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With over one-third of the State’s General
Funds dedicated to education in Illinois, the
unprecedented state budgetary crisis coupled
with the national economic crisis is poised to
create challenges for state funding of educa-
tion. Current forecasts project a large budget
deficit for the General Funds for fiscal year

2010. As the General
Funds are far and away
the biggest state funding
source for both elemen-
tary and secondary edu-
cation and higher edu-
cation, the current out-
look for increased state
funding is not promis-
ing. However, it remains
to be seen what impact
the federal govern-
ment’s stimulus pack-
age will have on educa-
tion funding.

Total spending from the
General Funds for pub-
lic education in Illinois

was $10.375 billion in fiscal year 2008 with
$8.180 billion utilized for elementary and sec-
ondary education and $2.195 billion for higher
education. The $10.375 billion expended in
fiscal year 2008 is $3.026 billion or 41.2%
higher than fiscal year 1999 spending of
$7.349 billion. The average year over year
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FROM THE COMPTROLLERFROM THE COMPTROLLER
Dear Readers:

This issue of Fiscal Focus takes a look at various aspects of elementary, secondary, and higher education
in Illinois. The cover story looks at Illinois’ General Funds spending on all types of education in the last
decade and the share of state resources that are going to support this area of the budget.  Other stories take
a look at areas of interest such as capital spending for higher education, state revenues that are specifical-
ly pledged to elementary and secondary education, and how Illinois compares to other states in the share
the state provides to support education funding.

Illinois’ General Funds elementary and secondary education spending, including teachers retirement grants, increased from $5.14 bil-
lion in fiscal year 1999 to $8.18 billion in fiscal year 2008.  Illinois’ spending on general state aid has increased by over 50% over
the last decade, an increase that exceeds that seen in most other areas of the state’s budget.

Over the last decade, Illinois’ General Funds support of higher education remained essentially flat over the decade, falling from a peak
of $2.64 billion in fiscal year 2002 to $2.20 billion in fiscal year 2008.  Capital spending by the state for higher education purposes
has also fallen off during this time frame.  Limited state support has put pressure on the state’s universities and community colleges
to increase tuition and forced universities to defer maintenance.  All state support of educational programs will face a close review in
the development of the state’s fiscal year 2010 budget as Illinois’ economic troubles strain the state’s budget.

Your comments about this or our other publications are always welcome.  Your input can be directed to (217) 782-6000 in Spring-
field, (312) 814-2451 in Chicago or via the web site at www.ioc.state.il.us.

Sincerely,

Daniel W. Hynes
State Comptroller
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strives to assist taxpayers and the people of Illinois. This report

is designed to provide fiscal information of general interest.

Editorial Staff: Rick Cornell and Alexis Sturm. Writers and

Analysts: Bill Dracos, Kevin Fitzpatrick, Loren Iglarsh,

Stephanie Blair, Alexis Sturm, Jeanette Goza, Javier Cazares,

Colleen Kozubowski, Joe Enright and Aimee Ayers-  Mansfield.

Production: Rhonda Rathbone, Susan Hansen, Aimee Ayers-

  Mansfield, Frank Weitzel, Larry Hopkins and Mike Petropoulos.

Fiscal Focus is published by Comptroller Daniel W. Hynes,

201 State House, Springfield, Illinois 62706. Questions or

comments may be directed to (217)782-6000.

Web Address: http://www.ioc.state.il.us

In compliance with the Americans with Disabilities Act, this

document may be requested in alternative formats by con-

tacting the Office of the Comptroller at (217)782-6000 or

calling the IOC Telecommunications Device for the Deaf

(TDD) number, (217)782-1308, or by visiting the Illinois

state Capitol Building, 201 State House, Springfield, Illinois.

The Illinois Office of the Comptroller is an equal opportunity

employer and does not discriminate on the basis of race,

color, religion, sex, marital status, national origin, ancestry,

age or disability in employment or in the provision of any

services, programs or activities.

Printed by Authority of the State of Illinois

4/17 /09 - 2,560, Job 40690

Reproduction of articles from this issue or portions thereof

is allowed with proper attribution to Fiscal Focus, Illinois

Office of the Comptroller.

Education Funding Reform
Fiscal Focus

Article X of the 1970 Illinois Constitution
states that “The State shall provide for an effi-
cient system of high quality public education-
al institutions and services” and “The State has
the primary responsibility for financing the
system of public education.” These brief sen-
tences have led to a continuing debate over
how to properly fund public education. In par-
ticular, are sufficient funds being provided for
public education, should changes be made to
the formula for distributing state education
funds among school districts, and is the local-
ly levied property tax asked to provide too
great a share of funds for education? The
debate has also touched on funding for nontra-
ditional forms of education such as charter
schools and often addresses nonfinancial top-
ics such as school accountability and school
reorganization. The product of the debate has
included commission reports, proposed legis-
lation, and legal actions. 

The starting point for these discussions is that
Illinois depends upon locally generated prop-
erty tax revenues for a greater share of educa-
tion funding than other states. This causes a
wide variance between the funds available for
education in property rich districts versus
property poor districts. 

Regionalism further complicates the formula-
tion of Illinois education reform packages.
Urban districts with poverty pockets such as
the Chicago School District and older subur-
ban districts, affluent suburban districts, and
small low income rural districts are all com-
peting for bigger slices of the education fund-
ing pie.  Distribution formula issues include
how much extra weight should be given to low
income pupils and the division of school
monies between the financial need focused
general state aid program versus categorical
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increase in education funding over the past
ten years is $336 million or 4.0%.

Over one-third of all General Funds base
spending in Illinois is directed to education.
The percentage of General Funds dollars
spent on education over the last ten fiscal
years has ranged from a low of 32.8% in fis-
cal year 2006 to a high of 35.9% in fiscal year
2003 with an average level of 34.2%.

Although the share of General Funds spend-
ing dedicated to education has remained fair-
ly steady over the last ten years, the portion
for elementary and secondary education has
increased substantially while higher education
has not. Over the last ten years, elementary
and secondary education’s share of the Gen-
eral Funds has increased three percentage
points from 23.9% in fiscal year 1999 to
26.9% in fiscal year 2008. Higher education’s
share over the same timeframe has decreased
3.1 percentage points from 10.3% to 7.2%.

