85TH GENERAL ASSEMBLY
REGULAR SESSION

May 4, 1987

PRESIDENT:

The hour of three having arrived, the Senate will please
come to ordere Will the members be at their desks and will
our guests in the gallery please risee Our prayer this
afternoon by the Reverend Hugh Cassidyy Blessed Sacrament
Churchy Springfieldy Illinois. Father.

REVEREND HUGH CASSIODY:
({Prayer given by Reverend Cassidy}
PRESIDENT:

Thank yous Fathers. Reading of the Journale
SECRETARY:

Senate Journal of Tuesdays April 28y 1987.

PRESIDENT:

Senator Dunne
SENATOR TOM DUNN:z

MreeseMre Presidenty T move the Journal just read by the
Secretary be approved unless some other Senator has additions
or corrections to offer.

PRESIDENT:

You*ve heard the motion as placed by Senator Dunn. Is
there any discussion? If note all in favor 1indicate by
saying Ayee All opposeds The Ayes have ite The motion car—
ries and it is so ordereds Senator Dunne
SENATOR TOM DUNN:

Hre Presidenty I move that the reading and approval of
the Journals of Wednesdays April 29th; Thursdays April 30th
and Fridayy May lsty in the year 1987y be postponed pending
arrival of the printed Journals.

PRESTDENT:

You've heard the motion as placed by Senator Dunn. Any
discussion? If noty all 1in favor indicate by saying Ayce
All opposede The Ayes have ite The motion carries and it is
so ordered. Committee reportss Madam Secretary.

SECRETARY:
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Senator Welchy chairman of the Committee on Energy and
Environments reports Senate 3ills Noede 752¢ 7949 11234 1125,
12369 1267+ 1268y 1393y 1497y 1498y 1502 and 1517 Do Passe.

And Senate Bills Noade 27y 1729 4229 4429 1013, 1089 and
1354 Do Pass as Amended.

Senator Collinsy chairman of the Committee on Transporta—
tiony reports Senate Bills Noed. 496, B12y 855 and 923 Do
Passe

Senate Bills Noede. 831 and 1459 0o Pass as Amendede

And Senate Bills Noed. 595y 359 and 874 Do Not Passe.
PRESIDENT:

Senator Carrolly for what pur;ose do you arisesy sir?
SENATOR CARROLL:

Firsty Mre. Presidenty toe.e.eto ask for the waiver of the
postinge.eethe six—day posting requirement on a grouping of
pills that we haveeeoprovided witheo.oto the Secretary of the
Senatey both sides are aware of theme It is merely the tech—
nical waiver of the six—day posting on the Committee on Li—
censey Pension and Licensedeeeson Insurancey Pensions and Li-
censed Activitiessy all those that are shown on the Calendar
to be heard this weeke Same is true for the Committee on
Judiciarye the same is true for the Committee on Labor and
Coﬁmerce and 1likewise for the Committee on Revenuee. All
those bills as so postedy a copy of which has bszen given to
the Secretary, I would waivey MNre Presidentseceseek
theesoewaive the Six—day Posting Notice raquired under our
rules.

PRESTIDENT:

All righte. Senator Carroll has moved to suspend the
rules for the purpose of waiving the six—day posting require—
ments since our deadline is Fridays May the 3th which |is
rapidly approaching. All in favor of the motion indicate by
saying Aye. All opposede The Ayes have ite The motion car—

ries and it is so orderede Senator Carrolls for what purpose
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do you arise?
SENATOR CARROLL:

Thank yous HMre. President. On a point of personal privi-
leges if I mighte
PRESIDENT:

State your pointy sire
SENATOR CARROLL:

Many of the members have asked why we are truly in
Session on this the 4th day of Mayy have we've been on
several other occasions. Some believe it is because 3Senator
Netsch wanted a Committee of the Wholey soma believe it is
because the Governor wanted the ability to appear before us
and explain his tax packages dDut most of us believe it's
because of the presiding officer and certain other public
officials in Illinoise President Rock along with Senator
Berman have often said they don't like to be alone on their
birthdays so once agains they and Attorney General Hartigan
have brought wus here to Springfield to celebrate with them
this momentous occasion in which they are each reaching vari-
ous unique and old milestones. Let us say further that we
notice with such distinguished company as Senators B8erman and
Rocks Attorney General Hartigany there mnust have been a
configuration of the heavens with the moon rising and the sun
shining and certain stars reaching certain patterns that
allowed a certain personality and achievement to come
throughes For they share this day with such wonderful people
as Pia 1ladoras but that probably not the motivating factory
some think it's also because it*s the birthday of Clem Stonee.
We believey howevery what really motivate them is it®s also
the birthday of Charles Swibele Happy Birthdaye
PRESIDENT:

Thank yous It would be hard to find a nicer group of
people to be withy but I'm sure if Senator Berman and 1

worked at ity we might be able to do it. Ladies and
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gentlemeny pursuant to our earlier agreement and the hour of
three-thirty having arrivedsy we have a very distinguished
guest who is patiently waiting. Let m2 recommend the follow-—
ing procedures as we®'ve done in the past for the Committee of
the Whole. We will shortly recognize Senator Netsch for the
purpose of a motion to resolve ourselfy then it seems to me
we should have witness slips availablee. I see that the
Secretary has them up here. The sergeant—at—arms can make
sure that the slips are properly filled out and delivered to
the Secretary. I would hope that thz witnesses that are pro-—
viding oral testimony would recognize the time constraints
and they are considerable. The only person who has no time
constrainty obviouslys is the Chief Executives hz can spend
as much time with us as he wishes and I would hope that the
others would attempt to keep their remarks to a minimume
Witnasses with written testimony should submit a copy of the
testimony with their slip in order that their remarks may be
made part of the permanent records and I would suggest that
the provisions of our rules governing access to the Floor
will apply excepteeseand I'1l1l ask the sergzant—at—arms to keep
an eye outy except that those, obviouslyy, who are providing
testimony are <certainly welcome toe.eeto sit on the Floor
andeesesand awaite Television cameras and recording devices
with 1leave of the Body will be allowed through the entire
proceedingy and in that respecty I bhave a request from
WCAI-TV and WAND-TV. I got everybody up there? All right.
With leava of the Bodys leave is granted. Senator Netsch, if
you are preparede

SENATOR NETSCH:

Thank youy Mre Presidente I would move that the Senate
resolve itself into the Committez of the Khole for the pur—
pose of hearing testimony with respect to the Governor®'s tax
plan and related matters including the Chief Executive him—

self.
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PRESIDENT:

All rights ladies and gentlemens vyou have heard the
motion as placed by Senator Netsche Is thare any discussion?
She has moved that the Senate resolve itself into the Conmit-
tee of the Hhole for the purpose of hearing testimony from
the Governor and others. All in favor of the motion indicate
by saying Ayee. All opposed. The motion carries and it is so
orderede At this pointy the Chair will yield to Senator
Netsch as chairman of the Senate Revenue Committee to assume
the Chair for the purpose of conducting this hearinge. Sena—
tor Netsche
SENATOR NETSCH:

Thank youe. HessewW2 are now resolved into Committee of
the Whole and w2 will proceed with the agenda as outlined. I
might just briefly explain what will be happening here todaye
For one thinges this is in a sense an extension of the Revenue
Committees As some of you may knows we do not literally have
bills representing the Governor*s tax agenda before us 1In
committees and so there was really nothing on which to hold
an explicit hearinges But I think beyond that, it made sense
for all the members of the Senate rather than just the ten of
the Revenue Committee to have an opportunity to hear and
address questions with respect to the Governor®s tax propos—
alse And that...that was the reason for the Committee of the
Hhole. The procedure as suggested by Senator Rock will be
that we will first hear from the principal witness who is the
Chief Executivey Governor Thompsons and he will take ques—
tions from any members of the Senateeese.only members of the
Senate. If he has any other members of this staff who would
like to be heard or whom he would like to be heardy they
would be available next on the agenda. After that we have
askedesatha Economic and Fiscal Commissions which is the
tegislature®s revenue arms to make aeeeas brief a presenta—

tion as possible on several basic facts having to do with the
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revenue base of the State. Thereafter there were at least
two members of the Senate including the minority spokesman
who had asked to present their perspectives Senators Rigney
and Senator Maitland perhapse Aseothe next witness in order
will be Mre Thompsons who 1is chairman of the Bond County
board and then as time permits in this ordery because they
had 1indicated their desire before thaty the Farﬁ Bureauy the
State Chamber and AFSCME. Senator Rock has asked us to
attempt to complete our business by five o*clocks because
there are other committees scheduled tonight. We will do the
best we can to come close to that time. For those who do not
get to be heards they will present statements in writing and
will indicate that towards the endes Soy with thaty I would
ask our first and principal witnessey Governor Thompsony you
are recognizeds sire

GOVERNOR THOMPSON:

Madam Chairmany I°1l1 begin by observing that it'§ easier
to work from that levzl of the Podium as I have for eleven
years in convening this Body than it is from this level and
you have the gavele.

SENATOR NETSCH:

Yes and 1I'm usually giving you difficulty when vyou are
presidings so I thought [ would make it easier this time,
Governore
GOVERNOR THOMPSON:

Thank yous Madam Chairman. I appreciate the privilege of
the Senate Podium as I have had the privilege of the Senate
Floor wunder vyour rules and under your even more importantly
rules of comradeship for the last eleven yearse This marks
only the third time in eleven years that I have testified
before a Committee of the Whole of the 1Illinois General
Assemblys once in this Body in 1983 on much the same subdject
and once at an earlier time before a Committec of the Whole

of the House of Representatives on the issue of the Equal
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Rights Amendment. Ordinarilyy my duties to this 3ody in
terms of a formal appearance are satisfied by the State of
the State and Budget Messagesi and I hope that most of the
questionsy if not all of the questions that you have about
budget detail are answered by this book or through the testi-—
mony of ©Doctor Mandeville. Rathery I wanted to use my time
today to speak to some certain imperative principles that 1
think this Body must consider as you weigh the competing
demands of revenue and appropriation for Fiscal 1988 and the
impact of the budget you compile this year on our future. In
the last several weeks I have bzen in almost every part of
the State of Illinois to discuss this now well-worn booke. I
have told the people of Illinois that the priorities of this
book are five in number; a2ducationy welfare reformy economic
davelopmenty transportation and human servicess And I*d like
to begins if I <couldy with a word about each of the cate—
gories of expenditures because if you do not agree with the
priorities that I have set forth in this budget books there
is no need to reach the issue of new taxese. Only if vyou
agree that these five areas will have a substantial impact on
the 1life of the people of Illinois must we go to the next
subject of how to make them a realitye As I have traveled
around the State of Illinois I have found little or no dis-
agreement with these five priorities of appropriations dudgat
emphasise I have found much disagreement on how to make them
a reality and so I com2 back before you this afternoon with
at least an interim report though I suspect you could well
supplement it with your own experiences 1in vyour districte.
The first priority is educations not just because this budget
proposes to spend more than five billion dollars on education
in Illinois next year but because certain fundamental prin—
ciples are I think important to at least be recognized and I
hope considerede This General Assemblys this Bodys with only

