FY2019)
to FY2019)
$1,733

$1,787

$54

3.1%

$1,773

$14

% Change (Adj
for Inflation &
Population to
FY2019)
0.8%

Source: FY2019 CTBA analysis of P.A. 100-0586; CTBA Governor Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor
Addresses Long-Term Structural Fiscal Issues. Inflation adjusted using ECI-C from the BLS as of May 2018 and population growth from the
Census Bureau as of July 2017.

The bad news is illustrated in Figure 20, which shows that the long-term funding trend for Higher Education in
Illinois continues to be materially negative. Even if fully funded, the appropriation for Higher Education in
FY2019 will represent a nominal dollar decrease of 17 percent from FY2000 levels. Once inflation and population
changes are accounted for, the true extent of the state’s disinvestment in Higher Education becomes clear, as
total Higher Education appropriations in FY2019 will be almost 52 percent less than FY2000 in real terms.
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Figure 20
Percentage Change in Higher Education Funding between
FY2000 and FY2019, in Nominal and Real Terms, under FY2019 Enacted Budget
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Sources: FY2000 unadjusted appropriations from Governor’s final budget summary for FY2000; and FY2019 CTBA analysis of P.A. 1000586. Inflation adjusted using ECI-C from the BLS as of May 2018 and population growth from the Census Bureau as of July 2017.

Underfunding Higher Education makes it harder for many Illinois students to attend college at a time when a
college degree is more important than ever for success in the labor market. In fact, as shown in Figure 21, the
only cohort of workers in Illinois who realized a significant real increase in wages from 1976 through 2016 had a
college degree. A worker without a high school degree actually saw his or her pay—and resultant purchasing
power—decline in real terms, while those with only a high school degree or some college realized gains of just
two and 6.5 percent respectively over the last 30 years, compared to 20.6 percent for those with a bachelor’s
degree and 24.2 percent for those with an advanced degree.
Figure 21
Hourly Wage Comparison by Education Level, 1976, 1991, and 2016 (in real, 2016 $)
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adjusted using CPI-U.

The cuts to Higher Education over the last two decades have also adversely affected the state’s public
universities and helped drive an increase in the tuition burden placed on to students and their families. In fact,
according to the National Center for Education Statistics, on average, it cost an Illinois resident $13,636—the
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fourth highest in-state tuition and fee cost for full-time students in the nation—to attend an Illinois public
institution of higher learning in 2016-2017.79 That is a significant worsening of Illinois’ position in relative cost of
public higher education since FY2000, when Illinois ranked 13th highest nationally, with in-state tuition and fees
costing an Illinois resident $4,038 in nominal dollars (which would equate to $5,771 in 2018 dollars after
adjusting for inflation). In short, in-state tuition at Illinois’ public universities has increased by an incredible 136.3
percent since FY2000 for Illinois residents.80
This increase in tuition and fees is not surprising considering how significantly Higher Education funding has
been cut in real terms since FY2000. And while in FY2019, Higher Education is scheduled to receive a modest,
real increase in funding over FY2018 levels, appropriations for Illinois’ public universities will nonetheless remain
below what they were three years ago in FY2015 in real terms. As shown in Figure 22, most public universities
are scheduled to receive less funding from the state in nominal, non-inflation adjusted dollars in FY2019 than in
FY2015. After adjusting for inflation and population change, the reduction in state funding grows by almost
double.
Figure 22
Enacted General Fund Appropriations for Public Universities in FY2019 Compared to FY2015,
Nominal and Real Dollars ($ Millions)
Difference % Difference
FY2015
(2015
(2015
%
(Inflation
Public
FY2015
FY2019
Difference
Inflation
Inflation
Difference Adjusted to
Universities
(Nominal) (Enacted) (Nominal)
Adjusted
Adjusted to
(Nominal)
FY2019
to FY2019
FY2019
Dollars)
Enacted)
Enacted
Chicago State
$36.3
$33.4
-$3.0
-8.2%
$39.6
-$6.2
-15.7%
University
Illinois State
$72.2
$66.3
-$5.9
-8.2%
$78.7
-$12.4
-15.7%
University
Eastern Illinois
$43.0
$39.5
-$3.5
-8.2%
$46.8
-$7.4
-15.8%
University
Governors State
$24.1
$22.1
-$2.0
-8.2%
$26.2
-$4.1
-15.7%
University
Northeastern
$36.9
$33.9
-$3.0
-8.2%
$40.2
-$6.3
-15.7%
Illinois University
Northern Illinois
$93.0
$83.6
-$9.3
-10.0%
$101.3
-$17.6
-17.4%
University
University of
$647.2
$593.2
-$54.0
-8.3%
$705.1
-$111.9
-15.9%
Illinois
Southern Illinois
$199.6
$184.5
-$15.0
-7.5%
$217.4
-$32.9
-15.1%
University
Western Illinois
$51.5
$47.2
-$4.2
-8.2%
$56.1
-$8.8
-15.8%
University
Total
$1,203.6 $1,103.7
-$100.0
-8.3%
$1,311.4
-$207.8
-15.8%
Source: FY2019 CTBA analysis of P.A. 100-0586; CTBA Governor Rauner’s FY2019 General Fund Budget Proposal Neither Balanced Nor
Addresses Long-Term Structural Fiscal Issues. Inflation adjusted using ECI-C from the BLS as of May 2018 and population growth from the
Census Bureau as of July 2017.

