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Bridge To Nowhere
During his budget address on February 22 Governor Quinn echoed the sentiments of the recently released Civic Federation study, calling for a fundamental restructuring of state government and urging that drastic actions be taken to stem the tide of red ink that is projected to grow by leaps and bounds. The Governor’s speech was light on details but came with a warning to the General Assembly that they could expect to be back in the Capitol this summer if they fail to do what’s necessary. The odds of that happening will depend upon how the legislature grapples with the reality of an election year and the necessity of making some nasty, unpopular budget cuts.

What details the Governor did provide were not cause for any celebrations. $1.9 billion in Medicaid payments that the legislature shifted from FY2012 to FY2013 form the basis of the doom. If left unchecked, these payments will spiral upward dramatically in just a few years and be insurmountable. Dramatic, severe cuts will have to ensue just to keep those unpaid bills at the current level. Reducing them in the near term, at this point, is a pipedream.

A few weeks ago both the Commission on Government Accountability and Forecasting (COGFA) and the Governor’s Office of Management and Budget (GOMB) released their projected revenues for FY2013. GOGFA’s revenue number is $34.3 billion. GOMB’s estimate is $33.94 billion. Close. Last year the legislature ignored both COGFA and GOMB and set a budget goal that was $2 billion less … ironically, almost the same amount as the Medicaid backlog. We should have some idea what the General Assembly’s revenue goal is in the next few weeks, if not before. But it may be that given the severity of the fiscal crunch that they adopt something close to the two projections to maximize as much spending as possible to try to keep the budget in balance. And remember that the temporary income tax goes away in a few years presenting the General Assembly with a $7 billion budget hole as a parting gift.

In the midst of the call for restraint the Governor proposed increases in education funding, with an emphasis on early childhood and college grant programs, and veterans programs. He anticipated paying for the new spending by plugging revenue loopholes, although he didn’t give any specific examples or suggestions. Ending loopholes have never been a popular legislative activity so it’s not a given that the Governor will see funds for these efforts.

Much Ado About Pensions
Once, former Republican Congressman John LeBoutillier called former House Speaker Tip O’Neill “fat, bloated and out of control.” He could just as well have been talking about the state of Illinois pension costs. O’Neill got his revenge by sparing no expense defeating LeBoutillier in the next election. It’ll be interesting to see if the legislature will place that same focus on taming pension budget expenses.

In FY2008 Illinois pension costs were $1.7 billion, 6% of the state budget. The projected cost for FY2013 is $5.2 billion, 15% of the state budget, almost tripling in just a few years. It’s obvious that this rate of growth cannot continue, but how to stop it is the $64,000 question. Possible solutions are a dime a dozen, but the Illinois Constitution stands as the great impediment to resolving the problem.

Pension reform was one of the main focal points of Governor Quinn’s budget message. Again, he offered scant details, but he did make clear that everything was on the table, such as increasing retirement ages, changing cost-of-living adjustments, and addressing employer/employee contributions. “Meaningful, constitutional and fair” was his description of how he wants the dilemma solved and he has created a Pensions Working Group that has an April 17 deadline for reporting back with suggested changes. The hang-up will be the “constitutional” part of the “ask” and you can bet that it will take the Illinois Supreme Court to make the final decision.

One interesting factoid that emerged from the Governor’s budget message was that 75% of Illinois pension costs are paid for non-state employees, specifically downstate teachers, and university and community college personnel. So it looks like the battle to shift some of the costs back to those entities to eat via their budgets, or in the case of non-Chicago school and community college districts shift to property taxes will be joined. 

Medicaid Reform Or Else
After the Governor’s budget message was over select state departments gathered to provide some specifics to interested parties. At these briefings in the past, no matter the year, one could always find some hope and even a dash of optimism. Not this year. The briefings began with dire warnings of a Medicaid system on the verge of collapse headed downward from there … ending with widespread hopelessness and angst. Playwright Eugene O’Neill, whose plays were filled with tragedy and pessimism, would have felt very comfortable in those briefings.

The statistics were very telling. And in order to get the system under control it will be necessary to reconsider groups and eligibility, services provided, utilization and payments, as well as protecting against fraud and abuse in order to achieve sustainability. And that was the good news.

The Department of Health and Human Services will start the fiscal year $1.9 billion in arrears. They need to find $2.7 billion in combined state/federal savings for FY2013 just to break even and begin the following fiscal year, FY2014, with that same $1.9 billion in unpaid bills. 

To show how monumental of a task trying just to break even will be, during her part of the briefing Director Julie Hamos didn’t even attempt to provide a plan. Rather, she presented a “menu” of all programs that could be reduced or cut to achieve the $2.7 billion goal and indicated that a working group made up of department personnel and state legislators were reviewing the lists in order to try to hit the magic number. Director Hamos also gave those assembled a dose of reality by attaching costs to each of the programs on the “menu” and keeping a running total as she began to suggest possible elimination. When she completed the exercise and decimated a majority of programming efforts the scoreboard showed she was still approximately $800 million short. It would take a 9% rate cut on top of program eliminations and reductions to hit the mark. Sobering. 

Having legislators actively involved in trying to determine what stays and goes may help create an environment of inevitability as one program after another is altered or decimated, but it’s not a given that they have the will to make that final, final decision to curtail services upon which their constituents rely. The Governor says they’re not going home without it, and some may not be back “with it.”

Legislative Turnover

Sen. Pat Maguire (D-Joliet) has been appointed to replace Sen. A.J. Wilhelmi who resigned.

Sen. John O. Jones (R-Mt. Vernon) has announced that he will not seek reelection but will complete his term. He was contemplating an independent candidacy after filing an inadequate number of petition signatures.

Rep. Roger Eddy (R-Hutsonville) has announced that he will not seek reelection and will leave the House at the end of the spring session.

Committee Hearing Deadline Approaching
The General Assembly is approaching its first major deadline, March 9, when bills in both the House and Senate face a committee hearing deadline. Many bills are introduced each year, but consideration of bills is generally restricted in the even numbered (election) year. Bills not reported out of committees in their chamber of origin will be dead.

The next report will have a listing of bills of significance that are still alive and being considered.

Session Schedule/Deadline Dates

Here are the relevant dates for the legislative session. The non-session dates listed are times when legislators should be available at their district offices.

· March 9 – House/Senate Committee Deadline

· March 12 -16 – No session;

· March 30 – House/Senate 3rd Reading Deadline

· April 2 – 13 – No session;

· May 4 - House/Senate Committee Deadline

· May 25 - House/Senate 3rd Reading Deadline

· May 31 – Scheduled session adjournment