two dissenting votes in this 3o0dy probably hailed elementary
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and secondary education just two short years agoe in 1985,
the vyear of education in Illinoissy and at that time along
with the education reforms that you mandated for the people
of this states vyou voted to increasz revenuss on a small
scale to get tha program underwaye You must consider whether
you can with a leval funding budget make good on the promise
of education reform that you voted Jjust two years agoe
School Aid Formula expires this yearsy it must be reauthorized
in some fashione. There are various proposals for reform of
the School Aid Formula. They cost out at anywhere from zero
new dollars to seven hundred million new dollars for reform
of the formulae. Thus either our current formula must be
extended once again with its inequities or some account must
be taken of the oprice of reforms but for me in discussing
elementary and secondary education therz is one overriding
pointe All up and down this land of ourssy not just in Illi-
nois but in Americas I hear a recurring themes our economy
has been injured not just by recession though we*ve had our
share of thats not just by technological <changa in basic
industries though we*ve had our share of thate but increas—
ingly by global and foreign competition. The Congress of the
United States today is much agitated with the question of
trade legislation; tariffs are proposeds protectionism is
riding high in the Houses no one knows where it*1l all come
outy but many more people in the United States are angry at
the competition we face and the deficit it induces in our
trade balances. #MNay I suggest an analogous point? 1If we are
having trouble competing with the rest of the world today and
holding on to the jobs of our generations how in the world
will we ever compete with the rest of the world tomorrow? If
we do not give our children who will hold the jobs of the
next generation a competitive educationy how will we do it?
As the jobs that the Illinois economy and the American econ—

omy will have to offer ten years from now or fifteen years
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from now or twenty years from now become more and more linkead
to a higher skill level than the jobs of today demands and
we're having -a tough enough time today matching job seekers
and their skills with job requirementss ask the thirty—five,
fortys forty—five, Ffifty—year—old laid-off workers of Illi—
nois who can®t grab hold of jobs available in this economy
without reeducation or retraininge Today*s trade diffi-
culties in today's world competitive difficulties willy I
suggest in retrospecty seem minor if we can't give our chil—
dren the educationy the training and the skills that they
will need to hold the jobs of the futures Any politician in
Il1linois or in America who took to the stump five vyears ago
or ten years ago to talk about welfare reform or to denounce
the welfare mess would have been speaking essentially about a
system which had on the one side recipients who cheated and
on the other side providers who cheatedy people who didn*t
belong on the rolls collecting anyway or providers perverting
the system to their own personal ends. And I suspect in a
system which spends more than three billion dollars a years
we can still find bothy but public assistance as a system is
much cleaner than it was a decade ago or five years ago or a
year agoe Cases of substantial cheating either on the part
of the recipient or thesseprovider are relatively rare.
Insteady now when fifty governors and the President of the
United States and the 1leaders of the House and Senate and
leaders of Legislatures all across the country talk about the
welfare messy they®re talking about the system itselfy one
which encourages dependency rather than self-reliancey one
which erodes our work ethicy one which causes people liter—
3llyeeequite 1literally to be born ontoy live on and die on
welfare as a way of lifey that great moral and fiscal cost to
this state and this nation. Were we to put the issue I think
to a simple votay shall there be welfare reforms shall we

reform the system which encourages a life of dependency and
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despaire unanimity might well be the resulte. Not every
member of this Body or of the B8ody across the hall will agree
with every specific 1issue of reforms every legislative or
administrative changey some will balk at the short—term costy
but if Illinois misses this opportunity which other states of
the nation will not misss which the Congress will not missy
then we will be the poorer for ite Before I came here this
afternoon I had the chance to visit with the new chairman of
the PRoard of Navastar Corporations formerly International
Harvesters an Illinois company with more *‘than a hundred vyear
history; and we talked about the shop floor at the park in
Melrose Plant where Navastar is producing a state of the art
engine willing to do battle with any competitors foreign or
domesticy with any other country, Japans Brazils the combi-
nation of 1Illinois know-how and worky as Caterpillar will
with their new farm tractor at Auroraes as the Revere Corpora-—
tion will in Clintons Echo in Chicagoe Deere in the Quad-
Citiesy hundreds of other Illinois corporationsy large and
smally all across this state. They haven®t given up on Amer—
ican competitivenessy, they haven't given up on Illinois
industrye. There is a growing urgent need for states to have
the ability to stand on their own two feet to encourage eco-
nomic development as Federal programs decline in number and
fundinge This book asks for thirty—three million dollars to
retrain Illinois taxpaying workers to keep their jobs or to
have better onesy the need is even greater. If we level fund
economic development in the next fiscal yeary we mustseeturn
our back not only on commitments made for jobs gained in our
economy all across the state but we in a very real sense will
be saying no to your constituents who are 1looking both to
their companies and to us to treat their education as seri-—
ously as we treat the education of their children and
grandchildren. This book asks for increases in the level of

transportation taxes for only the second time in eighteen
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yearse I know your constituents feel as though those taxes
go up all the time, that's the way they express it to me
offhandedlyys those taxes are always going upe for the second
time in eighteen yearss and thirty-nine other 1legislative
bodies are considering just such tax changes as wells
thirty—-nine of the fifty states. Level funding here simply
means that the job that each of you has urgently told me in
one way or another over the course of the last several vyears
that we have worked together will not get done. It®*s as
simple as that and, againy we will be the poorer for ite.
Yess you can stretch out transportation needs unlike human
needsy it®s a little easier to do thaty but if as vyou have
consistently told me that there 1is a strong correlation
between transportation development and economic development,
we will be the poorer for ite. I don®t want to pick up aeceea
newspaper and read about a bridge in Illinoise. Something
must be done to keep the single greatest economic advantage
that we possessy our strong and diverse transportation
systems stronge And other states have recognized what we all
facey transportation revenues which are static or declining
because of their nature which have no growth potential unless
the base is raisedy first it*s the higher <cost of building
highwayse bridgesy making greater use of airportss encour—
aging water and rail transportations. And I don*t know of a
member of this Body who would want to see human services and
receivership in this state. It is the obligation of the
Executive and Legislative branches of this state to see to it
that human services are efficiently and <compassionately
deliveredy not the obligation of a Federal courty though they
will take its. We have a reputation in this state for both
efficiency and compassionate delivery of human serviceses I
think those are the right prioritias for Illinois in 1987 and
beyondy educationy welfare reformy economic development,

transportation and human serviceses If I am wrong about that,



Page 12 —~ May 49+ 1937

we nezd not discuss fundinge Other states have moved;
Floriday as you knows has recently passed a <comprehensive
services tax proposaly one which is causing great controversy
in that state. The fact that the Florida services tax pro-—
posal now law with the signature of Governor Martinez
attempts to reach beyond the borders of Florida in a long—arm
ways the proposal that I have made is much less sweepinge
Last night after a one—day special Session at the end of the
regular legislative Session, Indiana passed education reformy
two vyears after we didy financed by more than seven hundred
and forty—four million dollars in new taxes including an
increase in the Indiana Income Tax from three percent to 3.4
and an increased corporate tax burden as well. Indianae our
conservative neighbor to the easts has understood what it
takes to be competitive in the world today and be competitive
in the world tomorrow and Indiana is not going to sit stille.
Of all the states in the midwesty, I would count Indiana as
our principal job competitore Time after time when it gets
right down to ite if we've got the chance for a new plant,
generally the race is between Illinois and Indianay TIllinois
and Indiana, Illinois and Indianas. We*re a far wealthier
state than Indiana isy a far more powerful state than Indiana
is with many more resources and advantages andy yety, Indiana
has stepped boldly ahead in an attempt to secure their eco—
nomic future by making their education competitivey by giving
the children an& the grandchildren of Indiana a chance at the
jobs of tomorrowe It would be an astounding bit of irony
were the proud State of Illinois to retreat in the face of
Indiana®s advance andy yets the proposal that I have made on
the income tax side would take us from our position as the
next to lowest income taxed state in the nation to a position

of the next to lowest income taxed state in the nations, lowar
than any state which touches our bordersy lower than any

great lakes or midwest states, lower than any other industrial
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state of the nation. There is nothing in the revenua pro-
posal which 1 have made which would in any degree injure the
Illinois business clinate nor would I. We have all worked to
hard to make it a better one over the course of the last
decadee« And the services that we need to offer our people
are not static and our needs are not statics they are ever
changinge Just in the past few weeks in one <case as this
book was going to the printery in one case after you had
received this budgety the Federal Government by changes in
its lawsy 1its authority and its appropriations has impacted
on our ability to help ourselves andeeonced for us to help
ourselves with our own resources. The Federal Clean Water
Act of 1987 passed over the President®s veto post election
makes it imperative that we find a way to help literally
hundreds of Illinois communities whose waste water treatment
facilities are (inadequates who will go on the banned list
next July, just a little more than a year away and who have
no resources of their own without state help through the
waste water treatment proposals that I had made in both grant
programs and revolving loan programs through Build Illinois
to make ity pure and simple as that. Federal standards
diminished Federal fundse. And on the Surface Transportation
Act passed recently by the Congress over the President's veto
after more than six months of delays Illinois does relatively
well in transportation funds as we usually do, it*s one area
where we do well; otherwisey we're forty—seventh on the 1list
of Federal fund returne but DOT tells me that over the next
five years we will receive on the average about a hundred and
fifty million dollars a year less from the Federal Government
for transportation than we have received in the previous five
yearse It's called a gape We're not losing our share of the
piey the pie is shrinkinge So here's the cost of new high—
way constructiony here®s the cost of maintenance and repairy

haere*s the cost of replacement of bridgess here*s the cost of
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mass transity raily water and air projects going this waye
Here®s present 1Illinois resources through the gasoline taxy
truck taxes and license plates going level or slightly dimin—
ished 'cause people drive more miles on fewer gallons of gase
Here®'s Federal resources available to us because the Federal
Government 1is doing 1less not more with the infrastructuree.
Here's our needs as you have defined them for me, there®s the
gape It is your ultimate constitutional responsibility to
fi1ll it either by taking down the needs or raising the reve-—
nues or bothe I can recommend to yous and I haves what I
consider to be a soundly based transportation program for
this State?s need for the next five yearss but only you can
make it or something like it a reality. When I was at the
Annual Llegislative Conference of the Illinois State Chamber
of (Commerce recentlys, I was asked why we just couldn*t
restrain spending instead of raising taxesy a fair questione
The bottom line answer is that we have in considerable mea-—
surees Add up all the tax relief measures that you have
passed and I have signed for individuals and for business
over the last ten yearss they amount to billions of dollars
of revenue never taken from the pockets of the people of
I1llinoisy and that could not have been accomplished without
restraint of spendinge We have restrained spending by
billions of dollarss 1literally billions of dollars of
restraint of spending. The real issue this state faces this
year is whether we will refuse to invest in ourselves for the
futur2y not restraint of spendings we have had that aplenty.
And the other real issue I think ise what spending do you
regard as unavoidables The CHIPS bill passed this Body with
what vote? What is the cost of the CHIPS billy does anybody
reliably know? Do you have concerns about that? Are vyou
going to take back vyour Aye vote for comprehensive health
insurance for those who have no other place to turn?