Given the trend of rapidly increasing tuition costs accompanying significant state disinvestment in higher
education, it should be no surprise that Illinois has seen a reduction in enrollment at the state’s public
universities. Approximately 5,500 fewer students were enrolled in Illinois public universities in the 2015-2016
school year than the previous year. 81 According to the Illinois Board of Higher Education, 10 of the state’s 13
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public universities saw a significant decrease in enrollment over that sequence. What’s more eye-opening is that
in the 2015-2016 school year, 16,461 residents left Illinois to attend institutions of higher learning in other
states, while only 2,117 residents of other states chose to attend public universities in Illinois.82

6.3 Human Services
Human Services consist of a broad array of programs that cover everything from aiding adults with
developmental disabilities, to providing childcare to single, working parents, assisting homebound seniors,
caring for abused and neglected children, and supporting individuals with substance abuse or mental health
concerns. Most of these services are delivered under the auspices of one of the DHS, DOA, and DCFS.
In the FY2019 General Fund budget, the gross, scheduled appropriation for Human Services is $5.671 billion,
which represents a 2.8 percent decrease from the final FY2018 budget of $5.834 million. As illustrated in Figure
23, the two largest agencies charged with providing Human Services are scheduled to receive nominal dollar
year-to-year funding decreases in FY2019, along with the smallest agency, the Human Rights Commission.
Figure 23
FY2019 Human Services Appropriations by Agency
Compared to FY2018 Final Budget in Nominal Dollars ($ Millions)83
Agency
FY2018
FY2019
Difference
Department of Children and Family Services
$760.5
$763.3
$2.8
Department of Human Rights
$9.6
$9.9
$0.3
Department of Human Services
$3,942.6
$3,836.0
-$106.6
Department of Veterans' Affairs
$67.9
$69.9
$2.0
Department on Aging
$1,041.6
$979.9
-$61.7
Human Rights Commission
$2.7
$2.4
-$0.3
Illinois Guardianship and Advocacy Commission
$9.0
$9.5
$0.5
Total
$5,833.9
$5,670.9
-$163.0

% Difference
0.4%
3.1%
-2.7%
3.0%
-5.9%
-11.1%
5.6%
-2.8%

Sources: FY2018 CTBA analysis of PA 100-0021, and FY2019 CTBA analysis of H.B. 109-002.