Elementary and Secondary Education 

The majority of state spending for public ele-
mentary and secondary education comes from
the state’s General Funds which include the

General Revenue Fund (the state’s main oper-
ating fund) and three funds specifically ear-
marked for education (Education Assistance
Fund, Common School Fund and the General
Revenue-Common School Special Account

Fund). Fiscal year 2008 General Funds’ pub-
lic elementary and secondary education
spending by the State Board of Education and
the Downstate and Chicago Teachers’ Retire-
ment systems totaled $8.180 billion, $3.045
billion or 59.3% more than fiscal year 1999
expenditures of $5.135 billion. 

Nearly half of the increase over the last ten
years has occurred in the last two fiscal years

($1.450 billion increase or 21.5% over two
years). Prior to the last two fiscal years, the
growth in elementary and secondary educa-
tion spending was largely reflective of the

state’s fiscal condition. However, even chal-
lenging fiscal times did not deter large
increases in spending over the past two fiscal
years. From fiscal year 1999 to fiscal year
2002, the average annual growth was $342
million or 6.3% reflecting the state’s strong
financial position and a ramp up in pension
contributions. In fiscal year 2003, spending
declined by $41 million or 0.1% as the state

was in the midst of a fiscal crisis. After a small
increase in spending in fiscal year 2004, Gen-
eral Funds spending jumped $483 million or
7.7% in fiscal year 2005. Fiscal year 2006
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spending of $6.730 billion was actually a
decrease of $28 million or 0.4% from the pre-
vious year. This decrease was due to a
decrease in funding to the Teachers’ Retire-
ment System. 

The largest State Board of Education spend-
ing program is apportionment or general state
aid. For fiscal year 2008, the State Board
spent $4.424 billion on apportionment grants,
an increase of $1.502 billion or 51.4% over
the past ten fiscal years.  Legislation which
established minimum foundation levels of
financial support for school districts account-
ed for a significant portion of the increases in
apportionment grants.

Until fiscal year 1998, a special equalization
formula was used to determine apportion-
ment grants to districts based on average
daily attendance guaranteeing each district a
minimum amount of resources per student
provided the district made a sufficient tax
effort. For fiscal year 1998, enacted legisla-
tion established foundation levels of financial
support that were deemed appropriate for a
student to receive an “adequate” education.
Those levels were established as $4,100 for
fiscal year 1998, $4,225 for 1999, $4,325 for
2000, $4,425 for 2001, $4,560 for 2002 and
2003, $4,810 for 2004, $4,964 for 2005,
$5,164 for 2006, $5,334 for 2007, $5,734 for
2008 and $5,959 for fiscal year 2009. In sub-
sequent years, the General Assembly will
determine the appropriate foundation level
with advice from the Education Funding
Advisory Board consisting of five members
appointed by the Governor. It should be noted
that the foundation levels enacted are below
the Education Funding Advisory Board’s rec-
ommended levels.

Up through fiscal year 2003 the fastest grow-
ing segment of public education spending
was retirement grants. State grant payments
to the retirement systems supplement
employee contributions and investment
income in funding the teachers’ retirement
systems. Fiscal year 2003 spending for retire-
ment totaled $931 million, $630 million or
more than triple fiscal year 1994 contribu-
tions from ten years earlier of $301 million.
This significant increase in retirement grants
was due to pension funding legislation that

took effect in fiscal year 1996. This legisla-
tion provides for a 50-year phase-in period
with the ultimate goal of increasing the actu-
arial funded ratio to 90.0%. The act also pro-
vides the Comptroller with continuing appro-
priation authority for the required employer
contributions.

From fiscal year 2003 through fiscal year
2007, retirement contributions declined from
the General Funds. A decrease of $192 mil-
lion in fiscal year 2004 from $931 million to
$739 million was due to the sale of pension
funding bonds. Some of the proceeds from
this sale were deposited directly with the
Teachers’ Retirement System helping to off-
set the actuarially required contribution from
the General Funds. In fiscal year 2005, con-
tributions increased $234 million to $873
million. However, in fiscal year 2006, contri-
butions declined by $264 million due to statu-
tory measures which lowered required contri-
bution levels for fiscal years 2006 and 2007.
Contribution levels were back up to actuarial
requirements in fiscal year 2008 with $1.116
billion in spending. For fiscal year 2009,
$1.271 billion was appropriated; however,
that amount is approximately $255 million
lower than actuarial requirements and TRS is
using continuing appropriation authority to
obtain the full amount.

The remainder of grant spending for elemen-
tary and secondary education consists prima-
rily of categorical grants. Categorical grants
are payments earmarked to school districts
for specific purposes such as special educa-
tion, transportation, early childhood educa-
tion and reading improvement.

The largest categorical grant program is for
special education for the handicapped which
includes reimbursements to school districts
for approved personnel who perform servic-
es in special education programs. Special
education grant payments of $958 million in
fiscal year 2008 were $446 million or 87.1%
higher than fiscal year 1999 payments of
$512 million.

The second largest categorical program is
transportation, which provides grants to reim-
burse allowable costs of school districts
above a required local contribution to provide

transportation for regular, vocational, and
special education students. Fiscal year 2008
transportation grant spending of $662 million
was $365 million or 122.9% higher than fis-
cal year 1999 spending of $297 million.

Grants for early childhood education have
grown substantially over the past ten years.
Spending of $341 million in fiscal year 2008
was more than double the $154 million
expended in fiscal year 1999. These grants
provide funds for early childhood programs
and services that will help young children
enter school ready to learn. Programs funded
include the Pre-kindergarten Program for
children at risk of academic failure and the
Early Childhood Parental Training Program.

Other sizeable grant programs include Read-
ing Improvement ($76 million in fiscal year
2008), Bi-lingual Education ($74 million),
and Vocational Education ($39 million). Both
Reading Improvement and Vocational Educa-
tion spending has declined over the past ten
years while Bi-lingual Education increased.

The smallest category of General Funds
spending for public education is operations
with spending of $110 million in fiscal year
2008. While the bulk of operations spending
at most agencies are typically for employee
salaries and benefits, some programs at the
State Board are coded as lump sum opera-
tions and include both grant and operations
type spending. This accounts for the vari-
ances from year to year.