Unlikely. Are vyou going to take back any vote cast in this
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Body or across the hall for those tax relief measures of the
last decade? Unlikely. Have new spending measures beyond
this budget book been introduced in the General Assembly
since the day this message was delivered? VYes, they havey
here and there. Have further measures of tax relief and tax
abolition which is spending turned round from present levels
of revenue been 1introduced in this Body and acrass the
Rotunda? Yesy they havees How are you going to reconcile all
of that? Lan we on the one hand cut taxesy not raise reve—
nues and spend more? Not in the real world: maybe 1in the
time it takes to come from this Body to my desk but not in
the real worlds and we are not Washington and I hope would
never be. Who else in the state has a plan to move local
governments of all kinds from between the rock and the hard
placey the rock of the loss of Federal funding and the hard
place of increasing resort to the property tax? If there are
alternative plans to help local governments throughout this
state on both the general operating side and the transporta—
tion sidey I have not yet heard tham andes yety that guestion
must be answeredes And from those who have with a special
vigory some of our constitutional officersy some members of
the Assemblyy some trade and business associationsy from
those who say cut spendinges I have seen no list of the cuts
either in terms of the essential services that State Govern—
ment must provide within education or human services; I have
seen no 1list of the cutss merely generic calls for cutting
spendinges On the transportation side where higher taxes are
decriedy I have seen no list of roads not to be builty inter-—
sections not to be repairedy two—ways not to be widened or
which arteries of commerce we should choke off. Granteds
most of those who make such calls unlike you and me have no
constitutional responsibility for the consequences of their
wordsa We dosy we were sent here to provide education and

transportation and human services and to wmake our state
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economically competitive. If we don't have the courage of
our own resources in our own capacity within this state to
move aheady then we shouldn’t spend so much time talking
about our economyy telling the people back homes vyou in your
districts and I across the state about the need for more
jobse If we don?t have the couragz of our neighbor to thé
east in making ourselves competitive and paying for it with
our own resourcase then it does no good to constantly wage
economic war with Indianas they®*ll take the plantsy they®'ll
take the jobs. Illinois is the richest, most powerful state
in the midwest. We alone have kept our taxes down as against
thz day when we would need an increase in many instances
because of circumstances beyond our control. The recession
was not 1legislated by this 3ody or signed by me. Foreign
competition was not iegislated b; this B3ody nor signed by mz.
Technological change in Illinois basic industries was not
legislated by this Body nor signed by me. Continuing reces—
sion in agriculture and agribusiness was not legislated by
this Body nor signed by mee Monitary policy for the nation
is beyond our reachy trade policies for the nation are beyond
our reaches Deficit policies of the Federal Government are
beyond our reach at least by formal action and yet they have
a great deal to do with how well the Illinois economy lives
and will livee Others wunderstand thate. I wager that in
order to compete and to grow strongers others whose taxes are
higher than ours will have to go up yet again in the vyears
aheads because we starty as the Taxpayers® Federation
reported this morning from a modest base. We have a capacity
unrivaled in the midwesty perhaps in the nation; that is not
an argument for higher taxeses UOnly the need to invest in
ourselves now at this critical point in our history 1is an
argument for higher taxes. We are blessed with low taxes,
but the issue is whether we Willeseewe®ll be wise enough to

prevent that blessing from becoming a curse by falling now to
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invest in ourselves. This General Assembly has always had
the wisdom in the more than ten years that I have worked with
it to respond to the needs of the people of this state as you
see thems and I have that faith as I speak to you todaye 1
welcome this opportunity to present my view of the needs of
the people of Il1linois now and in the next year and into the
next century and to explore with you ways of making those
priorities a realitys If you have a better waye I think we
all need to share ity to discuss ity to adopt it and I'm at
your disposale Thank youy very muchs

SENATOR NETSCH:

Thank yous Governore. The Governor has indicated that he
will take oquestions and I*'m going to exercise the Chair's
prerogative while my colleagues get themselves in orders A
presiding officer should preside not really participatey cer-—
tainly not monopolizey but I have one question that it seems
to me many of wus are asked most ofteny a very simple
straightforward gquestion. Why so much and so soon? MNothing
dramatic has changed on the revenue sidey we have the same
moderateesesfairly sluggish but moderate growth that we've had
for several yearse There is nothing dramatic that has taken
place except the messages tax in escrow for awhile on that
side of the ledgers and yet a billion and a half tax increase
so quicklye. ¥hy so much so soon? ’

GOVERNOR THOMPSON:

Nothing dramatic has happenedsy Senatory I agree with youe.
But this statey its needs have marched onj; indeedy even this
General Assembly has marched on and the Congress has marched
on and with each passing days each passing weeky each passing
month the need as defined by this Legislature and by the Con-
gress and by the condition of our state's economy grows it
seems to me. For exampley if you were simply going to fill
the gaps between revenue and current rates of expenditure,

the need would be much lessy but the revenue proposal that I
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have submitted along with the corresponding appropriation
speaks to the future as welle If this General Assembly or
indeed the people of Illinois do not agree with my vision of
the futurey then we don®t need a billion and a half dollars
far less. When 1 made cuts in the appropriations that you
sent to me last July across the boardy there were some areas
of the budget that I could not reach with my pens Public aid
is one and so thosessesthose arease.e.e.escaped unscathedy they
now have a structural imbalance in the accountsy that has to
be filleds that would take our revenue growth. What you have
told me about the future of our state and its needs through
your legislative work compels me to look out beyond just this
year and to attempt to define what is Iin reality a three—year
spending plane And every day 1 see indications that the
trends that disturb me 1in terms of revenue shortfalls are
going in the wrong directions the action of Congress for oney
so there 1is no single dramatic event but rather this
fourth—term Governor's view of what this stata needs for the
futures If you disagree with me on that issues there 1is no
need as I said at the beginning of my remarkss to address the
question of new revenuee I know how to write a tough budget
tooe 1I°ve donz my sharey so have yous All of us remember
1982y cutting the budget five timess the amergency budget
powers you gave me as the Chief Executive were unprecedented
in the history of this state. 1 can exercise them agains the
budget will be in balance one way or the othere Our Con-
stitution requires its but I suspect that if we do not attend
to the needs of the pzopla of this state by the first week in
Julys we will be back here in the fall to repair some very
grievous woundse. .
SENATOR NETSCH:

That was the answer to the question?
GOVERNOR THOMPSON:

Yese.
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SENATOR NETSCH:

Thank youe In this orders Senator Welch.
SENATOR WELCH:

Thank youe Govaernory a report last year showed that
there was over one billions perhaps <close to two billion
dollars owed to the State of Illinois through debts and
uncollected finesy feessy taxes and leviess. The Federal
Government Association investigation this past year showed
that two hundred and fifty million dollars was collected by
businesses for sales tax from consumers but not turned over
to the State of Illinoise. A lot of my constituents are ask-
ing me why the State of Illinois doesn't just collect the
amount that is due them or that has been paid to businesses
instead of increasing taxese. I was wondering what your
response is to that arguments
GOVERNOR THOMPSON:

Hells Senatory I will be interested in seeing the results
of the forthcoming legislative inquiry on that issuees I
don't recall at the moment whether it is in this Body or
across the Rotunday but in one of the two Bodiessy there will
be legislative hearings on that very subject andeseand we®ll
all be the wisersy I am surey for theme The real answer to
your constituents is that we are and we get better at it.
Testimonyy I thinky could be had and I'm sure since he is
familiar to this Bodys he*d be pleased to come back in
another capacity from the new director of revenue as to his
current efforts to collect debts owed to the State of Illi-
noise But sometimesy Senators when you see stories like that
and there are ballpark figures attachedy they*re simply
people?s estimates of every penny owed in any way to the
governmenty oftentimes by pzople with no capacity to pays so
trying to collect people from moneyeeemoney from people with
no money iSe.esis hardly a way to ensure programs like those

in education or economic .development required by your con—
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stituents which must be in place by the lst of July if we are
to meet the beginnings of the fiscal year; andy of coursey
collecting money costs moneysy as this Legislature hdas wisely
recognizad through the years in beefing up the resources of
the Department ofe...0f Ravenue and many of the dollars I sus-—
pect set by the BGA and by the Auditor General to be owed to
the people of the State of Illinois are in 1litigation or
under audits and so processees are going forwarde I would
not count...I would not count on any sort of windfall 1like
that to rescue us from hard decisions by the end of the
fiscal year.e.ebut the House hearing should be revealinge.
YesSe

SENATOR NETSCH:

Senator Rigneye
SENATOR RIGNEY:

Governore last year you appointed a task force to look at
the problems of rural and small town Illinoiss and I've got a
copy of that report that came back that Governor Ryan led his
troops into about a hundred and nineteen small towns through-—
out all of Illinois. On page 6y there®s reference to what's
called the Fair Share Initiative and the idea being that 1
guess about twenty—five percent of our population is therey
so0 we're going to see to it that twenty—five percent of our
expenditures are in this area.« My first question is where
are we at right now? TI've never heard anyone explain what
percentage of our budget is being spent in rural and small
town Illinoise.

GOVERNOR THOMPSON:

Senatory I believe that if you'll read the full text of
the recommendationy there was never a pledge to spend dollar
for dollar on a population basis but to use that as a goal
with which I agrees and if it could not be achieved, to come
back and tell this General Assembly whys and I assume that

with the passage of the budget, one or the other or both will
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be done. That is still a goal of this administration.
SENATOR RIGNEY:

Wells aie you willing to admit w2 are not at the twenty-—
five percent goal right now?
GOVERNOR THOMPSON:

I wouldn®t be surprised at all.
SENATOR RIGNEY:

What are you proposing in this area to kind of level the
playing fizld that®s significant in nature?
GOVERNOR THOMPSON:

Welley on the revenue sidey [ think it fair to say that
most of the new revenues required by the budget to be spent
for programs which benefit the whole state including our
brethren in rural and small town communities would not come
from those communities but from the suburbs and from the
citiess I think that is fair +to note in the beginninges
because the budget relies on the combination of an increase
in income taxes and the extension of the sales tax to certain
business servicess Given the condition of our farm economyy
I don*t think an increase of 2.5 to three percent on the per—
sonal income tax side will have the same impact in the rural
areas of the state that it will in otherse On the expendi-—
ture sidey 1 think it critical that we push ahead with our
transportation programsy with our education programse or else
rural Illinois which is having a hard enough time now because
of recession in the agricultural area and the diminished
opportunity for even part—time employment in downstate
metrocenters will have an even tougher timee. Programs which
encourage economic developments for examples the Diamond Star
auto assembly plant at Bloomington—Normal while narrowly
perceived as to the benefit of those two communities will
undoubtedly have a benefit to nearby agricultural areas in
offering farm families a chance for secondary or alternative

employment while they attempt to ride out the financial storm
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that is agriculture in America today. 7o the extent that our
colleges and wuniversities and elementary and secondary
schools are assisted to across the States rural 1Illinois 1is
assisted too. I think it fair to say that the capascity of
rural Illinois to support its 1local schools through the
device of the property taxes is about exhaustede. And so if
there Is level funding in education because of the actions of
this General Assembly next yeary Jleeel think rural [Illinois
will probably suffer along with the City of Chicago more than
anybody elses

SENATOR RIGNEY:

Welly, then my final questiony Governor, and you've gra-
ciously drought this upsy the problem of the property taxe. A
lot of folks out our way are wondering what boldy new
initiatives you might be willing to accept in the area of the
property tax because probably that single area can do more to
level the playing field than anything else that we could doe.
0o you have anything to suggest to us?