What may look like a relatively small overall decrease in appropriations becomes more concerning given the
consistent policy decision to reduce Human Services spending in Illinois over time. For instance, over the FY2016
– FY2017 sequence, which are the two fiscal years Illinois went without a state budget, Human Services saw a
decrease of $508 million, or 10.2 percent, in actual General Fund spending levels.84 Due to federal consent
decrees and court orders, some social services programs remained funded despite the lack of an enacted
budget. However, two years of a state budget impasse caused significant strain on Human Service providers.
Though no state budgets were passed in FY2016 or FY2017, the General Assembly approved a “stopgap”
spending plan in June of 2016 which provided some appropriation authority for both the first half of FY2017, and
some costs incurred in the prior year, FY2016.85 This stopgap measure provided additional funding for programs
not covered by court orders or consent decrees. However, the resources provided in the measure—
approximately $670 million—did not constitute full funding for Human Service activities in FY2016 and the first
half of FY2017, but rather about 65 percent of what was needed. In other words, the stopgap measure provided
less than one year’s worth of funding for 18 months worth of Human Services grants and programs.86 According
to an United Way of Illinois survey of 463 human service agencies across the state (the “United Way Survey”), in
FY2016, 35 percent, and in FY2017, 69 percent of respondent agencies, received no or only partial payment for
services delivered on behalf of state government.87 The United Way Survey also revealed that 46 percent of
responding agencies had to reduce the number of clients they served, while 25 percent had to shutter
programs.88
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The true extent of the state’s disinvestment in Human Services is illustrated when funding therefor is reviewed
over the long-term. Indeed, as with all other core services except Early Childhood, Illinois is currently scheduled
to spend less in real, inflation adjusted terms on Human Services in FY2019 than it did nearly two decades ago.
As shown in Figure 24, real state funding for Human Services is scheduled to be about 29 percent less in FY2019
than it was in FY2000. Put another way, Illinois would have to spend nearly $2.3 billion more on Human Services
this year in current dollars just to provide the same level of funding that pertained in FY2000.

Category
Human
Services

Figure 24
FY2019 Human Services Enacted Appropriations
Compared to Enacted FY2000 in Nominal and Inflation Adjusted Dollars ($ Millions)
FY2000 Enacted,
$ Difference FY2019
% Change FY2019
FY2000
FY2019
Adj for Infl (ECI)
Enacted– FY2000 Adj
Enacted– FY2000 Adj
Enacted
Enacted
and Pop Growth
(ECI and Pop Growth)
(ECI and Pop Growth)
$4,599

$7,965

$5,671

-$2,294

-28.8%

Sources: FY2000 unadjusted appropriations from Governor’s final budget summary for FY2000; and FY2019 CTBA analysis of
H.B. 109-002. Appropriations adjusted using ECI-C from the Bureau of Labor Statistics as of 2018, and population growth from
the Census Bureau as of 2017.

6.4 Healthcare
6.4.1

General Comparisons

Funding for Healthcare in Illinois’ General Fund consists mainly of appropriations for DHFS, including Medicaid
for poor, disabled, and low-income populations, as well as funding for the Department of Public Health. Figure
25 compares Healthcare appropriations in FY2019 to those from FY2018. Healthcare appropriations in FY2019
are scheduled to be $8,056.8 billion, which is $828.2 million more than in FY2018 in nominal, non-inflation
adjusted dollars. While the expected increase in spending on Healthcare is good news, part of the driver behind
this increase is due to the federal matching rate under the Patient Protection and Affordable Care Act (often
referred to as the Affordable Care Act (ACA)) falling from 95 percent in calendar year 2017 to 94 percent in
2018, and then to 93 percent in 2019.89 This decrease in the federal matching rate means that the state has to
spend more own-source revenue to continue to provide coverage for Illinois’ residents who participated in the
state’s Medicaid program after it was expanded under the ACA.
Figure 25
Comparison of FY2018 and FY2019 Enacted Appropriations for Healthcare ($ Millions)
Category

FY2018

FY2019

Difference

% Difference

Healthcare & Family Services

$7,119.2

$7,930.2

$811.0

11.4%

Department of Public Health
Total—Healthcare

$109.4
$7,228.6

$126.6
$8,056.8

$17.2
$828.2

15.7%
11.5%

Sources: FY2019 CTBA analysis of H.B. 109-002 and FY2018 CTBA analysis of P.A. 100-0021.