Higher Education

Higher education spending from the state’s
General Funds totaled $2.195 billion in fiscal
year 2008, $19 million or 0.9% less than the
$2.214 billion spent in fiscal year 1999 and
$442 million or 16.8% less than the $2.637
billion spent in fiscal year 2002. General
Funds higher education spending increased
every year from fiscal year 1999 through fis-
cal year 2002 and has declined every year
since, except for a slight increase in fiscal
year 2007. Utilizing other state funds for pen-
sion payments to the State Universities
Retirement System has accounted for the
declines in recent years as institutional spend-
ing has remained relatively flat.
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Nearly one-third of higher education spending
from the General Funds goes to the Universi-
ty of Illinois. Of the $2.195 billion in spend-
ing in fiscal year 2008, $722 million or 32.9%
was by the University of Illinois. Fiscal year
2008 U of I expenditures are $38 million
higher than fiscal year 1999 but $73 million
less than fiscal year 2002 expenditures. 

Spending by the Student Assistance Commis-
sion is the second largest with $426 million
expended in fiscal year 2008, $74 million or
21.0% higher than fiscal year 1999. Unlike all
other higher education entities, with the
exception of the Mathematics and Science
Academy, the Student Assistance Commis-
sion’s level of spending was at its highest
point in fiscal year 2008 looking over the last
ten years. Most of the General Funds spend-
ing by the Commission is for scholastic grants
through the state’s Monetary Award Program
(MAP). 

Spending through the Illinois Community
College Board (ICCB) to the state’s 48 com-
munity colleges totaled $355 million in fiscal
year 2008, $67 million or 23.3% more than
fiscal year 1999. Fiscal year 2002 was the
peak year for spending by the ICCB with
$368 million.

Southern and Northern Illinois Universities
both exceeded $100 million in spending
annually from the General Funds over the past
ten fiscal years.   

Fiscal Year 2009 and Beyond

Fiscal year 2009 General Funds appropria-
tions for elementary, secondary and higher
education total $11.328 billion, $835 million

or 8.0% higher than fiscal year 2008 appro-
priations of $10.493 billion. Elementary and
secondary education appropriations are up
$506 million or 6.1%, while higher education
appropriations from the General Funds are up
$329 million or 14.9%, including retirement
contributions. 

Fiscal Year

Percentage
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On top of the $506 million increase
for elementary and secondary edu-
cation there will be approximately
$255 million more of an increase as
the Teachers’ Retirement System
appropriations are inadequate to
meet required funding levels. The
$329 million increase for higher
education includes a $317 million
increase in university retirement
contributions as revenues became
less available from another state
fund.  In fiscal year 2008 all but $5
million in retirement contributions
were made from the State Pensions
Fund.  However, in fiscal year
2009, the General Funds will have
to contribute to the State Universi-
ties Retirement System.  

For fiscal year 2010, the State
Board of Education has requested
an increase of $173 million or
2.3%. If approved by the General
Assembly and signed by the Gov-
ernor, this increase would be the
lowest over the past decade except
for fiscal year 2003 when educa-
tion funding was reduced.  As part
of the Board’s recommendation,
general state aid would be
increased $114 million, which
would effectively increase the
state’s general state aid foundation
level by $130 to $6,089. Included
in this $114 million increase are
grants and programs that previous-
ly were separate from general state
aid and are now being collapsed in
to give districts more flexibility.
An increase of $145 million in
mandated categorical grants for
such services as special education
and transportation is also request-
ed. On top of the State Board of
Education’s requested increase of
$173 million for fiscal year 2010 is
a certified increase of $637 million
for teachers’ retirement. Together, these
increases total $810 million for elementary
and secondary education.

Faced with a budget deficit of at least $9 bil-
lion in fiscal year 2010 budget negotiations,
education funding certainly faces a difficult
budgetary situation in the coming fiscal year.

However, the federal government’s American
Recovery and Reinvestment Act (ARRA) of
2009 provides the states with additional fund-

Illinois has a long tradition of excellence in higher education. The University of Illinois, established as
a Land Grant school in 1862, has been and continues to be a national leader in many disciplines. Over
the years, the system of higher education has become more diverse and complex.  There is a strong
array of public and private institutions that includes 12 public universities, 48 community colleges, 99
private, non-profit institutions, and 26 proprietary institutions.

The public universities include Chicago State University, Eastern Illinois University, Governors State
University, Northeastern Illinois University, Western Illinois University, Illinois State University,
Northern Illinois University, Southern Illinois University (Carbondale and Edwardsville), and the Uni-
versity of Illinois (Urbana-Champaign, Chicago and Springfield). The community colleges are spread
throughout 39 local community college districts.  The private schools include names such as the Uni-
versity of Chicago and Northwestern University, while DeVry Institute of Technology and the Rock-
ford Business College are examples of some of the proprietary institutions.

State Higher Education Agencies

In addition to the public universities and community colleges, there are a number of other state agen-
cies that are involved in higher education in Illinois and receive state appropriations. The Illinois Board
of Higher Education (IBHE) is responsible for the planning and coordination of higher education.  The
IBHE develops an annual state budget for higher education, reviews and approves degree-granting pro-
grams offered by public and independent institutions, and reviews and approves the operating author-
ity for independent post-secondary institutions. In addition, the IBHE administers grants for health
education, engineering equipment, cooperative work-study, professional development for teachers,
matching funds for federal and other agency contributions, as well as grants authorized by the Higher
Education Cooperation Act and the Financial Assistance Act for Non-public Institutions of Higher
Education.

The Illinois Community College Board (ICCB) is responsible for administering the Public Community
College Act to maximize the ability of community colleges to provide high-quality, accessible, cost-
effective educational opportunities for the individuals and communities they serve. This authority
includes statewide planning, coordination of programs and services, approval of new units of instruc-
tion, and the provision of grants to community colleges.

The ICCB oversees the 48 community colleges that provide a wide range of programs that prepare stu-
dents for college or for good paying jobs. For example, the ICCB plays a significant role in the edu-
cation and training of Illinois workers through programs such as adult education, vocational training,
family literacy, English as a second language, and workforce development and training.  Community
colleges offer training in over 240 different occupations.

