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The Politics of Public Budgeting in lllinois
By John L. Foster and John S. Jackson
Abstract

This paper is about taxing, revenue and public budgeting in Illinois. The concept of public
budgeting includes both the revenues raised by government and the ways in which those
revenues are spent on the functions and programs sponsored by governments. This paper
focuses especially on spending, that is on how and where revenue is distributed in the state in
the form of public services and programs. It provides relevant data on the statewide
distribution patterns and especially the question of whether those expenditures of the tax-
payers’ money disproportionately benefit one region over the other. This question has
provoked a long running debate in lllinois and it is one of the key questions influencing
budgeting and most notably the raising of revenue in the state. The backdrop for this analysis is
the stalemate over the state’s budget that went on for more than two years in 2015-2017 and
that did lasting damage to the state and the continuing questions over what lllinois should do
next regarding taxes and spending which will be crucial issues in the 2018 elections.

Introduction: Perception and Reality in Public Policy Making

Our paper also raises questions related to perceptions and realities in politics and their role in
the never ending debate over the making of public policy and especially budgeting.
Constructing a budget and deciding each year how to spend the projected revenues is one of
the most fundamental things all governments are required to do. Budgeting shares equally in
with “providing for the common defense” in the words of the U. S. Constitution, that is,
ensuring public safety at the state and local level and for the national defense at the national
level. Those two receive top billing as the most important functions the public expects from
their government. As anyone who is conversant with lllinois government over the past few
years knows, lllinois was not able to perform that basic function, i. e. could not adopt a full
state spending plan for over two years, a failure unprecedented in the state’s modern history.
In addition lllinois has run a structural deficit in its budget for the almost two decades since the
turn of the century--another budgeting failure. This paper explores some of the root causes for
those failures and some of the basic lessons we should learn from those experiences to guide
the state’s future.

It is often asserted by those who study politics that perception is more important than reality in
the rough and tumble of the American political process. This is because public opinion,
campaigns and elections have a major impact on the making of policy and this is particularly
true in tax and budget issues. It is clearly the case that the public’s perception of an issue may
well not square with all the empirical facts. People believe what they have been taught, what
they have told by trusted sources, particularly public figures, sources they trust in the media,
and what they want to believe. Never mind what the factual basis for those beliefs are and how
complex the empirical realities of establishing what “the facts” are.
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This makes it more difficult to make rational public policy based in the reality of what the facts
and the empirical evidence show. If the mass public does not believe in what are objectively
provable facts, this ignorance corrupts the political discourse and makes the adoption of
rational, evidence based public policy very problematic. For instance if a majority, or large
minorities of the public do not accept that there is a virtual scientific consensus about the facts
of climate change being real and that human activity has been the most significant cause of that
change, then the potential for the adoption of realistic measures to combat it become more
problematic (Nadja Popovish and Livia Albeck-Ripka, New York Times Interactive, December 14,
2017. https://www.nytimes.com/ineractive/2017/12/14/climate/republicans).

It is the role of a pluralistic community of scientists, engineers, researchers, scholars and
informed experts to try to learn what the relevant facts are and to understand what we do not
know and where the boundaries of ignorance still need to be pushed back. This is the
fundamental role of research. There are well founded rules required by the scientific method
that are the rules of the game in the establishment of empirical truth. Those rules govern the
ways in which a widely recognized body of public knowledge is created. The professional
communities in each discipline share a respect for those rules and requirements and
understand what is involved in expanding the scope and limits of accepted public knowledge.

Transferring all of that fairly “academic” and arcane scientific world to the political debate is
however a challenge in modern American politics, or in the politics of any state or nation in the
215t Century. “Experts”, scientist, engineers, and basic researchers are easily dismissed as
“elites” who are trying to tell us what to think and what to do in a political world which recently
has been infected by a mass populist movement, in the U. S. and in many other nations. The
manifestations of this mentality are as diverse as the “Brexit” movement in Great Britain and
Europe and “Trumpism” in the United States. This paper explores the occurrence of one major
disconnect between perception and reality which has long infected the politics of Illinois, and
has especially influenced the public discussion and the making of policy in the fields of taxation
and public budgeting in the Prairie State.