GOVERNOR THOMPSON:

Welly I suppose the answer would really bde what bolds new
income tax initiatives are you willing to suggest in order to
get the number of dollars required for a legitimate tax swap?
Now I know that...that members of the General Assemblys both
from rural areas and from suburban areass Senator DeAngelisy
for examplesy andeesesand others have suggestad that we in
effect swap tax dollarss income tax for ©property taxs and
that 1is certainly something worth consideringes I suspect,
you may prove me wrong and I*m sure we'll debate this issue
between now and the 1lst of Julys I suspect that you cannot
raise the income tax to the lev2l of magnitude required to
give property tax that property taxpayers would consider to
be significante.eseproperty tax reliafy they would consider it
to be significante If you disappointed their expectations on

the property tax side while significantly raising their
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income tax bille I do not think they would regard that as
reform and they might come 1looking for us with two ropes
rather than onas one for each bille MNowe I don*t lightly say
that and I don*t lightly put aside the notion of exploring
the idea of a tax swape. We've tax swapped before and in this
areae When vyou tenporarily raisad the income tax in 1983,
you permanently gave property tax relief by allowing Illinois
property taxpayers to deduct their local property taxes from
their Illinois incomz before computing their Illinois Incomza
Taxe That relief persists today though the temporary
increase in income tax has vanishede So we have swapped
befores not on the magnitude that some now suggesty willing
to explore that concepty but if you simply swapped tax
dollars and made property owners feel bettery even if vyou
could achieve thatsy vyou would not be able to afford the
priorities ofessof this budget, I suspect but | may be wronge
SENATOR NETSCH:
Senator Kellye.

SENATOR KELLY:

Thank youe Governor ThompsoOnjsees
GOVERNOR THOMPSDN:

Yesy sire
SENATOR KELLY:

eee] would say as a Democrat during your time as Gover—
nore you've done a very good jobe
GOVERNOR THOMPSON:

Thank youe
SENATOR KELLY:

1 will say that there has bzen some weakness particularly
demonstrated in the area of mental healthy and T am concernad
under the budget and the tax requests thatlthere is not
enough being diverted to that areay and I want to get Illi-
nois up where we were in 1970 when we wer2 listed amongst the

top in.s.in the United States. And I would ask you to give
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more consideration to that and I want to ask you another
question afterwardse
GOVERNOR THOMPSON:

May Ie.eemay I pause toeesto indicate my total and com—
plete agreement with you? 1Indeedy the task force that I
reported told me that in thelr view there was an urgent need
for about a hundred and forty million dollar increase in the
mental health budget this yeary, I have budgeted sixty—-two and
that over the long haulys their estimata of long—term need was
some three to six hundred million highers Nows I don't sup—
pose there areseesare many in State Government who have bhad
the privilegey, and I*1ll call it that because it iss of con—
fronting and talking with and attempting toe.ss.to comfort in
some fashion the parents and spouses of those afflicted with
mental illness and developmental disability than this Gover-—
nor over the course of more than a decade. And I'd like to
do more too and iIf we level fund mental health this vyears
we'll run a risk of defunding mental health simply because we
won®*t have the capacity to respond to wminimal Federal
requirements and then we'll be audited and then penalized and
then put into receivership if it went far enoughe. And where
I once naively thought and I suppose most citizens do too
that ife.seif funding for community based treatment goes up
then surely funding for state based treatment must go downe
but in truthy, they both go up at the sam2 time and it*sSseel
guess when you think about it not hard to figure out why and
we must respond to both sectorse S0 I«sel have no disagree-—
ment with yous Senatory and had I more they would have more.
SENATOR KELLY:

Thank youy very muche I want to also mention this wind-
fall that we hearee.ohave heard about previouslys I haven't
heard much discussion on that lately. Is that hundred mil-
lion dollars which we willeeeor thereabouts enjoy because of

the Federal tax revisionsy is that included in this and, if
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noty how much more do you anticipate that that will bring
into the state?
GOVERNOR THOMPSON:

Senatory it is includede Tlesel suspect the reason vyou
haven*'t heard much about it lately is there isn*t much of a
windfalls I means comparatively speakinge I don*t treat
lightly a hundred million dollars andlthat's the amount,
though there are some persistent efforts to make it range as
high as four hundred millions, and I think pretty much
everybody is in agreement that it will be about a hundred
million dollarse. A hundred million dollars is a lot of
moneyy but it's a small amount of money compared to the wind-
fall being received by other statesy, and the reason they’re
getting a 1larger windfall than we are is that their state
taxes are higher than ours and that*s what drives it. The
windfall in New York was over two billion dollarss but New
York*s level of taxation even after their tax cuts of this
past week or two would be considered unconscionable in Illi—
noise I suspecty especially for those who are subject to the
combined levies of New York State and New York Citye And I
suppose another answer is we've spent that windfall a couple
of times over alreadyy even though we haven't gotten it back
yety and it is figured into the budgets Senatore.

SENATOR KELLY:

Thank youe
SENATOR NETSCH:

Senator Posharde.

SENATOR POSHARD:

Thank youy Madam Chairmane. Governors there's much
discussion in the state right now about the business climate
and the impact of the tax reform package upon that climate,
and while we are now considered to be a relatively low tax
statey I thinke this package will bring us up to near average

or maybe a little bit above averages but many economists
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recently have pointed out that business and industry whan
considering a state to locate their plant or their business
ine they tend to choose those states where the direction of
taxes are going down as opposed to perhaps the actual 1level
of the taxes themselvese. Nowy it*s kind of a perception of
what the future holdse...the trend for the future. In vyour
judgement, are we making our State less competitive by enact—
ing all of these taxes at one time? 1 can understand,
franklys the need for the raise in the incoma taxe but the
entire total tax packagesy is that making us less competitive
in view of the fact that many states look at the trend for
the future?

GOVERNOR THOMPSON:

In my Jjudgements noes Senatory for several reasonss In
the ten years that I have been Governor and intimately
involvad in negotiations with members of the American and
international business community about the investment of
their dollars in plants and businesses in this statey never
once have we lost a deal because of our taxes. Since I pro—
posed this budgety no onz has told me that they are going to
flee the proposalse. { thinke franklyy and I say this with
all deference to some theoretical economists who haveeesshave
lectured and written widely on this issuey that the notion
that American Dusiness locata2se relocates or expands based
upon a cursory notion of tax trends is bunke Business people
count real dollars in the real worldsy they have tos espe-
cially these days In order to compete and T don*t think that
the State of Illinois by proposing to raise its taxes by this
amount and in this fashion is going to lose jobs to a state
whose actual taxes are at a much higher level.s If you were
to judge by performance of the economyy that 1ises thesesthe
rate of unemploymentsy or to put it another ways employment
and personal incomes two of the best business «climates in

America today are 1in New Jersey and Massachusettsy both of
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wh?m have significantly higher taxes than Illinois and would
have significantly higher taxes than I propose going toe
They are not currently considering raising their taxesy
that*s because they*ve steadily raised their taxes over the
last decade while we have note. To see the State of Indiana
to whom we lose most of our contested economic opportunities
in the sense of any single individual statz2...I don*t mean to
say we lose the battle to Indianas we wager a very spirited
battle with Indiana and we'reeceewe'rcesewe're winners as
often as we'r? loserss but they are our nearest competitor.
Their 1income tax has always been higher than ours and going
up as recently as last night to pay for something that they
think 1is more importanty better educations more competitive
educatione I hear ﬁore complaints from Illinois business
people about the quality of our public schools and what we're
turning out to take their jobs than I do about their tax
burdeny franklye. More and more CEQO's are listening to their
personnel managers than to their tax attorneys these dayse
Now I get complaints about the cost of workers® compss I get
complaints about the cost of unemployment compe and those
costs are on the table over in the Mansion and we're attempt—
ing to put something togethers business and labor and Is for
your consideration at this Session and we've lost deals
therey no question about its we've not lost deals because of
state imposed taxes for state services. Most of the business
people 1T talk to soon find some way of telling me how we
could be more competitive if we just did more as a state: in
facty some of you have brought constituents into my office
since this book was published to ask me for mores and I have
agreed that vyou were right and I°ve simply said to you help
me achieve ite S0 Myse.emy judgement is thateesothat business
people understand the difference between a state whose income
tax was at eight percent and has gone to seven and made a lot

of noise about ite and a state whose income tax is at two and
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a half percent proposes to go to three and I know their
accountants understand the difference.
SENATOR NETSCH:

I might just point out that I now have seven names on the
list and so I guess I would admonish both the gquestioners
and the responder to be as brief as humanly possisles e
have only a little over thirty minutes left on our allotted
time to try toeesesand we do have some other witnesses who as
a matter of courtesy should b2 allowed to be hearde.
Althoughe Governory this is primarily your hearing and we do
not intend to cut you offs certainlye.