State involvement in higher education also includes the Illinois Student Assistance Commission
(ISAC) that administers student financial assistance programs to help needy students finance their col-
lege educations, and the Illinois Mathematics and Science Academy (IMSA) that provides advanced
math and science learning in a residential high school setting to 650 academically talented students in
grades 10-12. The State Universities Retirement System and the Universities Civil Service Merit Board
complete the list of higher education agencies.
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Illinois’ Higher Education System

COVER STORY– continued from page 5COVER STORY– continued from page 5



In December 2006, The Illinois Board of
Higher Education approved Illinois’ partici-
pation in the Midwest Student Exchange Pro-
gram (MSEP) but it will not go into effect
until an individual institution in Illinois elects
to participate in the program. 

The MSEP is a program that offers reduced
tuition rates to students in the states of Indi-
ana, Kansas, Michigan, Minnesota, Missouri,
Nebraska, North Dakota, and Wisconsin.  The
MSEP serves as the Midwest’s largest multi-
state tuition reciprocity program with over
140 campuses from participating states offer-
ing enrollment to students at reduced tuition
rates.  Public institutions enrolling students
under the MSEP agree to charge no more than
150% of the in-state resident tuition rate while
private institutions offer a 10% reduction on

their tuition rates.  A student must enroll as a
non-resident student at a participating MSEP
campus to receive the discount.  Currently,
Illinois does not have any institutions that are
participating in reciprocity agreements.  The
other Midwestern states of Iowa, South Dako-
ta, and Ohio do not participate in MSEP at this
time either.

According to a report sponsored by the Illi-
nois Board of Higher Education and the Cen-
ter for the Study of Education Policy at Illi-
nois State University, Illinois has suffered an
imbalance of in and out migration for years.
Illinois ranks as the second highest net
exporter of college students in the United
States. Some reasons why Illinois students go
out of state to college are affordability (getting
the lowest overall cost), perceived quality of

education, selectivity (choice of college), dis-
tribution (higher institutional grants and
scholarships), capacity (enrollment size) and
marketing of Illinois colleges and universities. 

According to a 2007-2008 National Compar-
ison on Tuition and Fee Rates conducted by
the Washington Higher Education Coordina-
tion Board, Illinois’ undergraduate tuition and
required fees (at a state’s flagship university)
for a non-resident was $25,216, the highest
among neighboring states. Missouri
($18,754), Iowa ($19,445), Wisconsin
($21,434), and Indiana ($22,316) were lower.
The Illinois resident rate of $11,130 was
notably higher than Iowa ($6,273), Wisconsin
($7,184), Indiana ($7,837) and Missouri
($8,089).  ■

Midwest Student Exchange Program

ing for specific education programs, including
some money for states to help maintain the
state’s financial support of education.  While
the specifics regarding the availability of
these funds will depend on choices made by
the Governor and Legislature, it may mitigate
some of the impact of the challenging budget
situation for the education entities.

The Governor appears prepared to
use a portion of the ARRA money
in order to subsidize Illinois’ sup-

port for elementary and secondary education.
Last month, the Governor recommended fis-
cal year 2010 General Funds appropriations
for the State Board of Education to increase
by $176 million, an increase when many other
areas of the state’s budget had recommended
decreases. The Governor proposed reducing

appropriations for teachers’ retirement grants
$443 million (and related modifications to
retiree benefits) for an aggregate decline of
$267 million for elementary and secondary
education. Recommended General Funds
appropriations for higher education are $158
million less than fiscal year 2009, due in part

to reductions in appropriations for the
State Universities Retirement System
tied to benefit changes. ■

April 2009Fiscal Focus 7

COVER STORY–concluded from page 6COVER STORY–concluded from page 6

Education Spending in Illinois



An examination of state funded capital
expenditures for higher education shows a
marked decline in recent years. At the same
time, deferred maintenance at higher educa-
tion institutions is on the rise. Capital expen-
ditures by the state include bond fund spend-
ing which utilizes bond proceeds from state
general obligation or Build Illinois
bonds and spending from other funds
which is utilized for infrastructure
projects. Bond fund spending is the
primary source of capital spending for
higher education. 

Since fiscal year 2000, the state has
averaged $152.9 million in capital
spending annually. Total spending
over the last nine years is $1.376 bil-
lion. The highest year of spending was

fiscal year 2003 when $255.8 million was
expended and the lowest year was fiscal year
2008 when only $49.8 million was spent.
Each of the last four fiscal years has fallen
below the decade average, reflecting the sig-
nificant slowdown in state support for higher
education infrastructure. The lack of a
statewide capital plan is cited as a major rea-
son for the slowdown in state support.The
Capital Development Fund, which is funded
with general obligation bond proceeds, is the
main source of capital expenditure funding
for higher education. Since fiscal year 2000,
nearly $1.148 billion has been spent on high-
er education from this fund accounting for
83.4% of the total. Build Illinois Bond Fund
expenditures are the second largest source
with $190.5 million. Other funds utilized for

higher education since fiscal year 2000
include the Tobacco Settlement Recovery
Fund ($13.2 million), Fund for Illinois’
Future ($12.8 million), General Revenue
Fund ($11.2 million) and the Coal Develop-
ment Fund ($0.5 million).

As expected, Illinois’ flagship university, the
University of Illinois has received the largest
portion of state monies for capital projects.

Since fiscal year 2000, the university has
received $442.7 million or 32.2% of the total
for an average of $49.2 million per year. The
second largest total goes to the state’s com-
munity colleges with much of the money
funneled through the Illinois Community
College Board. Since fiscal year 2000, com-

munity colleges have spent $351.4 mil-
lion which is 25.5% of the total. Together,
the University of Illinois and community
colleges have spent 57.7% of higher edu-
cation capital funds.

 Deferred maintenance estimates as report-
ed by public universities and community
colleges were nearly $3.030 billion in fis-
cal year 2008. This is up $1.806 billion or
147.5% from $1.224 billion in fiscal year
2000. Declining support from the state
along with increased maintenance costs
and aging facilities all play a part in the

escalating backlog of maintenance projects.
Over half of the estimated deferred mainte-
nance was at the University of Illinois.  ■
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grants, particularly those grants where dis-
tribution is not related to school district
property tax bases. The need to satisfy stan-
dards set by the federal No Child Left
Behind law has added an additional issue to
the education funding debate. 