Popular Perceptions of the Budget and Taxing in lllinois

Americans in general do not like taxes and the people of lllinois are no exception to that general
rule (Fox, November 13, 2017, 62-67). It is perhaps a natural inheritance from our revolutionary
past which saw a new nation born in part out of the grievances of the colonists against the
British crown, and the popular uprising of the colonists against the “Stamp Act” taxes that
helped spark the American Revolution. “No Taxation without Representation” was a popular
battle cry which helped propel the relatively weak and disorganized colonies to make war on
the strongest military power on earth at that time.

It is significant that an appeal to that spirit of independence and rallying against taxes imposed
by England was a part of the narrative of the modern Tea Party’s uprising against the federal
government and the Obama Administration in 2009 and 2010. The Tea Party’s popular



adoption of the Revolutionary War’s coiled black snake on a yellow background flag was the
symbolic embodiment of this revolt against the governing party in particular and all political
elites in general. That was the beginning of the populist uprising which heavily influenced the
2010, 2012, and 2014 elections, and reached its apex in the election of Donald J. Trump in 2016.
This movement still roils our politics today. It may be that the dislike of taxes is universal;
however, in the U. S. that impulse is deeply embedded in our history and political culture,
encouraged by a substantial proportion of the political leaders, and constantly reinforced by
the tenor of most of our campaigns.

However, no matter how much we hate taxes in general we do like a great number of concrete
public policies and programs that are supported by that revenue. We like and depend on the
functions the taxes can buy. Symbolically this dichotomy was represented by the perhaps
apocryphal Tea Party demonstrator in 2009 holding a sign that read, “Keep your government
hands off my Medicare”. Our earlier analyses of longitudinal data covering public opinion in
Illinois over time shows clearly that a healthy majority of Illinois voters want to keep and not
cut substantially all the most important and most expensive services funded by state
government (Jackson, Leonard, and Dietz, June 2016). Public education, public safety, public
health, parks and recreation, etc. all received high levels of support coupled with majority
opposition to budget cuts when asked where specifically the state budget should be cut to
address the state’s continuing deficit.

Polls at the national level also support the view of the American public as being schizophrenic in
our desire for both low taxes and relatively generous public goods. We are especially solicitous
of those programs that benefit us and people like us. It is only foreign aid, welfare, and “waste
and fraud” that Americans generally believe are the source of the problems of the federal
budget and the cuts should come from what other people in other classes or other parts of the
country or state are receiving from the government if reductions are to be made.

This schizophrenic view is a perennial feature of American public opinion which led Lloyd Free
and Hadley Cantril to label us as “ideological conservatives and operational liberals” in a classic
article they published in 1967 (Free and Cantril, 1967, 206-261). That label is a cogent synoptic
description of the empirical data found in our lllinois polls over the 2008-2018 period (Jackson,
Leonard, and Dietz, 2016; Jackson and Leonard, 2014; Jackson and Gottemoller, 2007).

Polarization

It has become a commonplace in both the popular press and academic literature to observe
that the nation is deeply divided, or “polarized”. While there are nuanced differences between
some scholars about the depth and the policy impact of this polarization, most researchers
conclude that it is real at the political elite level and fairly advanced and deep at the mass voter
level as well. Empirical studies indicate that we are deeply divided by geography, class, race,
religion, party and ideology and those divisions have grown much more marked over the past
two to three decades (Levendusky, 2009; Bishop, 2008; Gelman, 2008; Heatherington, 2001).



These divisions are manifest most importantly in the way we vote individually and in the mass
distribution of public opinion collectively. It also shows up in the way the voters react to the
personalities and issues of the day. For example, the nation’s views on what kind of job the
president is doing or where public opinion stands on proposed policies are profoundly
influenced by which party the respondent belongs to and what their ideological positions are.
Those evaluations swing wildly from time to time with a change in presidents or the party in
power in the Congress.

Similarly voting patterns and the results of elections at state, local and national levels are
deeply influenced by where the voters live. The acceptance of the red state vs. blue state
symbolism and the deep differences those symbols represent are so widespread and complete
that they have become a handy popular shorthand for summarizing the many issues and
personalities that divide the American people.