GOVERNOR THOMPSON:

Thank youe.
SENATOR NETSCH:

Senator Bermane

END OF REEL
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REEL #2

SENATOR BERMAN:

Thank youy Madam Chairmane Governory le.eeol®*d 1like to
make two comments and I'd like your response to theme. First
on the revenue side of your proposale 1 was here in 1969
wh2n we passed the original income tax wunder Governor
Oglivies It was represented at that time that the ratio of
personal income tax to corporate Income tax would be approxi-
mately seventy to thirty. I am informed that today the ratio
of personal income tax to corporate income tax is eighty-four
to sixteens roughly half of what was then projectedsy which
means that the personal income tax is generating a lot larger
percentage of our revenue and business a lot less than what
was represented when that tax was first passeds I also
noticed that you®ve commented that some portions of the pro-
posal for broadening the.oosthe service taxee.oethe sales tax
probably won't work and I agree with youy T don*t think it
will eithere 1I°d like your comments on why we shouldn®t try
to increase from sixteen percent that proportion that is
generated by business. That®s question one. Question twoy
in your proposed budget you project a net of eight hundred
and ninety—three million dollars from the billion one that
you're proposingsy and vyou're suggesting that education
receives..eclenentary and secondary education receive two hun—
dred millionese.a hundred and ninety—five million dollars of
that. Surveys have indicated that the major reason that the
people back home will support an increase in taxes is for
elementary and secondary education. And I would suggest to
you that allocating only twenty percent of that increase to
elementary and secondary education doesn't pay the horse that
you're riding to get the taxes passede And I would urge that

a substantially higher net amount be genzrated to elementary
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and secondary education. I'd appreciate your comments on
both those pointse.
GOVERNOR THOMPSON:

Your latter comment reminds me somewhat analogously of a
question asked me by Senator Vadalabene the last time 1
availed myself of this Podium four y2ars ago on where the
money would go if the taxes were passede. I told him that
depended more on your action than on mine. Senator. I would
give more to elementary and secondary education if I thought
we could afford it. This Body will never precisely agree
with my spending prioritiesy you never have 1In ten yearss
leesl don®t expect this year to be any different. You'll
send me a budget different than the one I sent vyous
that*seesthat?s finey that's all righte It is ultimately
your dutys you have thz last word on allocations I can veto
down but I can®t veto up and I can't sustain a veto against
the will of this Assembly. And I believe we ought to be
doing more in elementary and secondary education. I'1l1l raise
one note of caution though that I consistently hear repeated
throughout the community of Illinois and that 1is that the
people of 1Illinois are getting impatient for results from
public educatione They think we®re spending big dollarsy
they*re righte We've always been an impatient peopley wefve
always wanted results overnights education reform is only two
years old but I*11 tell vyou there 1is a great deal of
dissatisfaction with the product that we®re turning out espe-
cially ineesin places 1like Chicagoe Ande<..and people are
saying it openly and plainlyy parentsy business peopley
teachers and we must find some way around thats we must find
some way to attach greater accountability for greater dollars
or they're not going to pass or they won®t worke As to the
first commenty, I®m not sure that the Legislature in 1969
could have predicted the economy of the 80°'s in which so many

corporations aress.esares.sare not paying corporate income
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taxes because they're carrying forward huge losses from two
back—-to—back recessionsy that's...that’s one answersy Senatore.
I suppose for me the bottom line answer is thateeesthat in the
end people pay taxes not <corporations. I think vyou could
raise the corporate income tax of Illinois in the same ratio
as [ have proposad raising the individual income tax without
doing any great harm to the business climate of this state.
And I've had members of the business community suggest to me
that they would be willing to accept such an increase espe—
cially if they couldeeecould do some tax swaps of their own
in terms of getting some relief from taxes which they now
findees Manufacturers for examples Ffindesethe tax one<eon
the electricity, the utility tax and the electricity used in
the manufacturing of a product. ve gave them tax relief
Ooneseon the sales tax for manufacturing equipment some years
ago and they see an analogous situation there and there's
some discussions going on about tax swaps which would raise
revenue but help the business climate or a segment of it. So
I'm not saying that that is an impossible objective nor even
an unreasonable objective; nor would I says for examples 1iFf
this General Assembly were to says Thompsons you®re trying to
take this too far with the service taxy Illinois is not yet
readys we're not Floriday let's work on the income tax side,
I don't regard that as an wunreasonable suggestion or an
unreasonable alternative if it gets the job done. I*11
simply note that in my judgment Illinois will one day sooner
or later have a service tax of some magnitudesbecause we are
becoming increasingly a service economy and you can't have
your tax system and your economy at odds or it will be nei-—
ther productive nor faire.

SENATOR NETSCH:

Senator Jacobse.
SENATOR JACOBS:

Thank yous Madam Chairmane Governory les.e.it®s a little
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bit along the same lines as Senator Berman but I guess I look
at your opening remarks where you say you're either with me
or vyour against me on the five items that if we agreey then
we should proceed; if we don't agreey we shouldn*ts. I think
we all agree that the itemse<..in reference are...are all
important to all of ussy but I take it back I guess as to
whether we canse.shave to agree with all the priorities and in
particular in your reference to our good neighbor to the east
who has shown the courages as you put ity toe.seto put seven
hundred million dollars into their education reform and we're
only putting forty—-seven percent as nmuch of that into
oureesour education reformy does that mean that we only have
forty—seven percent as much commitment in reform as what
Indiana does?

GOVERNOR THOMPSON:

Nos Senatory it means that we started two years earlier
than they did and we're already half a billion dollars ahead
of them.

SENATOR NETSCH:

Senatore.eseSenator Fawelly 1is your light out now? Okayy
fine. Senator Marovitz.
SENATOR MAROVITZ:

Governory in regards to the proposed sales tax on
servicesy is that list which you disseminated at the original
introduction of the proposal a wish listeseiseesis it a list
that you would be willing toeseto see the.ssthe General
Assembly work on and pare down? And are vyou willing
toseepare down the amount of the sales tax on those new
services?

GOVERNOR THOMPSON:

Senatory I try not to submit wish lists in the tradi-
tional sense. My budget books reflect the real sense of real
needs as do your appropriation bills as I have seen them over

the course of the time that we have served together. I don*'t
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recall your ever asking for anything that was in the sky but
meant to respond to need as you perceived ite Yesy you can
adjust the revenues down if you adjust appropriations douwn
and keep ‘them in balances certainlye. VYesy you can restrict
the reach of the proposed services taxs I submitted what is
referred to 1in the trade as a medium listy contrasteds for
exampley with Florida®s extraordinary service tax enacted
just a few days.esagos contrasted with some lesser service
taxes to be found around the natione And am I willing to
compromise? Senators the Constitution requires me to compro-
misey absolutely requires me to compromise. Theesseothe Con-
stitution requires that you and I be in accord on how much we
spend and how much we take in and.eesand we have been by one
means or another over the course of the last decades Ifeseif
others who would spend moresy your colleagues Senator Bermans
for exampley or your colleagues Senator Kellys for exampley
would spend 1lessy we could tax less; butyyou seey they have
deeply felt beliefs about what we needy Kelly in mental
health and Art Berman in...in educationy and I suspect that
each member of this Body has some deeply held bpelief about
some area of importance in the state budget and we have to
try and accommodate all of those2y but I am entirely willing
to compromise on any portion that makes sense as a taxing
matteres I meany I won't approve any ill—-conceived tax plan
even if it raises revenues that 1 think are important.
Andesesand as long as the appropriations and revenues are in
balancey we'll be in business as we always haves
SENATOR MAROVITZ:

It*s difficult to speak for anybody in the General Assem—
blys but as we speak in caucuses and committeess generally we
hear the theme of education resounding through the halls of
these bodies ase..eas the number one priority or a major
priority of all legislatorse

GOVERNOR THOMPSON:
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Senatory you're my Senatory I want you to ensure that my
child is educated so that she can hold a job in the futuree
And the education thateesthat the revenues provided by this
Legislature help give me and yous not good enough for chil-
dren her agee
SENATOR MAROVITZ:

Welly 1let me asx you thiss I think that I certainly
agree Wwith the question that Senator Berman asked 1in his
innuendo that more than seventeen to twenty percent of the
new revenuese...generated by your proposed tax increases
should 9o to educatione I would be willing to probably vote
for almost any tax increase ifeesif a larger percentage of
funds went to sducatione. Your concern for better quality and
more bang for the buck I think is shared by an awful lot of
usy particularly those of us from Chicago. 0o you or any of
your task forces or department heads have any specific sug—
gestions of what this General Assembly can emnact in order toy
in facts get more bang for the buck over and above the educa-—
tional reform package that we passed two years ago?

GOVERNOR THOMPSON:

Senatory that®s probably the most difficult question in
Il1linois government today because in the end it really
depends on more than your ability to mandate programse It
depends on the willingness of teachers to abandon some long
held beliefs or more specifically theiresstheir representa—
tivesa It depends on the willingness of the parents to
involve themselveses There's an extraordinary difference
between the culture of Japane for exampley and the culture of
the United States in terms of parent involvement with elemen—
tary and secondary education that all the money In the world
and all the laws in the world are not going to make upe If
we recognize that 1it*s going to take assistance on several
levelsy I*11 go back and ask my education folks about whether

there is more that we can do because nobodye.s.snobody would
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like to see greater accountability in education today than
mey because I sense thise.s.sthis attitude out there 1in the
public ofeseof growing impatience with what we®re getting for
our dollars andy yety 1 don®*t want to give up on ite

SENATOR MAROVITZ:

I think if there®s any unanimity in this Body it would be
our willingness to work with you and your experts to get more
bang for the bucke
GOVERNOR THOMPSON:

Finey we®d be glad toe
SENATOR NETSCH:

Senator 0'Daniele.

SENATOR O°*DANIEL:

Governor ThompsoONsees
GOVERNOR THOMPSON:

Yesy Sire
SENATOR O°®DANICL:

eeeyou make a vervesevery convincing presentations and
Ieeol tend to agree with part of the things thateeseothat vyou
Saye But I represent twelve counties down in southeastern
Il1linois ande..eand we have an unemployment rate now that®s
hovering around twenty percent of unemploymentes and I don*t
see how inesein good conscience I can ask my constituency to
share more of a tax burden at this time with that...that sort
of an unemployment rate. We depend on three industries very
largely in southern Illinoisy agriculturey o0il andeeseand
coaly and all of them are experiencings you Knows veryeesesvery
difficult timess In the three years that I've served here in
the Senate just in my district alone we've lost more than a
thousand jobs; an oil refinery ineeein Lawrencevilley threa
hundred and some jobs3 General Radiator in Mt. Vernons three
hundred and some jobss a garment factory in Fairfieldy one in
Wayne Citye S0y i1t'Seeelt®s a very difficult times andeesand

I'm not saying that the things vou asked for aren't needed.
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But then I pick up the paper ande.s.sand I see where your staff
iSesswill be receiving substantial salary increasesy and I'm
not saying that that isn®t deserving; see where your director
ofeeeof corrections wants a new aircrafte Welly this doesn't
sell very good down inseein rural Illinois whera the people
are all out of work andeeand I thinksy you KknDOWseeainNesein my
position it*s going to be very hard for me to ask my people
toeeeto support a lot of these programse

GOVERNOR THOMPSON:

Senatory I acknowledge those concerns and let me try to
address thems briefly. With regard to the Department of
Corrections airplanes I doubt that there's a corrections®
director in the United States who travels more miles to make
sure that the system runs well than Mike Lane in 1Illinoise
If he doesn't travel those milessy I suspect the system
wouldn®t run 3as wells that®*ll have to be a judgment that vyou
makes One way or another that man has got to keep control of
his institutionsy and he doesn*'t know from day to day or week
to week how many times he*ll have to go back to Joliet or
Pontiac or Menard or visit the new institutions as well. And
we'll never know how often those visits oftentimes at great
personal cost to himself in terms of time for himself and his
family have prevented a riot or a death or an injurys you®ll
have to make that ultimate judgment. It looks funny, I
knowy to be talking about a new airplane at a time when we're
talking about laying off prison guards, but if you analyze
the budget monies that lie behind each requesty they don't
have anything to do with each others Heseshe probably has
the toughest job in State Governments only you can decide how
well he does it and in what fashion he does ite What the
stories regarding the salaries of my staff in many instances
fail to point out was that some of them 1I'd considered
grossly wunderpaid for many years and was trying to make up

tos I think that*s a human enough motivation especially when
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I require high standards and hard worke The staff of the
Governor is on call as the Governor is twenty—four hours a
days three hundred and sixty—five days a yearsy it®s not a
part—time jobe They work a lot of nights and weekendsy we
don't recompense them for thate And in many instances those
were not pay increases but salaries attached to new positions
of responsibilitys different positions of responsibilitys
they went with the job not with the individuale. Only rarely
iseeeperson take a pay cut when they're promoteds 2although
sometimes they doe And they took account also of the fact
that in thee.sethe bill which raised the salaries of the Gen-
eral Assembly and the constitutional officerss the cabinet
officers were raised as well and there needs to be some
parity between senior staff for a Governor ande...and the
cabinety so they took account of all of those factorsi3 and
while I can understand how they look in the headlines to an
unemployed persons I can also how theyeeoo.understand how . the
person who®s holding down that job and working whenever he's
required to work feels too about the need to be fairly reim
bursedes Andy Senatorsy I guess the bottom line answer is that
everything that I*'ve proposed in this book really literally
is aimed at helping raise the economic circumstances of parts
of the state that really hurty really hurte We're not going
to be able to legislate away hurt in agriculture and mining
and oily though we can go as.sesa long way towards thate. 1
would say to yous I would say to Senator Jacobs who repre—
sents a distressed areca of the st;te, distressed 1in part
because that area has for too long relied upon one industry,
let alone the three that are the reliance of your area of the
statey that we need to do more to diversify economic activity
but we?ll never get there without competitive education or
without the ability of DCCA to compete with other statesy you
sée' or without the ability to help agriculture diversify its

crops in the wuses of its traditional cropse Soy I guess I
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would also have to recognize that whét you say about the
unwillingness of your area to pay more because it*'s poorery I
suppose Senator Fawell couldeesecould tell me about the
unwillingness of her area of the state to radistribute too
much of its income to your area of the states there are those
feelings tooe People of DuPage Countyy for exampley have
been extraordinarily generous with the people of the other
one hundred and one counties of this state because DuPage is
dead last in what it gets back from the state. I wouldn't
want to be Senator Fawell explaining that every weekend in
the districty though I'm sura she does it very well because
DuPage is growing and glad to contribute to the overall pros—
perity of this states But you see there are countervailing
feelings in the Bodys I suspecty Senator.
SENATOR NETSCH:

Senator Newhousee.
SENATOR NEWHOUSE:

Thank yous Madam Chaire. Governory, good afternoone
GOVERNGOR THOMPSON:

Good afternoons Senatore.

SENATOR NEWHOUSE:

Governores you outlined five areas that I'm sure most of
us agree with you almost without reservation as needing the
attention of the General Assembly. It seems to me though
that the common denominator in each one of those areas is
economic development and that means jobse
GOVERNOR THOMPSON:

Yesy sire
SENATOR NEWHDUSE:

My concern then is basice. When we talk about educationy
for examples I suspect you know as well as I that in cities
like Chicago we’re not losing our kids as high school
dropoutsy we're losing them at seven years old. There is an

absence of hope that must be overcome if we ever expect to
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have any kind of economic development and to address our—
selves to the other social issues that you outlinade My con-—
cern is thisy Governore if I can spell it out to you. In the
City of Chicagos for exampley where there 1is deteriorating
housingy you know what those neighborhoods are like.
GOVERNOR THOMPSON:

Yesy Sire
SENATOR NEWHOUSE:

You know that if..ebetween the pool of unemployed labory
and here I'm talking about the youngsters who have graduated
from high school and who are doing nothing or who have not
graduated who are simply on the streetsy a lador pool that is
very largey a potential labor pooles If somehow we could
bring together that 1labor pool with the construction that
needs to be done in Chicagoy some of the problems that we
speak about could be resolved. You also know that there is
a great deal of construction going on in Chicagoe What vyou
may not know is Chicago childreﬁ are not doing that buildingy
they are not doing that building. You shakz your head vyess
I'm glady becausee<.ssbecause they®re nots they don*'t have
access to the training to do ite My concern is thisey would
you and your administration be willing to help us here in the
Legislature put through legislation with all the political
pitfalls that it representsy because there are powerful
forces who simply don't want this to happensy you know it and
I know it. Howevary we're talking now about a major resource
and a major source of a resolution of many of these problemse
My question isy would you and your administration encourage
colleagues here on the Floor to support legislation that
would begin to reverse this kind ofee«0f obscene stricture on
people becoming productive and to start the productive mecha-
nism working so that we can roll back all the problems that
were outlined in these five issuesy have our seven—year—olds

walk into a «classroom with some hope in their eyes, sone
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expectation that there is a tomorrow and some expectation
that perhaps one of them may one day stand on that Podium
where you now stand as a constructive citizen who can
takeeesthis state into the twenty—first centurye Could wes
Governory get your help on such lagislation? Could we get
your help morally to help overcome the forces that will not
see this happen but for some strong action by this Legis—
lature?

GOVERNOR THOMPSON:

Senatory I would be glad to work with you and members of
your staff on any legislation that would help promote both
economic devalopment and employment opportunities in the
states Without seeing the specific legislationy I wouldn*t
want to 9o beyond that, but I*d be glad to work with yous
But I think we also have to recognize that there are other
players in the dramae. I heard the mayor of the City of
Chicago todayes as did vyous say 1in his inaugural address
inssein Grant Park that the cities must be partners in this
endeavor as well and that cities must do for themselvesy 1
believe he said repeatedly throughout his speech in addition
to requesting help from the state and thee..and the Federal
Governmente And I couldn't agree with you more strongly that
we need to start addressing the issue of preventive services
for children at risk and this budget does so substantially,
especially the children zero to fivee I said as early as my
inaugural address that if we lose the child chances are tnat
we lose the adult at great moral and fiscal coste And so I
want to see the state budget start going the other way and
preventing the dropouts to the welfare rolls and the
penitentiaries and to death and poverty and ignorance.
SENATOR NEWHOUSE:

Governore I shall visit you on the second floore.

GOVERNOR THOMPSON:

Thank youe.
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SENATOR NETSCH:

We have two left on the list. Senator techowicza
SENATOR LECHOWICZ:

Thank yous Madam Chairmany Governor Thompsone. I'm sure
everybody 1in this Chamber and then probaply in the state
probably concurs with your assessment as far as the five pro—
gram areas that you're specializing in as far as trying to
increase the taxes to provide necessary money for the arease.
My question is dealing in the five problem arease. You men—
tion inee.stwo years ago we...we passed the Education Reform
Act which this General Assembly under the leadership of Phil
Rock and Art Berman put together a comprehensive educational
program in conjunction with the minority spokesman as well
which was adopted and vou signed into lawe In the Conference
Committee report the funding machanisms the recommendation
was to pay for ity came out of the Used Car Taxe There was
some concern on this side of the aisle whether that would
really generate enough money. Then there was a question as
far as the constitutionality of thee.e.sof the tax on the tele-—
phonese But the other portion of the budgat was funded out
of general revenue fundse. At that time we made it quite clear
that we didn®t think there was enough money to fund the
educational portion of the budgety just tose..take care of
Indiana. We also mentioned the fact that there was a con—
solidation bill as far as school districts and when
thate.<.ewhen that hit the rest of the State of Illinois there
was a lot of animosity towardee..towards that portion of the
educational reform package and probably rightfully sos we
just didn*t know the impacte 8ut that®s exactly what hap—
pened with educational reforme We did provide a substantial
amount of money with your assistances but there is a lot of
concern not only in Chicago but the rest of the state as far
as the drop—out rate statewidee. And to my colleagues

ineeefrom Chicagos when you see the drop-out rate of the
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Board of Education at forty—five percent of all students
dropping out of high schooly all barriers are down because
when you see that type of a rates welfare is increaseds
social services are increased. That is one segments Gover—
nory that 1 think that your educational task force should
really address itself to. We passed a resolution two vyears
ago on drop-out ratesy and at that time I stated that it*s
not only a Chicago problemy it*'s a statewide problem. 1
don*t know the magnitude in the rest of the statee..
GOVERNOR THOMPSON:

One out of foury Senatore.
SENATOR LECHOWICZ:

eeebut 1 think it’se..
GOVERNOR THOMPSON:

Statewide.
SENATOR LECHOWICZ:
- esemuch too high.
GOVERNOR THOMPSON:

Much too highe
SENATOR LECHOWICZ:

And I think whatever money that is tied to educational
fundingy it should be tied with the' understanding that we
should finally get to the bottom and findeeer2solve the prob—
lem of why the students of the public educational system are
dropping asut of schoole It®s one of the shames that we're
all exposed to and we should try to correcte.

GOVERNOR THOMPSON:

Senatory I agree with youe.
SENATOR LECHOWICZ:

Out of th2 new money that is being proposeds how much
money will be spent in this area to correct this problem?
GOVERNOR THOMPSON:

I can't quantify it offhandy Senators but what I can tell

you is that ifeeeif the public schools are not offering the
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kind of education that would lead a high school graduate to
believe that it was going to make a difference in their
livesy they're going to drop oute I can tell you that if we
don®'t continue our effortsy which some are trying to sup-
pressy preventing teen preganciesy, many are going to drop out
and right to the welfare rollse I'd be glad to go back and
look at the education recommendations of this budget both to
focus on the issue of dropouts to see whether we can do more
within the budget on the drop—out issuey because 1 think
frankly thes..sthe rate of high school dropouts in this state
is the scandal of education in Illinoiss

SENATOR LECHOWICZ:

Number twos transportations and I don®t know why anyone
hasnt*t touched on it vyety, but when you take a look at the
cost of your increase as far as your gas taxs then you add
your local taxesy both city andessand countyy to the state
taxe in many areas of this state we'll be the hignest in the
natione And I don'te.e.when I fill up my car some gentleman
comes up to me2 and asks me to sign a form in protest or he's
got a button as far as "No Motor Fuel Tax Increases"™ or I
talk to the people that come to my office and they®re con—
cerned as far as the dramatic proposed increase in license
fees of a seventeen dollar increase and they'reseesthey’re
asking me if everybody else is going to be imposed the same
type of an increasey there are a lot of people on fixed
income who really can't understand the magnitude and the
necessity of these types of increasese
GOVERNOR THOMPSON:

Firsts Senatory on the gasoline fax sidesy it is a
phased—in five—year programs. Much of the accounts you would
read in the media with theires.snecessarily shorthand refer—
ences to the tax increase would lead you to believe that nine
and a half cents was going on tomorrow and thaty of coursey

is not so. What is also not said is that there are signifi-
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cant costs for driving automobiles {in other states
whoseesewhose surface costs appear lowers For exampleys in
our nelghboring state of Indiana on the average it costs the
motorists about a hundred dollars a year more to drive a car
simply to pay state fees and taxes than it does in Illinois
in like circumstances because they have the equivalent of a
personal property tax on the care. After cutting taxes in New
York by four billion the other days Governor Cuomo annocunced
a request for a billion dollar tax increase for transporta—
tion and talked about folding license plate fees and other
fees in that state into a new personal property tax oOnNeesOn
vehiclese. So other states may appear to require less than
Illinois requires in terms of the gasoline tax or license
plate fees but most of them make it up in other wayse In the
many of the states with whom we are compared do not have the
geographical demands nor the metropolitan demands that we
have in Illinois and cannot avoide.