Despite the recent expansion of Medicaid eligibility established under the ACA, after adjusting for inflation
General Fund appropriations for Healthcare (excluding Group Health) are scheduled to be 22 percent less in the
FY2019 enacted General Fund budget than in FY2000, as shown in Figure 26.
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Category
Healthcare

Figure 26
Healthcare Appropriations as Enacted in FY2019 vs. FY2000,
Adjusted for Inflation and Population ($ Millions)
FY2000 (Enacted –
Difference (Enacted % Difference (Enacted
FY2000
FY2019
Inflation Adjusted
– Inflation Adjusted
– Inflation Adjusted
Enacted
Enacted
to FY2019 Dollars)
to FY2019 Dollars)
to FY2019 Dollars)
$5,022
$10,329
$8,056
-$2,273
-22.0%

Sources: FY2000 unadjusted appropriations from Governor’s final budget summary for FY2000; and FY2018 CTBA analysis of P.A. 1000021. Inflation for healthcare inflated by Midwest Medical Care CPI; all other appropriations adjusted using ECI-C and Midwest CPI from
the BLS as of September 2017, and population growth from the Census Bureau as of July 2017.

6.4.2

Medicaid

Most Healthcare spending in Illinois is for Medicaid. In fact, in FY2017 projected Illinois General Fund spending
on Medicaid was $5.2 billion,90 which accounted for 82 percent of actual General Fund Healthcare expenditures
for the year.91 The Medicaid program administered under DHFS ranks as the largest insurer in Illinois, with nearly
3.1 million of the state’s 12.9 million residents enrolled in Medicaid medical assistance programs in 2017. 92
Beginning January 2014, Illinois expanded Medicaid eligibility to cover non-pregnant, non-elderly individuals
with incomes up to 138 percent of the federal poverty level.93 At the time the expansion was approved, Illinois
officials estimated that 342,000 additional Illinois residents would qualify.94 By the end of FY2014, 398,000
residents actually enrolled in medical assistance through Medicaid expansion. By FY2016, that number rose to
over 655,000 residents. Since then, enrollment under the Medicaid expansion has decreased somewhat, as
shown in Figure 27.95
Figure 27
Medical Assistance Average Yearly Enrollment96
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Over the FY2014 through FY2016 sequence, the full cost for covering those who newly enrolled in the state’s
Medicaid program under the ACA’s expanded eligibility provisions were covered by Federal programs and
grants. However, starting on January 1, 2017, states that expanded Medicaid became responsible for paying 5
percent of the costs of covering newly eligible individuals. That percentage grew to 6 percent on January 1,
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2018. Going forward, Medicaid expansion states will have to cover 7 percent of expansion costs in 2019, and 10
percent in 2020 and beyond.97
Overall, including both General Fund and non-General Fund outlays, Medicaid expenditures have increased
significantly in the past decade, growing from $12.5 billion in FY2007 to $20.3 billion in FY2017.98 However,
because of federal funding, the portion of Medicaid expenditures actually paid for by state, own-source tax
revenue grew in nominal dollars by just $1 billion over this ten year period, from $4.2 billion in FY2007 to a
projected $5.2 billion in FY2017, as shown in Figure 28. That significant influx of federal funding has had a
positive impact on the Illinois economy. Using multipliers created by Mark Zandi, the Chief Economist at
Moody’s.com, the bond rating agency, that increased federal Medicaid funding likely resulted in creation of up
to 60,000 new jobs in Illinois over the past decade.99
Figure 28
Medicaid Spending by Funding Source (Federal, State and Local)100
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2012), 46, Table 28; National Association of State Budget Officers, State Expenditure Report: FY 2012-2014 (Washington, DC: NASBO,
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Figure 29 shows that in FY2016, Illinois spent less on Medicaid in real, inflation-adjusted dollars than it did in
FY2007, almost a decade prior. Indeed, when adjusted for inflation and population growth, Illinois’ state-level,
own-source revenue used to pay for Medicaid actually declined by over $3 billion or 52.65 percent in real terms
from FY2007 to FY2016. However, over that same time frame, federal Medicaid spending increased by about
$2.5 billion, or 31.4 percent, in real terms. This federal increase was driven in part by Medicaid expansion, and in
part by a slight increase in Illinois’ Federal Medical Assistance Percentage, which is the rate that determines
federal matching dollars for state Medicaid expenditures.101 When taking into account federal spending and
spending from the General Fund and other state funds, Illinois’ total expenditures on Medicaid were just over $1
billion, or 6.2 percent, more in real terms in FY2016 than in FY2007.
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Figure 29
FY2016 State Own-Source Medicaid Spending
Compared to FY2007 in Nominal and Inflation Adjusted Dollars ($ Millions)
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In 2014, Illinois Medicaid enrollees began to transition into managed care arrangements with a focus on
prevention, which are intended to keep beneficiaries healthy and lower costs for the state. Managed care
delivers Medicaid benefits through contracts between the state and managed care organizations (MCOs). As of
2017, over 60 percent of the state’s three million plus Medicaid enrollees received care from MCOs.102