Probably the most readily recognized application of the red state vs. blue state dichotomy is in
the wide acceptance of the fact that Americans are deeply divided into the predominantly rural
and the predominantly urban states (Bishop, 2008; Gelman, 2008). The national map of the
state winners of the presidential votes always show a deeply and predictably divided nation
which played out again when the winner of the electoral vote prevailed over the winner of the
popular vote in the 2016 election which in this respect was a replay of the 2000 election results.

What is not so widely recognized is that inside the states the counties and regions are often
also easily recognizable by their long running pattern of voting for either the Republicans or
Democrats so routinely that they provide safe seats in both the state legislatures and in
Congress for most of their legislative representatives. There are well recognized patterns of red
rural counties and blue urban counties voting consistently for their favored party over a very
long period of time in almost all the states. This theme is widely documented and analyzed in
a variety of literature on the sources of our current polarization (Florida, 2016; Bishop, 2008;
Gelman, 2008; Levendusky, 2009).

This red county versus blue county history is especially evident in lllinois where our politics
are marked and marred by regionalism. It is so prevalent that fairly often some angry pundit or
politician will advance the perennial idea of dividing lllinois into two states, Chicago and the
downstate region ostensibly in order to free the rural areas from the burdens of Chicago. In the
March 2018 Primary, one Democrat running for governor, Robert Marshall, went a step farther
and advocated the creation of three states, Chicago, the Collar Counties, and Downstate
(Luciano, March 12, 2018). Itis an idea that has been around for much of Illinois” history and
that refuses to die no matter how impractical it is (McClelland, November 15, 2017).

The natural regional divisions are also exacerbated by the partisan divisions that are long
standing. Several academic papers in this series have demonstrated clearly that most of the
one-hundred and two counties in lllinois have voted so routinely for either the Republican
candidate or the Democratic candidate over time that there is no problem in designating them



as either red counties or blue counties (Jackson, 2011). Most other states show a similar
pattern. These patterns are historic and hold true despite marked differences in issues and
candidates across disparate elections, for decades and even political generations. This electoral
stability provides the dependable and expected continuity in our election results.

In Illinois however there are still enough “swing counties”, or those where the partisan
distribution is so close, or where the numbers of independents or voters who are only weakly
committed to their party that they can go either way depending on the candidates or the issues
involved with a particular race. These voters and a modicum of “crossover voters”, i. e. partisan
loyalists who temporarily deviate from their party to vote for a candidate of the other party can
provide the change and the dynamism in the vote totals and in the ways elections are
conducted and how they turn out.

Those swing voters exist and they are also more predominantly found in the suburban areas.
Thus, the deep divisions between the urban and the rural counties are somewhat tempered by
the independent voters and the swing voters who can provide the winning margin in a closely
divided state or county. This tends to be the major pattern in lllinois where the suburban ring
of Cook County outside the city and the five suburban counties of DuPage, Kane, Lake,
McHenry, and Will can provide the difference between victory or defeat for many statewide
candidates.

Thus lllinois tends to be a predominately blue state because of the advantage in party
identification that the Democrats enjoy in statewide races. However, lllinois can and frequently
does elect Republicans to statewide offices depending on the personalities and resources of the
individual candidates and the driving issues of that particular campaign. The current Governor,
Bruce Rauner, is the most prominent example of that Republican potential as are former
senators Mark Kirk and Peter Fitzgerald and a long list of recent Republican Governors including
George Ryan, Jim Edgar and Jim Thompson.

The political tactic which is exaggerated in lllinois is the fact that individual candidates can and
often do use these political and geographical divisions as a major narrative or rationale for their
campaigns. As candidates see it they need to excite and motivate their base, that is, the loyal
party faithful to turn out voters no matter what the current issues are. They also need to
attract some of the independents and just enough crossover voters from the other side to be
competitive or make them a winner.