Recent Proposals

The most recent state commission estab-
lished to review education funding is the
Education Funding Advisory Board
(EFAB). EFAB is a continuing board creat-
ed by Public Act 90-548 in December 1997
to recommend the foundation level and the
supplemental aid level for districts with
high concentrations of poverty children. In
an October 2002 report, EFAB went further
to provide recommendations for systemic
education funding reform. The EFAB rec-
ommendations pertaining to funding
reform were to reduce reliance on the local
property tax through guaranteed property
tax relief and increase the state share of
funding through a fair, reliable, and pre-
dictable revenue stream. The suggestion for
implementing these principles was to raise
the personal income tax rate from 3% to 4%
with a proportionate corporate tax rate
increase to generate $2.8 billion. Addition-
al revenue could come from broadening the
sales tax to include some services. Property
tax relief would come from a $3.5 billion
reduction in taxes for education purposes. A
School District Property Tax Relief Fund
would be created to receive the portion of
revenues from the increased state taxes that
would be given to school districts to replace
the reduced property tax revenues. 

Since quality public education is the key to
a well educated labor force and because
financing education takes such a large share
of tax revenues, private groups, including
special task forces established specifically
to address education issues and long-estab-
lished civic groups have focused on public
education. 

The Metropolitan Planning Council study
on “Resolving the School Funding Debate”
(May 2007) is an example of a civic group
that has turned its energies to this problem.
Their proposal was to raise the state income
tax rate to 5% with protection to working

class families provided by raising the per-
sonal exemption, expanding the earned
income credit, and possibly adding a child
tax credit and to provide property tax relief
with a flat grant to relatively wealthy dis-
tricts and larger grants to distressed areas of
the state. The remaining funds after proper-
ty tax relief can be used for raising the
foundation level, increasing state support
for categorical grants such as special edu-
cation, early childhood education, and
teacher mentoring programs and to finance
investment funds to meet the capital needs
of schools. The Council also includes a
variety of reform measures including better
information on student achievement, school
performance and school finance and pen-
sion reform. 

The intended outcome of all these activities
is education reform legislation. The most
recent high profile legislative proposal was
the February 2008 tax swap proposal (SB
2288) sponsored by Senator Meeks. The
proposal had income tax rates increased
with the personal rate rising from 3% to 5%
and the corporate rate rising from 4.8% to
8.0%. For lower income Illinoisans, the
cost of the higher tax rate would be offset
by a Family Tax Credit. Income tax rev-
enues would be up $7.2 billion based on the
rate increases less $600 million for the
Family Tax Credit leaving a net gain of $6.6
billion in state revenues. In recognition of
the state’s accumulated Medicaid and pen-
sion debts, $1.7 billion would be available
to put the state on a more sound fiscal foot-
ing. Of the remaining $4.9 billion, $3.1 bil-
lion would go for elementary and second-
ary education. This would be offset by $2.5
billion in property tax relief leaving a net
gain of $600 million. Higher education,
which has received limited state funding
increases in recent years, would receive
$300 million. Finally, $1 billion would be
available for the Invest in Illinois program
to fund infrastructure needs of Illinois. 

Other new revenue streams could also pro-
vide the additional revenue for school fund-
ing reform and property tax relief. For
example in 2005, former Governor Blago-
jevich proposed additional funds for educa-
tion in Illinois by expanding the number of

slot machines and gaming tables in Illinois.
In 2006, the funds were to come from sell-
ing or leasing the state lottery. EFAB’s pro-
posal to consider expanding the sales tax
base to include the cost of additional serv-
ices has already been mentioned. 

Legal Challenges

School funding in Illinois can also be chal-
lenged through the courts. Is the state pro-
viding an efficient system of public educa-
tion and is it meeting its primary responsi-
bility for funding education in Illinois? In
cases filed after the adoption of the 1970
Constitution, the Supreme Court ruled that
phrase “primary responsibility” for state
funding for primary and secondary educa-
tion was meant to be a goal rather than a
requirement that the state carry a larger
share of the burden for financing education. 

The Supreme Court turned to the meaning
of an “efficient system of high quality pub-
lic” education in Committee for Education
Rights v. Edgar (1996). The plaintiffs con-
tended students in poorer districts received
an inadequate education. The Court noted
that questions concerning the efficiency
and thoroughness of the school system
were solely the purview of the General
Assembly. A further review of the public
school funding system in Lewis E. v. Spag-
nolo (1999) concerned whether the Consti-
tution granted the right to a minimally ade-
quate education. Again, the Court ruled
questions concerning the quality of educa-
tion are legislative issues. 

In August 2008, a new complaint was filed
in the state circuit court as Chicago Urban
League v. State of Illinois. In asking that the
current funding scheme be declared uncon-
stitutional, plaintiffs claim the current sys-
tem violates the Illinois guarantee that all
students receive a high quality education
and discriminates against families based on
race. Plaintiffs in the new case argue the
adoption of a new set of state learning and
achievement goals and federal No Child
Left Behind measures now allow the courts
to determine whether the state’s funding
scheme provides for high quality education
to all pupils.  ■

Education Funding Reform continued from page 2
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In fiscal year 2008, over $4.2 billion in Gen-
eral Funds revenues was dedicated to fund
education.  The amount of revenue specific-
ally available for education has steadily
increased over the years as sources of revenue
were added or increased. 

The most recognized dedicated revenue
source is the State Lottery.  However, it is nei-

ther the most important nor the oldest source.
That distinction is held by the state sales tax
which generated $1.8 billion or almost 43% of
the total General Funds education revenues in
fiscal year 2008.  Since 1959, a portion of the
state sales tax revenues were earmarked for
elementary and secondary education.  Cur-
rently, 25% of state sales tax revenues are
deposited into the General Revenue-Common
School Special Account Fund. 

Two sources began earmarking revenues to
education in fiscal year 1986.  The best known
source of funding for elementary and second-
ary education, the state lottery started trans-
ferring monies into the Common School Fund
that year while prior to that time the transfer
was to the General Revenue Fund.  In fiscal

year 2008, lottery transfers totaled $657 mil-
lion or about 15.6% of the total General Funds
education revenues for the year.  Also in fiscal
year 1986, the cigarette tax was increased
with a portion of the increase allocated to the
Common School Fund.  Since then there have
been various changes in the allocation of the
cigarette tax and $172 million was deposited
into the fund in fiscal year 2008.