6.5 Pensions
The FY2019 budget includes $7.039 billion in General Fund appropriations for the five state public pension
systems: TRS, SURS, SERS, GARs, and JRS.103 The state is also required to contribute an additional $771 million to
these five state pension systems in FY2019 from revenue sources outside the General Fund, bringing the total
contribution for the year up to $7.804 billion.104
FY2019 General Fund and non-General Fund appropriations by retirement fund are shown in Figure 30. The
largest General Fund contribution is to TRS, which is scheduled to receive $4.375 billion from the General Fund
in FY2019, followed by SURS, which is scheduled to receive $1.37 billion; SERS, which is scheduled to receive
$1.131 billion; JRS, which is scheduled to receive $140 million; and GARS, which is scheduled to receive $23
million. SERS will receive an additional $556 million in non-General Fund appropriations in FY2019, bringing its
total for the year to $1.687 billion.105 SURS will receive an additional $215 million in non-General Fund bringing
its total for the year to $1.585 billion.106
Figure 30
FY2019 State Pension Contribution, General Funds and All Funds ($ Millions)
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The FY2019 state pension contribution was reduced from what was initially due under the Pension Ramp, to
reflect about $445 million in General Fund “savings” the state anticipates will be generated by the operation of
three changes to the state’s pension systems contained in the FY2019 Budget Implementation Act:






Tier 1 members may now opt to forego their pensions’ current Cost of Living Adjustment (COLA) of 3
percent, which is compounded annually, and instead receive a COLA of only 1.5 percent which would not be
compounded.107 In exchange, they would receive 70 percent of the net present value of the anticipated
difference between those two COLA provisions. Claimed FY2019 savings: $382 million.108
Tier 1 members who are fully vested but no longer currently working for an employer covered by one of the
state’s five public employee systems may opt to forego receiving their guaranteed pension benefits, in
exchange for a one-time payment worth 60 percent of the net present value of their anticipated benefits.
Claimed FY2019 savings: $41 million.109
Local employers covered by a state pension system—primarily TRS and CTPF—must pay the pension
benefits associated with salary increases made during the final five years of an eligible member’s
employment, if those increases bump pensionable compensation by over 3 percent, rather than 6 the
percent salary cap that pertained under prior law. Claimed FY2019 savings: $22 million.110