This is what happened in the 2014 governor’s race in lllinois for example. Republican Bruce
Rauner faced incumbent Pat Quinn in that race with Quinn seeking his first full term. Quinn had
initially inherited the job from the impeached Rod Blagojevich on January 29, 2009. He then
won a new term on his own in November of 2010 (White, 2013-14, 21). Right at the beginning
of that term Quinn led the lllinois General Assembly in adopting an increase in the state income
tax. Quinn argued that this increase was necessary to address a long term structural deficit that
had been built into the state’s spending habits which consistently exceeded its revenue flow, a



problem that extended back across governors of both parties and various partisan counts in the
General Assembly. During the Great Recession of 2008-2009, Illinois was particularly hard hit by
decreases in state revenue and increases in the need for spending on state services. This is
what happens in all recessions. There was also a unique increase in pension demands because
of the “ramp” in the state’s share of pension obligations which had been built into the pension
reform plan adopted in the mid-1990s under Governor Jim Edgar.

Put simply, unpaid bills were piling up and the state’s ability to pay them through the
manipulation of various accounts and one time only fixes had declined. So, Quinn advocated an
income tax increase and the Democratic majorities in the House and the Senate passed it in
January of 2011 without a single Republican vote in favor.

With S5 billion of new revenue from the tax increase the state started paying its bills more
nearly on time than before and stated paying down the backlog of unpaid bills most notably
including its required annual state pension payments. The state issued two operating bonds
backed by the earlier tobacco settlement in order to pay for the pension obligations in 2009
and 2010. In 2010 they had passed a pension reform bill which created a second tier for new
hires and this helped reduce the estimated long-term pension obligations. These steps plus the
new revenue from the income tax increase helped to stabilize the budget for the period of 2011
thru 2014. The unpaid bill backlog was reduced from $11 billion to about $6 billion by January
of 2015 when the “temporary” income tax expired.

Quinn also adopted some program expansions during his second term. Some of these later
became the basis for charges of “waste and fraud” that were leveled at him. One case involving
a community development program on the South Side of Chicago lent some credence to this
charge (Jackson, 2015).

This all set the stage for the 2014 campaign for governor and the General Assembly. Pat Quinn
attempted to explain that the new revenue was essential to providing the base of services that
the public expected and had come to rely on as well as to continue to pay down the
accumulated debt. Businessman challenger, Bruce Rauner, argued that most, and perhaps all of
the new revenue had simply been squandered on waste and fraud and unnecessary new
programs. The other Democrats running for statewide or local office tended to stay quiet in
this argument and emphasized their own local issues. Republican candidates for the General
Assembly condemned the income tax increase and promised its reduction if elected.

In 2014 Rauner was elected with 52.03% of the two party vote compared to 47.97% for Quinn
or by a 4.06 percentage point margin (Jackson, 2015, Appendix C). His victory was partially a
result of his anti-tax campaign, which was one of the major issues of his campaign although
he also argued that Quinn was not effective in getting things done. The Democrats maintained
a nominal 71 vote supermajority in the House however they could not always count on being
able to muster that majority on crucial votes. On the Senate side the party vote was 39 seats to
20 for the Democrats with a net loss of one seat (White, 2015, 31).
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In January of 2015, when the new tax bill was scheduled to sunset, and a positive vote was
required to continue it there was little support among the Democrats for voting again for
extending the tax increase and unanimous opposition among the Republicans. Thus the
temporary increase was allowed to expire on January 1, 2015 with no plan for how to replace
the revenue it generated. With that expiration, five billion dollars of revenue per year
disappeared from the coffers of lllinois government. Immediately the accumulated backlog of
bills which had been partially paid down, started to build back up again. Constant wrangling
broke out between the Democrats in the General Assembly and the new Republican Governor
and his allies in the legislature. The result was that when the Democrats sent Rauner a budget
he vetoed it and the Democrats could not override his veto. A deep impasse developed.
Money continued to be spent, generally at the FY2015 level for a variety of essential services
under court order or due to the requirements of various federal grants for matching funds.

During this time the two areas most vulnerable under these impromptu rules were social
services and higher education. K-12 was taken off the table early by action agreed to by the
governor and leaders of the General Assembly from both parties since neither group wanted to
bear the onus of not funding public schools when they were scheduled to open in August 2015.