The next big change
in revenues for edu-
cation occurred in
fiscal year 1990 with
the then temporary
but now permanent
increase in state
income tax rates.
The Education Assis-
tance Fund was
established with
7.3% of income tax
revenues dedicated
for deposit into the fund. Income tax revenues
are now the second largest source of revenue
for education accounting for $889 million or
21.1% of total dedicated education revenues

in fiscal year 2008.  Two years later, the Edu-
cation Assistance Fund received another boost
in revenues with the implementation of river-
boat gambling in fiscal year 1992.  With $564
million transferred in fiscal year 2008, it is the
fourth largest source representing 13.4% of
total education revenues for the year.  

Fiscal year 1990 was the first full year of
deposits of public utility tax revenue into the
Common School Fund ($12 million a year
from the telecommunication tax).  Beginning
in fiscal year 1998, a portion of the telecom-
munications excise tax was deposited into the
fund.  All other sources of education revenues
have been minor except for selected years
when one time revenues such as the amnesty
taxes or Build Illinois reserve revenues were
deposited into the Common School Fund.
However, the second oldest source of dedicat-
ed education revenues is the deposit of bingo
tax revenues into the Common School Fund
which began in fiscal year 1972.

While these revenues are dedicated for educa-
tion, they have over the years provided less
than half the funding for education spending.
In fiscal year 2008, dedicated sources of Gen-
eral Funds revenues accounted for 40.5% of
General Funds education expenditures.  Over
the past 20 years, the highest rate was 46.3%
in fiscal year 2006.  Even excluding the small
portion for higher education, these dedicated

sources still provide less than half the funding
for elementary and secondary education.  The
General Revenue Fund continues to be the
main source of funding for education. ■

Revenues Dedicated for Education
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An estimated 22,391 students receive their
graduate and/or post graduate degrees from
the five most populated universities in the
state of Illinois each year.  Chances are good
that these students and students across the
nation will be picking up a diploma in the
area of business, social science, education
and psychology. 

The most popular major both at Illinois’ uni-
versities and nationwide has been business.
In 1970 however, the most popular major
was education, and business was the third
most popular major.  According to a 2007
report published by the U.S. Department of
Education, National Center for Education
Statistics, other majors of choice by students
interested in a service profession such as
teaching and social work, have helped keep
the areas of social science, education and
psychology on the most popular list. 

In recent years the parks, recreation, leisure
and fitness area of study has gained popular-
ity.  Thirty-eight years ago this area barely
made the list.  Since then, it has grown from
1,621 graduates to 22,888, surpassing other
majors such as public administration and for-
eign languages.  Some traditional majors
such as English, Math, Physical Science and
Engineering, have been on the decline in past
years.  

Student enrollment at the University of Illi-
nois Urbana (U of I), has steadily increased
from fiscal year 2003 to fiscal year 2007.
Average undergraduate headcount at the U of
I during this five year period is approximate-
ly 30,084. Total headcount has averaged
41,306 during the same period.  Part-time
enrollment has averaged 8.3% during those
five years at the U of I.

The University of Illinois at Chicago (UIC)
experienced a 9.1% drop in undergraduate
headcount from 16,543 in fiscal 2003 to
15,150 in fiscal 2006. However in fiscal 2007
undergraduate headcount was reported at
15,672 or a 3.4% increase from the prior
year. Total headcount at the UIC decreased
5.3% during the same four year period, while
increasing 3.8% in fiscal 2007. Average part-
time enrollment at the UIC during this five
year span has been 18.5%. 

Northern Illinois University (NIU) has expe-
rienced a slight increase in undergraduate
headcount of 4.3% from 18,104 in fiscal
2003 to 18,917 in fiscal year 2007 with a
yearly average of 18,359. Total headcount
improved by 1.2% during the same time span
and has averaged 25,098.  Part-time enroll-
ment at NIU has been on a steady decrease
while averaging 25.2% over this five year
period. ■

Higher Education Enrollment Trends

■ UIC   ■ U of I   ■ NIU   ■ SIU Carbondale   ■ ISU
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Public education (K-12) is financed by local,
state and federal governments.  According to
the National Center for Education Statistics,
the school district’s revenues vary greatly
depending on the state in which the school
district is located. Below is a summary of the
highest and lowest ranking states when it
comes to funding by their local, state or feder-
al government as well as the comparison to
Illinois’ surrounding states. Hawaii and Wash-
ington, D.C. have only one school district
each, therefore neither is comparable to the
other states.  

According to the data compiled by the State
Education Reforms (SER) for the National
Center for Education Statistics, for Fiscal Year
2006 Illinois’ percentage was among the low-

est, ranking 49th, when it comes to state gov-
ernment support.  Illinois’ state government
share of school funding was 29.6%, with only
one state, Nevada, ranking lower with 25.9%.
Vermont (85.6%) Minnesota (71.2%) New
Mexico (71.2%) Delaware (63.2%) and North
Carolina (62.5%) had the highest amount of
state support for their schools’ funding.
Among neighboring states, Michigan has a
state contribution of 59.3%, Wisconsin
52.3%, Indiana 49.1%, Iowa 45.6% and Mis-
souri 33.5%.  

As a result, Illinois’ local school revenues sup-
port a larger share of the cost of K-12 educa-
tion than districts in other states ranking 2nd
with 62%.  Nevada ranked 1st with 66.9%,
Nebraska 3rd with 58.1% and Missouri 4th

with 57.6%, of the districts’ revenues coming
from local government sources.  Local gov-
ernment shares for neighboring states are:
Iowa, 45.8%; Indiana, 44%; Wisconsin,
41.7%; and Michigan, 32.5%.

The amount of support from federal sources
that Illinois school districts received was 8.4%
which ranked  32nd.  The top 5 federally sup-
ported states are: Mississippi, 20.7%;
Louisiana, 18.5%; Alaska, 17%; South Dako-
ta, 16.5%; and North Dakota, 15.8%.  The
lowest ranked states are New Hampshire with
5.5%, Connecticut with 4.8% and New Jersey
with 4.4% being contributed by the federal
government. ■

Local, State and Federal Funding for Education
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How affordable is higher education for stu-
dents and their families? The National Center
for Public Policy and Higher Education has
conducted independent research on a family’s
ability to pay for community colleges and 4-
year public colleges based on their average
income for a family in that state. The report,
Measuring Up 2008, states that, “Higher Edu-
cation has become less affordable for students
and their families” when the cost of attending
college is considered relative to family income.