It is important to note that these “savings” are estimates provided by the General Assembly—with no actuarial
or other data-based support. Hence it is doubtful whether they will materialize. Indeed, the estimated “savings”
were based on 25 percent of all Tier 1 employees agreeing to accept the COLA buyout, and 22 percent of all
vested former Tier 1 employees agreeing to accept the full pension buyout, because that was the experience in
Missouri when that state offered similar pension buyouts. However, Missouri’s pension benefits are not as good
as those in Illinois—for example, COLAs are set annually and have averaged 1.3 percent in the last ten years, and
the cumulative value of COLAs is capped at 65 percent of the starting payment. That is substantially less than
Illinois, which has a 3 percent COLA that compounds annually and no cap on the final benefit. Because the
benefits in Missouri are not as good as in Illinois, it is highly likely a greater percentage of Missouri plan
participants would be willing to accept the offered buy-outs than will be the case in Illinois. Moreover, Missouri
lacks the constitutional protection afforded pension benefits that exists in Illinois, making a certain payment up
front more valuable in Missouri.111
The aforesaid questionable pension savings incorporated into the FY2019 General Fund budget come on the
heels of the utilization of both questionable and irresponsible approaches to reducing the scheduled General
Fund pension contribution last year in FY2018. All told, lawmakers reduced the required pension contribution in
FY2018 by some $1.4 billion, through two stratagems. First, lawmakers artificially reduced the increase in costs
the state incurred when it lowered its actuarial assumption for the anticipated rate of return on pension assets
over the next 30 years, by creating a five year ramp up to realizing said increased costs.112 Second, lawmakers
reduced the FY2018 pension contribution by an additional $500 million, by claiming savings from a new “Tier 3”
hybrid defined benefit/defined contribution plan. Unfortunately, FY2018 has ended, and Tier 3 has yet to be
finalized much less implemented. So, the claimed savings for FY2018 are largely, if not altogether, illusory.
Further information about the games played with the FY2018 pension contribution are delineated in CTBA’s
report, Pension Changes in the FY2018 Budget: Short-Term Savings and Long-Term Costs.
Figure 31 shows the effect of these changes on the state’s pension contribution in FY2018 and the actual savings
realized.
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Figure 31
FY2018 General Fund Pension Contributions: Before FY2018 “Savings”;
As Budgeted After FY2018 Savings, and Actual Estimated Expenditure ($ Billions)
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Note that, the $6.69 billion budgeted for pensions in FY2018 turns out to be about $330 million less than what
will actually be contributed. Since this $330 million was not budgeted for, it will increase the accumulated deficit
remaining at the end of FY2018. Figure 32 shows the cumulative effect of these changes on the state’s pension
contribution in FY2019.
Figure 32
FY2019 General Fund Pension Contribution Estimates: Before FY2018 “Savings”
After FY2018 “Savings”, and Estimated Final FY2019 Appropriation ($ Billions)
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Enacted FY2019 Appropriation