Universities and community colleges, on the other hand had no such protection, and they
immediately began to suffer since with no budget there were no state funds forthcoming
automatically. Their students and their families also suffered because the state started
withholding MAP grants which tens of thousands of Illinois students relied on to fund their
university or college tuition. Several universities moved immediately to use local funds to
temporarily pay for the MAP grants. This loss of state funds was somewhat alleviated by two
“stopgap” budget bills which partially funded the universities for the short term; however,
when it was all over for two fiscal years they had received only 41.5% of what they would have
received from state subsidy under the FY2015 base (Miller, June 4, 2018, 1). In addition the
resort to stopgap budgets created enormous uncertainty and dislocations for the universities
and their students and wreaked havoc on their ability to plan.

In early July of 2017 the Democrats muscled through the lllinois General Assembly a new
income tax bill with a handful of Republican votes. It provided for a nearly exact return to the
prior rates of 4.95% (instead of 5.0%) for the individual income tax rate and 7.0% (or 9.5% if the
Corporate Personal Property Replacement Tax is counted) for the corporate rate (Portman,
January, 2018). This increase was expected to generate nearly $5 billion to recoup the same
amount of revenue lost when the temporary increase expired in January of 2015. Governor
Rauner as he had promised to do, vetoed the bill. Since the Democrats had lost their
“supermajority” in the House in the 2016 election, they had to rely on a handful of Republican
crossover votes in the House and Senate to override the veto.

After a long and sometime raucous public debate, the Democrats were able to override the
governor’s veto with the assistance of one crossover Republican vote in the Senate and ten in
the House. The new rates went into effect immediately and the state started to replenish its
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Table 9 provides a rough estimate of how important state taxing and spending is to the
different regions. The first column is a measure of regional economic activity. We took the per
capita income figures for each county from the 2010 Census and multiplied by the county
population that year. The second column is a measure of state taxation. We started with the
LRU selected state revenue numbers shown in Table 8 and subtracted the Federal Medicaid
match funds so only direct state (income, sales, lottery, estate, insurance) taxation was
included. The disbursement numbers in the fourth column are the same as in Table 8.

The county figures were then aggregated by the various regions as before. The two ratio
columns are thus state taxes and state spending as a percentage of regional income.

Table 9

Selected State Revenue and Disbursements as Share of Regional Economy

Region Regional Regional Regional State Revenue Disbursement
Income x State Disbursements Ratio*** Ratio***
000* Revenue x x 000
000**
Cook $152,385,791  $9,981,317 $9,515,776 6.55% 6.2%
Suburban $106,739,800 $7,295,101 $3,738,955 6.83% 3.5%
Downstate $110,309,726  $6,939,826 $12,096,366 6.29% 11.1%
North $33,440,586  $2,186,741 $2,827,801 6.54% 8.5%
Central $51,213,453  $3,227,206 $6,361,237 6.30% 12.4%
Southwest $17,852,007 $1,040,916 $1,559,109 5.83% 8.7%
South $7,803,724 $484,962 $1,553,708 6.21% 19.9%

*Income equals per capita income x population by county from 2010 Census. County totals
aggregated to regions

**Revenue equals selected state tax revenue minus Federal Medicaid reimbursement by county
from LRU 2013. County totals aggregated to regions.

*** State Revenue and Disbursements as a percentage of Regional Income

There is slight variation between regions in the revenue ratio column. Chicago and the
wealthier suburban counties generate far more tax revenue dollars in Table 8. But as a
percentage of total income, the tax load effect is only slightly progressive with the wealthiest
region paying about one half percentage point more than the poorest. This, of course, is to be
expected once the need based Federal Medicaid revenues are subtracted given the essentially
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flat rate taxes used in lllinois. The slightly progressive differences which do appear are likely
the result of exempting the first $2150 per person and all retirement income (Social Security,
pensions, 401k etc.) from the 5% state income tax. This effectively lowers the rate on regions
with significant near poverty level populations or large concentrations of retirees. Food and
prescriptions are subject to a 1% sales tax rate while other purchases have a 6% sales tax.! This
too somewhat lowers the tax load on lower income groups which tend to spend more of total
income on these essentials.

