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GOVERNOR’S PROPOSED BUDGET WOULD PUT ILLINOIS FINANCES ON
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(CHICAGO) In a new report released today, the Civic Federation’s Institute for Illinois’
Fiscal Sustainability supports Governor Quinn’s proposed budget for FY2013. The
$57.4 billion budget proposal acknowledges the depth of the State’s financial problems
and would put Illinois finances on the road to recovery with major structural reforms to
the State’s Medicaid program and pension systems. This is the first time the Institute has
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supported a proposed budget in four years of providing fiscal policy analysis for the Laurence J. Msall
State of Illinois. The full 87-page report is available at www.civicfed.org. President
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“Illinois citizens have waited far too long for our leaders to make the difficult decisions
necessary for fiscal recovery,” said Civic Federation President Laurence Msall. “We are
encouraged to see a budget proposal that finally addresses Illinois’ fiscal crisis with
sensible reforms that match the magnitude of the problem.”

The Governor’s proposed FY2013 budget makes several important steps toward Illinois’
fiscal recovery. The proposal does not rely on borrowing and results in a modest operating
surplus, a departure from the State’s pattern of pushing current fiscal problems into future
years. The operating surplus is based on underfunding of the Medicaid program, with
Medicaid appropriations set at a level $2.7 billion below the projected costs for the program.

The Governor’s Medicaid reform proposal aims to eliminate this funding gap through a
combination of program changes, reimbursement rate decreases for healthcare providers
(excluding doctors) and resources from an increase in the State’s cigarette tax. Although it is
unfortunate that the State allowed the Medicaid program to get to the brink of collapse, the
Governor’s proposal is a reasonable effort to restructure the program given the severity of
the crisis. The General Assembly cannot simply accept the Governor’s proposed FY2013
Medicaid appropriation without cutting costs or increasing funding. Ignoring the funding gap
and allowing unpaid Medicaid bills to grow to a total of $4.5 billion by the end of FY2013
will jeopardize the program’s survival.

Governor Quinn has also made a reasonable proposal to control the cost of the State’s
pension systems, which will consume more than 22% of State-source General Funds
revenues in FY2013. The Governor’s plan would reduce unfunded liabilities and establish an
actuarially sound funding plan that requires shared sacrifice by both current employees and
taxpayers. The Civic Federation cautions that more information is needed to confirm the
plan’s projected savings, understand the impact on annual State contributions and evaluate
the phase-in periods for various changes in the Governor’s proposal.

After years of mismanagement, the State is left with no easy answers for either pensions or
Medicaid. Although the Governor’s recommended FY2013 budget and reform proposals
would keep the State’s backlog of bills from growing, the Civic Federation is concerned that
the State will still end FY2013 with a total of approximately $9.1 billion in unpaid bills
accumulated from previous years.

“The Civic Federation calls on the Illinois General Assembly to approve the Governor’s
pension and Medicaid reform plans or identify reasonable alternatives,” said Msall.
“Continued inaction will have devastating consequences for all Illinois residents.”

The Institute for Illinois’ Fiscal Sustainability at the Civic Federation is made possible by a generous grant from the John D.
and Catherine T. MacArthur Foundation. The Institute’s mission is to improve the State’s decision-making process by
providing timely fiscal policy analysis and recommendations to State officials, the media, and the public through education and
digital outreach. Please visit www.civicfed.org/iifs for more information.
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