As was the case in FY2018, the actual pension contribution in FY2019 is estimated to be greater than what was
identified in the budget, this time by $440 million. Consequently, that $440 million shortfall will increase the
accumulated deficit in the General Fund at the end of FY2019.
In addition to worsening the General Fund deficit, the irresponsible short-term pension “savings” decision
makers claimed in the FY2018 and FY2019 General Fund budgets will actually increase the long-term debt the
state owes to its systems, creating larger payments for taxpayers in the future. This is certainly the case with the
FY2018 changes, which TRS estimates will cost future taxpayers an additional $3 for each $1 of “savings” claimed
in FY2018.113 Actuarial analysis of the net long-term effects of the FY2019 provisions is not yet available.
The historic practice of underfunding the pensions and deferring payment of what the state owes into the future
is in fact the principal cause of the pension funding crisis Illinois faces today. Figure 33 illustrates this
phenomenon. It shows that fully 75 percent, or about $5.60 billion out of the $7.48 billion FY2019 General Fund
contribution initially required by statute for FY2019, was to repay debt owed to the pension systems, rather
than to cover the normal cost of benefits being earned by workers. The amounts in Figure 33 have not been
adjusted to reflect the estimated “savings” for changes to the pension laws made in FY2019.
Figure 33
Initial FY2019 General Funds Contribution by Normal Cost and Debt Payment ($ Billions)114
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These pension shenanigans come as Illinois’ fiscal system already struggles to satisfy the challenge of repaying
the debt owed to the state’s five public pension systems, in accordance with the back-loaded schedule therefor
created during the Edgar Administration under P.A. 88-593—and known as the “Pension Ramp.”
As shown in Figure 34, the Pension Ramp calls for those debt payments to grow unsustainably over time, even
as the normal cost of funding pension benefits declines. Moreover, the Pension Ramp under P.A. 88-593 was not
created utilizing any actuarial basis at all—it was instead a politically determined payment plan that simply
deferred costs into the future, while codifying the practice of underfunding the pensions for the first 15 years
after it became law.
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Figure 34
Projected State Pension Contributions by Normal Cost and Debt Payment ($ Billions)
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COGFA projects that, under the existing Pension Ramp, the total all-funds pension contribution will increase
rapidly in the coming years, surpassing $10 billion by FY2023 and reaching over $18 billion by FY2045. If Illinois
does not address this tremendously back-loaded growth in debt service under the Pension Ramp, the state’s
fiscal capacity to continue to fund core General Fund services—Education, Healthcare, Human Services, and
Public Safety—will be sorely constrained.
Figure 35 illustrates the amount of General Fund current services spending on Education, Healthcare, Human
Services, and Public Safety that would need to be cut to make the pension-debt service payments currently
required under the Pension Ramp, with the state’s current revenue system.115
Figure 35
Cuts to General Fund Services Required to Fund Pension Ramp ($ Billions)
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Source: CTBA projections based on FY2018 COGFA data. Includes funding for EBM.
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6.6 Reamortizing the Pension Debt Can Save $67 Billion in Debt Service Payments
Through FY2045, While Still Getting the Pension Systems 70 Percent Funded
Given how stressed the state’s fiscal system is, and that pension benefits in Illinois are constitutionally
guaranteed, it appears that the best way to resolve the fiscal issues created under the Pension Ramp is to
reamortize the pension debt. Under this approach, the state would move to a level-dollar repayment plan in
which debt service payments on the state’s unfunded pension liability would be equal in each year, rather than
back-loaded. To work, this level-dollar reamortization requires greater contributions on the front end than
under the current Pension Ramp, but over time the compounding of interest on these slightly greater up-front
payments leads to significant savings. The second element of reamortization is to move from a target of a 90
percent funded ratio in FY2045 to a target of between 70 and 80 percent. According to the federal Government
Accountability Office, an 80 percent funded ratio is a baseline for a healthy pension system.116 Given that the
five state pension systems are only around 39 percent funded today, this proposed reamortization puts them on
a clear path to full health. The funded ratio could continue to grow after FY2045 to a higher target.
Considering the state’s current troubled fiscal condition, generating the additional up-front payments required
to implement the proposed reamortization will be difficult. Hence, to facilitate making those up-front payments
without requiring cuts to current services or raising taxes, Illinois could issue a series of annual pension
obligation bonds, to cover the difference between the contributions called for under the proposed
reamortization plan and those called for under the current Pension Ramp. To reach a funding target of 70
percent by FY2045, the state would have to issue approximately $11.2 billion in bonds over a period of eight
years.
Figure 36 shows the proposed reamortization plan compared to payments under the current Pension Ramp,
with the amounts bridged by pension obligation bonds highlighted in yellow.
Figure 36
CTBA Level-Dollar Reamortization Compared to Current Law Payment Schedule ($ Billions)
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Even taking into account the interest cost of the bonds issued under the proposal (and assuming an extremely
high estimated interest rate of 6.5 percent):





Illinois would save some $67 billion from what it is required to pay under the current Pension Ramp
through FY2045 by replacing the Pension Ramp debt repayment plan with the level-dollar
reamortization outlined above;
The $67 billion in reduced taxpayer cost is net of the new pension obligation bond costs as well, since
the reamortization payments identified in Figure 36 include both all payments to the five pension
systems and full repayment of the $11.2 billion in pension obligation bonds issued as part of the
proposal; and
The five pension systems would be 70 percent funded in FY2045.
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