There is significantly more variation in the disbursement ratio column which shows state
expenditures as a percentage of total regional income. In the wealthiest suburban five
counties, the selected state spending is a very modest 3.5% of total regional income. In urban
Cook County the state accounts for almost twice that level of economic activity at 6.2% of total
income. This is slightly less than the 6.5% of income going to state tax revenue.

But the largest impact of state spending in relation to other economic activity is downstate.
State spending is equivalent to 11.1% of total income across this 96 county region. But this
average hides much larger variations across the sub regions. The 18 county North region is not
too far from Cook County with state expenditures at 8.5% of income. The Central region is
significantly higher at 12.4% of regional income. And in the Southern 19 counties—clearly the
poorest part of the state—state expenditures are equivalent to 19.9% of total income.

Residing in Jackson County, one of the southern 19, we can easily see the importance of state
expenditures in the local economy. The largest regional employer is Southern lllinois University
at Carbondale. A small state penal facility has recently re-opened in Murphysboro and
significant numbers of employees of state prison and mental health facilities located in
neighboring counties reside in Jackson County. Southern Illinois Healthcare is the largest non-
governmental employer, but significant portions of its revenue come from state employee
health insurance and Medicaid. The next largest employers include the City of Carbondale
which receives Local Government Distribution Funds and several school districts which receive
the mix of K-12 and mandated categorical funding. Without these state expenditures and the
multiplier effect created as they pass through private businesses, which supply state
institutions and cater to state employees, there might be very little county economic activity at
all in deep southern lllinois.

These findings may help explain the broader question posed earlier of why there is significant
rural resentment and some urban resentment in lllinois politics, but less suburban resentment.
In the context of the broader economy, the regions which are doing least well, show the highest
resentment levels while the better offs show the lowest. But blaming state government for the
perceived inequities is somewhat mistaken. True, the poorer regions are carrying almost the

1 County and municipal governments are allowed to add additional sales tax to the base 6% state rate. Five
percentage points of the base sales tax goes to the state with 1.25 percentage points returned to local
government. The slightly lower 5.8% tax load for the 9 county Southwest region may be the result of significant
sales taxable purchases on the Missouri side of the Mississippi River.
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same relative tax burden as the better offs. So, if one believes in progressive taxation based

upon ability to pay, there is much to dislike, or resent in the lllinois tax system. On the other
hand, the lower income regions of lllinois as a whole are receiving significantly more in state

expenditures than they contribute in taxes. Indeed in the most southern region, there would
be very little economic activity at all without the state.

Conclusion

This assertion that perception is more important than the facts is a fundamental axiom of
politics that does not bode especially well for mass democracy. Facts should count for
something, indeed for a lot, and are essential to any form of rational decision-making. Rational
action at both the individual voter level and the aggregate public opinion level is crucially
important in a democracy. The operation of a successful mass democracy depends in the long
run on the people being well informed and acting according to reality rather than perception
and myth.

The founders of the republic and the writers of the U. S. Constitution understood that
requirement well and enshrined in the First Amendment as the most important freedoms, what
the Supreme Court calls “the preferred freedoms” including Freedom of the Press, Freedom of
Speech, Freedom of Religion, the Freedom of Assembly and the Right to Petition the
government.

That is why we share with the founders the conviction that it is important for political leaders to
get the facts and make decisions based on the best information available in order to make
policy based on the facts and the evidence. The same requirements are no less important for
the people as they make their decisions in the voting booths every two years in each of their
states and nationally for president and for the composition of the Congress and who controls
the executive branch every two and four years. These requirements for a fact based discourse
are crucial to the mass media as they are the key channels of political information for the
public. The conflict over what are facts, and what is “fake news” has become a flash-point for
anger and conflict in our polarized nation recently.

We hope this paper contributes in some part to establishing what the facts are about the
raising and distribution of scarce resources in lllinois, what the people’s perceptions are, and
what are the gaps between those two important ingredients of mass and representative
democracy in America today.
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