Nov. 8, 2009 Tribune Editorial

Fellow citizens of Illinois, Gov. Pat Quinn, legislators: Welcome to yet another public pension fiasco. Yet another festival of denial. Because in one obscure and maddening moment last week, every one of us slipped closer to burying our children and grandchildren – unless they flee the state – in still more debt by the billions.

The accompanying graphic shows how deep a hole Springfield is excavating for that burial of future generations. At the end of the current fiscal year, by this calculation, the state’s unfunded pension liability plus its other pension debt will total some $95 billion. That’s north of $7,000 for each of Illinois’ 12.9 million residents – including babies, retirees … and the state lawmakers who created this travesty. They awarded public pension benefits that battered Illinois employers and other taxpayers simply cannot afford.

This week, at the legislature’s behest, a Pension Modernization Task Force likely will issue a report on the depth of the pension system’s indebtedness. Among the legislature’s instructions: that the task force “Analyze which pension benefits in Illinois should be modernized.”

As in, which benefits should be changed for future hires. But the report won’t do that.

Governor, you can ignore much – but not all – of this less than candid document.
– – –
We watched Tuesday as organized labor and its allies on the task force amputated an excellent list of modernization proposals compiled by Chicago attorney Donald J. McNeil. He chairs the task force (and has been Quinn’s friend since they worked on Georgetown University’s newspaper).

McNeil had prepped an even-handed draft for this most sensitive section of the report. In it he respectfully explained how differently representatives of labor and business viewed the relative costs of public versus private pensions. His draft urged that Quinn and public employees unions “conduct good-faith negotiations over a two-tier system” that would offer lower benefits to future employees – a change Quinn has said he supports. If those talks don’t yield savings, McNeil wrote, legislators should “enact some or all” of 10 possible pension changes for future state hires, including:

– Raising workers’ retirement ages.
– Limiting annual cost-of-living adjustments to pension payments.
– Curbing the effect of late-career salary bumps that fatten future pension payouts.
– Hiking worker contributions to pensions.
– Capping the amount of state-supported pension payments an individual can collect.
– Studying whether Illinois should switch to a “defined contribution” retirement plan, comparable to the private-sector 401(k).
– Eliminating such abuses as basing state pension payments not on a retiree’s public salary, but on the higher salary he or she earned at a union or lobbying group.

In a swift vote, though, the task force’s labor sympathizers nixed all of that. In their view, the pension crisis has one root cause: Lawmakers haven’t fully funded the system. In other words, taxpayers haven’t put up enough money to pay all the benefits. The sheer size of those benefits? No problem there.

This labor-backed version of task force “findings” on benefits dismisses a two-tier system as incapable of producing “significant savings” for some 25-30 years. Oh really?

Nope, looks like nothing needs fixing. Just send Springfield your $7,000.
– – –
Governor, legislators, when this report lands on your desks, skip the propaganda and turn to the appendix. There you’ll find what you really need: a devastating, 19-page document, The Minority Report, by the Civic Committee of the Commercial Club of Chicago. This group has been telling truth to power about Illinois’ metastasizing pension debacle for years. Or read the report today at chicagotribune.com/pensions.

The Minority Report is a data-grounded call for gutsy leadership to modernize the pension system that Illinoisans can’t sustain: “Just to keep the unfunded obligation from growing, the state should be funding pensions to the extent of about $8.3 billion (per year) out of operating revenues.”

That approaches one-third of the current state budget. Can’t be done.

Future benefits need to be cut, as they’ve been cut across the private sector. The Minority Report’s ultimatum: “If Illinois does not seriously address these problems now, there may soon come a time when no combination of service cuts or tax increases will be sufficient to cover these mounting costs. Taxpayers … will take their businesses, their investments and their jobs to another state – one unburdened by a huge costly legacy from the past.”

No more Blagojevichian borrowing schemes, no more delays in confronting the unions. And no tax hikes until this system is reformed. Per The Minority Report: “Organized labor cannot have it both ways – no reforms and enhanced funding.” Finally: Governor, legislators – would somebody please ask Don McNeil for the “findings” that a majority of his committee hijacked?