The data provided in Measuring Up 2008
shows that Illinois is ranked 27th among all
states when it comes to a family’s ability to
pay for community college because they
would have to use 24% of their income to pay
for expenses. For a public 4-year college, Illi-
nois ranks 42nd out of 50 and families would
have to use 35% of their income. The percent-
ages appear to be consistent with Measuring

Up 2006, when Illinois families also used
24% of their income to pay for community
college and 35% of their income to pay for a
public 4-year college. 

Arkansas is ranked first on community college
affordability requiring 17% of a family’s
income and Wyoming is ranked second with
families using just 18% of their income. The
most affordable 4-year public colleges based
on a family’s income are Tennessee which is
ranked first using 13% and Louisiana which is
ranked second with 14%. 

The states that ranked the lowest, or the most
unaffordable, when it comes to a family’s abil-
ity to pay for community college are Vermont
and New Hampshire, which are both ranked
49th, using 34% of a family’s income. The
states ranked the lowest for affording public
4-year colleges are Pennsylvania, which
ranked 50th using 41% of a family’s income,

and Vermont and Ohio which both ranked 48th
using 39%.

Other states in the Midwest had rankings that
ranged from 20th to 41st when comparing the
affordability of community colleges. For
example, Michigan, Missouri and Wisconsin
all tied and ranked 20th with 23%, Indiana and
Illinois were tied, ranking 27th with 24% and
Iowa ranked the highest at 41st with 28%.
Public 4-year colleges ranged from 27th to
42nd in the rankings. Missouri had the lowest
ranking at 27th with 29%, Indiana and Wis-
consin ranked 30th with 30%, Iowa ranked
37th with 33%, Michigan ranked 39th with
34% and Illinois came in the highest at 42nd
with 35%. 

The map below shows a complete listing of
states based on a family’s ability to pay for
community colleges and public 4-year 
colleges. ■

Affordability



April 200914Fiscal Focus 

Though their importance may be overlooked,
community colleges play a significant role
within the national and statewide educational
system. They give students the opportunity to
achieve higher learning, which subsequently
leads to higher wages. In addition to offering
an Associate’s Degree in multiple fields, com-
munity colleges provide training for indus-
tries ranging from emergency services to
nursing. Additionally, enrolling at a commu-
nity college can be a cost-effective solution
for students who cannot afford to pay the
tuition required by a four-year college or uni-
versity. Coursework completed at a commu-
nity college can be used as remedial prepara-
tion for higher education, or can be trans-
ferred as credit to a four-year institution. 

Nationwide 6.5 million students were
enrolled in a total of 1,053 public and private
community colleges in 2006, while 11.2 mil-
lion students were enrolled in public and pri-
vate four-year schools. Community college
students make up approximately 37% of all
college students, according to the National
Center for Education Statistics. The American
Association of Community Colleges (AACC)

provides slightly different numbers, stating
that students enrolled in community colleges
make up 46% of all U.S. undergraduates and
41% of all first-time freshmen. In Illinois, the
Illinois Community College Board reports
that 63.7% of all 2007 fall-term students with-
in the Illinois public higher education system
are community college students.

Illinois Community Colleges

The community college system has enjoyed a
long history in Illinois. The state lays claim to
Joliet Junior College, the nation’s first “junior
college” and predecessor to the modern-day
community college. Established in 1901, it
began as an experimental program for those
who had graduated high school. By 1937, this
and other junior colleges had been absorbed
by the state’s public school system. Then in
1965, the Illinois legislature passed the Illi-
nois Junior College Act, a decision which
took junior colleges out of the public school
system and placed them under the authority of
the Illinois Board of Higher Education. 

To date, 48 public community colleges have
been established in Illinois in 39 community
college districts. A study by the National Cen-
ter for Education Statistics reports that over
350,000 students are currently enrolled in
these schools. Illinois’ community college
system is the fifth largest in the nation and the
third largest in terms of enrollment.  Califor-
nia has the largest system in both categories
with 1.4 million students enrolled in 111 com-

munity colleges, followed by Texas with
540,000 students enrolled in 64 community
colleges. 

The key to high enrollment is affordability.
The Illinois Community College Board
reported in May 2008 that the average cost of
attending an Illinois community college full

time was only $2,350. In addition, most com-
munity college students work while in school
and can therefore subsidize their education.
Of full-time community college students, 50%
work part-time and 27% work full-time.  Of
part-time students, 50% work full-time while
33% work part-time. When students receive
their community college degrees and certifi-
cations, their wages increase considerably. 

Earnings Gains and Areas of Study

According to a 2007 report issued by the Cen-
ter for Governmental Studies at Northern Illi-
nois University, students completing commu-
nity college in 2005 saw an average pre-
enrollment to post-completion earnings
increase of $6,628.  Even students who left
school without completing a degree saw their
earnings increase by $3,207 in 2005, pointing
to the theory that any education beyond high
school results in economic benefits. Students
with the largest earnings gains completed pro-
grams in protective services, construction
trades, and health and related sciences servic-
es. With the ability to increase earnings at a
low cost, it is no wonder that 80% of fire-
fighters, law enforcement officers, and Emer-
gency Medical Technicians, along with 59%
of new nurses are credentialed at community
colleges.

Community College Funding

According to the AACC, the average commu-
nity college receives 37% of its revenues from
the state, 17% from tuition and fees, 21%
from local revenues (such as property taxes),
16% from federal sources and 9% from other
sources. The accompanying chart illustrates
funding for community colleges in Illinois
between fiscal year 2003 and fiscal year 2008.
In fiscal year 2008, 18% of its revenues came
from the state, 24% from tuition and fees,
35% from local revenues, 13% from federal
sources and 10% from other sources.  

The State of Illinois falls below the national
average in its funding of community colleges.
As a result, these institutions must rely on a
great deal of local support, as well as the
tuition and fees paid by their students.  Since

Community Colleges
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Community Colleges-continued, page 15
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Community Colleges concluded from page 14

fiscal year 2003, the state support of commu-
nity colleges has fallen from $487.8 million to
$419.1 million, a fall in share of funding from
26% to 18%.  Local share of support has
increased from 29% to 35% of total commu-
nity college support, while tuition and fees has
risen from 21% to 24% of the funding mix. 