SENATOR NETSCH:

Senator Lechowiczsy there was a reason why the Governor
did not get into the gasoline tax particularlye. There are
bills pending in the House that deal with that and so we will
have an opportunity to deal with legislation on that sunject
before the end of the Sessione
SENATOR LECHOWICZ:

Yeahy but thank yous Madam Chairmane but I thought this
forum today was to discuss the entire gamut as far as the
Governor?®s proposed tax increase in the state. And I believe
the gas tax and the license fees are included in that 1.6
billion dollar increase. Is that corrects Governor?

GOVERNOR THOMPSON:

Noy sire they are in additions
SENATOR LECHOWICZ:

They®re in addition.

GOVERNOR THOMPSON:
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Yess Sire
SENATOR LECHOWICZ:

So the 1.6 billionese
GOVERNOR THOMPSON:z

Hell the 146 iseesis the Fiscal *89 numbery Senatore
SENATOR LECHOWICZ:

Right.

GOVERNOR THOMPSON:

But they are in addition.
SENATOR LECHOWICZ:

Okaye Now the le6 billione.seaccording to my perusal of
the budget it was twenty—two billion for *88 or approxi-
mately an eight percent increase over last year®s which
brings it about a one and a half billion dollar increase. If
that*s the casesy where is your long—term growth projection?
Is that through the normal attrition as far as the growth
ofeeein proposed taxes?

GOVERNOR THOMPSON:

Wellyeeoewe first have to correct some structural
imbalances before we can talk about growth. No matter what
we do the budget has to be brought into the real world.
Secondlysy while we can be fairly confident about growth for
Fiscal *89 ands of courses theesothe full impact of the pro—
posed service taxes would kick in in Fiscal *89y I'm much
less sanguine about Fiscal *90. I think it begins to get
very difficult to talk with any confidence about the pro—
jected revenues and expenditures three yesars oute. And vyou
with your long service in this 3odys particularly with regard
to fiscal matterss I think wouldeeewould understand that,
it*s just a very risky proposition.e So many of the things
that would impact that are beyond our control that we see
decent growth.s.buty hecky one of the answers to your ques—
tion about where do the revenues go from what we passed for

education two years ago is that I think every one of us was
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counting on stronger revenue growth two years ago than we got
in the real worlde.
SENATOR LECHOWICZ:

Just want to bring it into the recorde Thank yous
GOVERNOR THOMPSON:

Thank youe
SENATOR NETSCH:

Senator Vadalabene.

SENATOR VADALABENE:

Thank vyous Madam Chairmans Governor Thompsone. First of
ally let me say publicly during my serious illness the way
you Kkept track of my hospital stay and my stay =zt home, and
your staff, I want to let you know I appreciate thate
GOVERNOR THOMPSON:

Thank you.

SENATOR VADALABENE:

And the gifts that you'd sent my family and to amee. When
you mentioned my name a while ago it dawned on me that it was
on HMay Sths 1983,y and I sent for the transcripte and I think
what I would like to do is almost ask you the same question
and not the entire transcript. And what I asked you at that
time wass Governore le2t me ask you one more timey makesee.and
I*m having very difficulty readings incidentallys my eyes
have went esxtremely bad alsos so bear with mee.s.make one more
statement in regard to the votes in the State Income Tax or
any tax proposals that come before this Body. Hy question to
youy Governory isy you knowe I*ve done a lot of training with
my bird dog and when he did something rightsy 1 rewarded hine
Now there is going to be members in this Body who are not
going to vote for your tax programs and there are mambers in
this Body who arz going to vote for this programe. Are vyou
going to use theasesuse the reward system 1in vourvpro—
posaleseand I might add before I finish my questiony Sena-

toreeesSenator Netsch saids Senator Sams you®re going to get
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your reward in heaven and I almost dids Senator Netsche But
I 1like it now and I would like your commentsy Senator.e.eor
Governor Thompsone
GOVERNOR THOMPSON:

Senator Sams four years ago when you asked me that ques—
tion I took a long time to answer it but I ultimately came to
the right answers so I won't take so much time this times
This budget proposes to fairly divide the revenues of the
state over all parts of the State of Illinois to the benefit
of every one of the eleven and a half million people of this
state 1in  one measure or another depending upon their need.
But 1 have generally found that in the area of discretionary
expenditures over which the Governor has some controly gener-—
ally the sounder proposals come from members of the Body who
are prepared to understand that they must be paid for in some
fashions How have we done for the last four yearsy Sam?
SENATOR VADALABENE:

Extremely welly and I'Mese
GOVERNOR THOMPSON:

Fines Thank yous Same
SENATOR VADALABENE:

eeelooking forwardses
GOVERNOR THOMPSON:

Madam Chairmanasee
SENATOR NETSCH:

Actuallys.ssSamy what [ meant to say four vears ago was
that I would get my reward in heaven because I haven't seen
it around here.

GOVERNOR THOMPSON:

Madam Chairmany before I leave the Podiumy may I please
correct an answer that I made to Senator Lechowicze. My able
assistantss who arey 1 thinkey paid appropriatelyy have handed
me a notes Now they aressewhich says that the 1.6 billion

dollars in Fiscal 1989 does include the gas taxy, Senatory I'm
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sorrye I misspokee
SENATOR NETSCH:

The final lights Senator Carrolle.
SENATOR CARROLL:

Thank yous Governor. Thank yous Madam Chairmans as well.
Governory because of the lateness of the houry I will keep
the questions a little bit short but will ask vyou to have
certain responses to wus if you cane. I appreciate the fact
that you identified the flexibility of your approachy espe—
cially in your discussion with Senator Berman as to the abil—-
ity to compromise and howsy in fact, the taxes will be ulti-—
mately proposed to us should it come to us in some form of
bill or Conference Committee report or whatevere A couple of
things I find interestings howevery Senator Berman mentioned
the ratio and I think you've accommodated that question well
in indicating that »probably in a ratiocs.e.a ratio can be
establishedes 1 think that's one of the questions we have
heard most often from those who have opposed the proposal is
to say that they®vese.s.opposed the idea of where the burden
will come frome In addition to thaty while we've talked
about the sales tax extensiony you have indicated yourself
that the sales tax is the most regressive tax in Illinois and
a tax that we have to adjust and adjust downward and cttempt
to get rid ofy if at all possible; in facty within your pro—
posaly there is the ability to adjust it downe. If we're
adjusting it downs, why are we extending it so far? Aren®t we
saying to the same peopley you'll be paying morey you®ll just
be paying it differentlye. Will not the barbery the
shoemakerys people like thaty to whom today a sales tax is not
imposed in fact now be paying it either out of existing reve—
nues themselves or passing it on to individuals? You knows
corporations don*t get haircuts, corporations don't get shoes
fixede So when you're adding that extensionsy you're really

expanding the tax that these people are paying at the same
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time we are allegedly saying to themy we're going to take ten
percent of that tax offe. I have some others as welle.
GOVERNOR THOMPSON:

T would says Senators except for the fact that I think
the greater part of the revenues come from business services
and not from personal services that you are correctes
SENATOR CARROLL:

Thank youe. Additionally nows in the area of the way that
you have posed the budget. Last year we recognize was a
tight economic yeary the year we're in nowe
GOVERNOR THOMPSON:

Yese
SENATOR CARROLL:

Dther than the add—-backs through the supplemental appro—
priation processy which at this point are probably <close to
half of the cuts that you did correctlys in my opiniony make
in the first two we2ks of Julys we see an operating budget
that®s going up over ten percent this yeary Fiscal '88, as
compared to undar two percent in Fiscal *87. Why 1is it
necessary to have ten times the growth in actual dollars in
operations of governmenty not grantsy not services to the
peoplees the operating side of governmente...throwing up some
two hundred and sixteen million compared to twenty million
last vyeary why is it necessary to add two thousand five hun—
dred eighty—four Jjobs? Cannot ninety—four thousand eight
hundred eighty—three people do the work the people of Illi-—-
nois are paying the taxes for?

GOVERNOR THOMPSON:

Nos they can*ty is the answer to the question. Senatory
I'veeeael?ve discussed this question with a group of Chicago
businesspeople this morning who raised the same issuey why
are we increasing the number of state employeese I think,
Senatory if yousesif you look at where thosé employees are

comingy vyou will Find that the overwhelming majority of them
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are coming in response to unavoidable service demandse These
are not so-called burcaucratsy whoever they may bey but |if
you build new prisonss you must staff them with prison guards
and other workersy that is wunavoidable. If the fFederal
Government is cutting back on its former Federal  support of
economic development employeesy for exampley to keep the eco—
nomic development services and programsy we must add our own
resourceses If this Legislature is asking us to do.ee.do more
in mental health and children®'s servicesy for exampley we
need more caseworkerse In mental health in the budget cuts
last yeary I took away the regions; I don*t know exactly
where to turn in mantal health anymores Senators and still
deliver the kind of services that staff patient ratios
andeeesand the Federal Government will require in order to
keep them paying their Federal share.
SENATOR CARROLL:

Welly, I think we agreed specifically in mental healthe
In facty the General Assembly took the approachy to which you
signed and agreedsy that in fact more money had to be allo-—
cated to mentales.
GOVERNOR THOMPSON:

Yese
SENATOR CARROLL:

sesmental health 1last vyear as there will be areas this
yearess
GOVERNOR THOMPSON:

YesSe
SENATOR CARROLL:

ssswhere we will reallocate as you identified it is our
priorityy our ability under the Constitution to do so and we
will exercise once again that constitutional responsibility.
Let me say though that you talky for examples and I know the
bills are not herey about what has to be done on a road pro—

grame I know the Secretary is present in the Chambere. The
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law requires an April 1st road programy this is now May 4thy
once again we have yet to see a road programe one has not
been delivered to the General Assemblye.
GOVERNOR THOMPSON:

It will be delivered this weeks Senator.
SENATOR CARROLL:

seewe would hope soy so that we would be capable of deal-—
ing with ite
GOVERNOR THOMPSON:

Righte.