Given the nation’s economic climate, not to
mention the financial crisis facing the state, it
is safe to assume that an influx of Illinois stu-
dents may soon consider attending communi-
ty colleges.   The wide array of study options,
along with the reasonable price tag and flexi-
bility to work while attending school, make

such schools an attractive option.  However,
if the state continues to under fund these pro-
grams, the burden to students and local tax-
payers may become too great to support such
an interest.  ■

Illinois operates three college savings plans
that offer significant tax savings for families
accumulating funds to pay the cost of higher
education. Two qualified state tuition pro-
grams under Section 529 of the Internal Rev-
enue Code are administered by the State
Treasurer: the Bright Start and Bright Direc-
tions College Savings Programs. Both of
these savings programs provide tax exempt
earnings to meet higher education expenses.
Bright Start investments can be sold by any
federally insured financial institu-
tion and by credit unions lawfully
doing business in Illinois. Bright
Directions investments are sold
through financial advisors to fami-
lies utilizing a financial advisor to
assist in developing a plan to accu-
mulate college savings. Each pro-
vides a variety of investment options
allowing the saver to tailor their
investment plan for their taste for
risk and the time frame until the
educational savings will be needed. 
The third section 529 plan, College
Illinois, is a prepaid tuition plan
administered by the Illinois Student
Assistance Commission (ISAC).
Current discounted payments guar-
antee the cost of tuition and manda-
tory fees at Illinois public universi-
ties and community colleges will be met
when the beneficiary attends college. Con-
tract benefits can also be applied at private
and out-of-state colleges and universities. 

Though relatively new, College Illinois was
authorized in legislation passed in November
1997, Bright Start commenced operations in
March 2000, and Bright Directions began in
November 2005, these three programs have
quickly grown to be components of many
college savings plans. 
A key difference in the investment options is
who bears the market risk. Investment risk for
Bright Start and Bright Directions is similar to
the risk borne by any purchaser of mutual

funds. If the investments do well, the college
saver has a pleasant bonus, but if the invest-
ments underperform, college savings will fall
short of the planned goal. Under College Illi-

nois, the state bears much of the investment
risk. Funds will be provided at the rate of state
institution tuition and fees. If the investment
return on College Illinois purchase payments
is insufficient to make these payments, the
state is responsible for the difference. How-
ever, in certain circumstances, the state may
be able to discontinue the plan if it is found to
be financially infeasible.

As of June 30, 2008, Bright Start had over
$2.4 billion in assets for 128 thousand Illinois

participants and 41 thousand
participants outside Illinois.
Bright Directions had $377 mil-
lion in assets from almost 35
thousand participants who were
largely from Illinois. College
Illinois held $1.187 billion in
assets representing over 53
thousand contracts with a pur-
chased value of $1.460 billion. 

As of June 30, 2008, the College
Illinois actuaries estimated that
the program had a $273.2 mil-
lion fund deficit, $189.0 million
greater than the $84.2 million
year earlier deficit. The largest
factor in the increase in the
deficit was a $159.5 million
shortfall between the expected

and actual asset appreciation. The deficit has
increased during fiscal year 2009 as the value
of current assets declined from $992.7 million
at the end of fiscal year 2008 to $726.6 million
at the close of February 2009.   ■

Illinois Section 529 Plans
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Illinois actuaries estimated that
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lion fund deficit, $189.0 million
greater than the $84.2 million
year earlier deficit. The largest
factor in the increase in the
deficit was a $159.5 million
shortfall between the expected

doing business in Illinois. Bright

allowing the saver to tailor their
investment plan for their taste for

participants and 41 thousandparticipants and 41 thousand
participants outside Illinois.participants outside Illinois.
Bright Directions had $377 milBright Directions had $377 mil
lion in assets from almost 35lion in assets from almost 35lion in assets from almost 35lion in assets from almost 35lion in assets from almost 35
thousand participants who werethousand participants who werethousand participants who werethousand participants who werethousand participants who were
largely from Illinois. College
Illinois held $1.187 billion inIllinois held $1.187 billion in
assets representing over 53assets representing over 53
thousand contracts with a purthousand contracts with a purthousand contracts with a purthousand contracts with a purthousand contracts with a pur
chased value of $1.460 billion. chased value of $1.460 billion. 

As of June 30, 2008, the CollegeAs of June 30, 2008, the College
Illinois actuaries estimated thatIllinois actuaries estimated that
the program had a $273.2 milthe program had a $273.2 milthe program had a $273.2 milthe program had a $273.2 mil
lion fund deficit, $189.0 millionlion fund deficit, $189.0 millionlion fund deficit, $189.0 millionlion fund deficit, $189.0 millionlion fund deficit, $189.0 million
greater than the $84.2 milliongreater than the $84.2 million
year earlier deficit. The largestyear earlier deficit. The largest
factor in the increase in thefactor in the increase in the
deficit was a $159.5 milliondeficit was a $159.5 milliondeficit was a $159.5 milliondeficit was a $159.5 million
shortfall between the expectedshortfall between the expected



DECEMBER 2008

Fiscal Focus 16 April 2009



JANUARY 2009

Fiscal Focus 17 April 2009



FEBRUARY 2009

Fiscal Focus 18 April 2009



MARCH 2009 

Fiscal Focus 19 April 2009



COMPTROLLER DANIEL W. HYNES
Capitol Building

Springfield, Illinois 62706

COMPTROLLER DANIEL W. HYNES
Contact us at our web address: http://www.ioc.state.il.us

Fiscal Focus

• In fiscal year 2008, 34.2% of base General Funds expenditures went to education – 26.9% to elementary & secondary
education and 7.2% to higher education.

• $4.2 billion in Illinois’ General Funds revenues in fiscal year 2008 were specifically pledged to education purposes, but
made up less than half of all education spending.  State lottery revenues of $657 million accounted for 6.3% of education
spending.

• Illinois’ spending on capital projects for higher education fell from a peak of $255.8 million in fiscal year 2003 to $49.8
million in fiscal year 2008, while estimates of deferred maintenance at campuses exceeded $3 billion that same year.

• In Illinois, local school revenues provided 62% of the financial support for elementary and secondary education in fiscal
year 2006.  This was the second highest level of local dependence in the United States behind only Nevada.

• The ability of Illinois’ families to pay for college costs continues to be a concern as Illinois ranked 42nd in the nation when
comparing costs at the state’s 4-year universities to average family incomes.

• Illinois falls below the national average in state support of community colleges with 18% of those campuses’ revenues
coming from the state versus 37% nationally.  State support has fallen by 14% since fiscal year 2003. ■
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