SENATOR CARROLL:

And we recognize the lateness of that programe In that
lightees
GOVERNOR THOMPSON:

Helly it'Seseit®se.secit may be aeeeit may be a month late
but it’s millions of dollars smaller because it sans new
revenueses
SENATOR CARROLL:

Okaye We should see it both wayss in facte
GOVERNOR THOMPSON:

Righte
SENATOR CARROLL:

Additionallyy rather than go through the questionss we
had submitted to your staff on March 19th a list of some
twenty—seven questions we would 1like responded to in the
appropriation sensey most of which have not been addressed
here at this hearingseece
GOVERNOR THOHMPSON:

Myeoe
SENATOR CARROLL:

eeeand T would hope that we could haveeseerather than go
through the twenty—seven noweee.

GOVERNOR THOMPSON:

Yes.
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SENATOR CARROLL:

eseand ask for answersy Governor, we would appreciate a
response before we have to act on this legislatione I recog—
nize that vyour Hhigh paid director of legislative coordi—
nationess.erighty Jackseserec2ived this on the nineteenth and
maybe he didn*t get it to you yete.

GOVERNOR THOMPSON:

Welly I thinky Senators there are two answers to it; oney
the request for the answers to the twenty—seven questions
came in a suggestion that my staff would come Dbefore this
Body and testify in favor of a lower budget. They have since
reconsidered and sent me to testify in favor of a higher
budget but they are willing to answer the questions nonethe—
less and have almost all the answers preparede
SENATOR CARROLL:

Thank youy very muche
GOVERNOR THOMPSON:

Thank youe.

SENATOR NETSCH:

Thank yous Governore
GOVERNOR THOMPSON:

Thank youe.

SENATOR NETSCH:

Thateeo.concludes the questionerses Have you a
finalesecomment, final statementy a sort of like summation?
GOVERNOR THOMPSON:

I trust this General Assembly to do what is required in
the best interest of the people of Illinois because every
year for the last ten years you havee.

SENATOR NETSCH:

Thank yous very muche We appreciate your being with uss
Governore Nows if I mighte..owhat we are going to do
Nowessthere were other plans but we are way over our allotted

time and Senator Rock has pointed out that the two committees
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that are awaiting hearing also have witnesses. So we are
going to take only two more witnessesy one is Hre. Frank
Thompsons who is chairman of the Bond County 3oard and who
ise coincidentallys a proponent of the tax increases and
William Stowe of the State Chanbery who is an opponent. And
in both cases I had made a conmitment that they would have an
opportunity to be heard todaye. Myeeemy apologies to all
otherse Several...the Farm FGureauy AFSCMe and others have
indicated that they will submit written statements which we
will see are distributed to all members of the General Assem—
bly and at some point we will find a way for the Economic and
Fiscal Commission staff to review its very important findings
with all of yous hopefully orallys and in any event we will
see that some veryy very important and interesting memos are
distributed to all members of the General Assemblye And to
those few others who had asked to testifyy we will find some
way to accommodate you but not todaye Mre Frank Thompsone.
MR. FRANK THOMPSON:

Madam Chairmany the Honorable Senator Netschy and the
Honorable members of this Bodys this is the fourth time that
members of the Bond County Board have sought to speak on this
subject: twice in hearings out in the state and then Senator
Degnan in December appointed Senator Zito to have a smaller
subcommittee of the Local Government Committee for us to tes—
tify about the problams of the small counties. And now I'm
here before this Bodys we're a group of people whoe.esowho have
decided that we®re not going toe.esallow our circumstances to
get beyond us without saying something about...we're not
going to gripey we're going to try to be a part of the
answers And so T consider it a high honor to be in front of
this tribunal and I have only one higher tribunal which I
address every day that I can think ofy but T'm glad to be
here. This last October when we were working on the Bond

County budget and the request came in from the various
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officeholdersy I sent the budgets back asking for a twenty
percent cut in every departmental budget. When those cuts
came in and we finally ended up with thesesswith the budgety
we had cut two hundred thirty—four thousand dollars out of
our Bond County budgetsy we had ceased our support of a number
of local services and we had requested officeholders to
terminate five and a half positions in the.eein the court-—
housz2e So we lost a third of the people in our courthouse in
terms of the support staffe. Bond County is onz of those
smally rural countiess sixteen thousand population. When
TesesI?*ve been on the board ten years and our property tax
assessed valuation has gone from ninety-four million down to
seventy—three million dollars. HWe've lost a hundred thousand
dollars in Federal revenue sharing and we.e..we've worked with
a number of circumstances that were simply beyond our con—
trol. We are paying twenty—five thousand dollars a year more
to officeholders in Bond County simply because the Legis—
lature has told us what their salaries shall be. OUT o e sOUr
sheriff*s salary has gone up from twenty—four thousand to
thirty—one thousand dollarsy our highway superintendent has
gone from twenty—-six thousand to thirty—two thousand five
hundreds and were just simplye...we feel like we're standing
on the tracks and the train keeps running over uss and we
have no way of paying for these salaries except with money
that comes right out of our own budget. We®re noteesI testi—
fied before a number of committees of this Legislature a
number of years ago with regard to the Mandates Act and that
Mandates Act was passed but it has been honored in the breach
many times and people have simply excused a particular bill
from the provisions of the Mandates Actey and while 1in large
counties this may not be aseea very difficult thing to
handley in a county like Bond County it simply means that we
are askedeessat the very same time that we are levying against

the property tax at the maximume we're asked to pay more in
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terms of salariessy in terms of costs that areceesimply
mandated and we have no choice but to do that. You have
before you aeeesa set of exhibits that we've just put togethar
since Friday afternoons Qdeeesd COVEreeesnote that oOulesemy
county treasurer was going to talk to you about dealing with
a number of Acts that the Legislature insesin the 1last few
years that simply mean that we are working todayeeeand if
you'll look at the second sheet of your exhibitreseyou
seeeesacross the top the effect of thesseofessof Senate Bill
415 roducing the assessed valuation against farm propertye.
In our county some of our townships Werce.e.owere simply cut
fifty percent in their assessed valuatione. And youe.e.esthen
across the next line you have a number of Actss both adminis—
trative and legislatives that have simply meant that we are
now working with two hundred three thousand dollars a vyear
less in revenue than we would have. For example, the State
Police arz no longer patrolling our highways as they were in
the numbers they werey and we've gone from over three thou—
sand tickets a year on Highway 70 down to about nine hundred
a yeare. MWe'r= working with seventy—three thousand dollars a
year less revenue on that scores and so we are simply pre—
senting to you a number of itemss somz2 of which are caused by
the Legislaturesseby actions of the Legislature which seem to
be right and proper in the large sense but which adversely
affect the small counties. When the consolidation
O0fese0fese0f tax rates was passed by the Legislatures one of
the trade—offs was that there would be a gquarter—cent sales
tax permitted in the local countiess In Bond County which
has no shopping centersy which has no majoreeediscount
storesy which has lost its threa implement dealerss which has
lost 2 number of stores and a number of sources of revenue
from sales taxe the quarter—cent sales tax just barely re—
places the loss in revenue sharing. And you®'ll notice also

in the exhibits we've given you that there 1is ae.eea page
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which talks about the county...the budget as far as the
county highways is concernedy and across about ten lines down
there is a.eea line which talks about the total amount of
money available to our highway superintendenti in 1985, it
was four hundred and sixty thousand dollars; in 1988y it will
be two hundred and forty—one thousand dollarse. This is
because of loss of MFTy this is because we've had to withdraw
half of the sales tax which we were giving to the
countyseehighway programs this is because we used to pay the
county highway superintendent out of the General Fund but are
no longer able to do ite. And so we come before you as a
Legislature and siﬁply say that in the smaller counties we
have circumstances in terms of . limitationses ofeeeof the abil-
ity to raise revenue. We are working with mandates from the
Legislature which simply mean that we are now in a crisis
situatione. And I guess what I*m here today for is just to
let you know thiss just to help sensitize you to a very real
problems He don®t have theeseethesaethe political cloute. We
have sixteen thousand population in Bond Countys ninz thou—
sand votersy over half of those voters are over sixty vyears
of agee. We have some unique circumstances that are very,
very difficult to deal with in our countye. And we don't have
theessthe political clouty but I guess the greatest asset we
have 1is thes.esthe asset I talked to Senator Zito about. He
askedy why aren’t more counties coming up and talking to us
in the Legislature? And my answer iss they®re discourageds,
they feel that there®s no hopey that they've been told things
and things don®t work out for theme AndeesI saidy welly I've
heard that in the northern part of the state decisions are
made which adversely affect uses but you people love your fam—
iliesy you love Gods you go to churches you®ress.you're decent
human beingse He saidy that's righty it*s a matter of com—
munication. So I*m just here to say to you today that our

greatest asset in the small counties when we talk about the
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mandatesecewe'reesewe®re in favor ofeseof having a Constitu—
tional Amendment mandating that the Mandates Act de observed.
We have written a letter from the Bond County Board support-—
ing theeassethe modest increase ineeein income tax and asking
that the pressure be taken off of the property taxe. We have
supported the increased fees one..eon gas and on vehiclesy we
have not supported the other proposale We think that that®s
too muche But we're here because we think that if people
want services they have to pay for theme. And the greatest
asset we have is your good sensey your good willey your sense
of fair play and your willingness to pay attention to some of
the needs of some of the smaller countiesy and I*m here to
speak for them and I thank you very much for the opportunitye.
SENATOR NETSCH:

Thank youe Mre. Thompsons I wonder if I might just ask
you one question for clarificationes As I understand its you
have signed in as a proponent of the Governor®s tax package
generallyy and your reason is that some of those increasesy
for examples, in the income tax would.e..automatically increase
the amount of money coming to the counties. Is that a
faireseexplanation?

MR, FRANK THOMPSON:

Yesy the Governor®s budget gives us an increase in the
income tax and we are asking for a maximum proportion of
aliotment- We understand there®s one bill here that would
give us back an eighth and we're asking for that. And the
Governoreesethe highway program has targeted Bond County as
one of the counties that would receive some extra help to
compensate for some of the loss in revenuesy and we simply
say that we have come hereseseesom2 of the people of my county
don®t feel very good about tax increases but most of the
times when they*ve talked to mee.es.my mailman talked to me
todays postman and some other people have talked to mey

there®s a kind of a wistful feelingsy we®d like to be apble to
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avoid sales tax and other kinds of increases...or income tax
and gas tax but there®s a sense of inevitabdilitys theye.eothey
know ‘that this has got to happens Soy I'm here as a propo—
nent. We stand to gain from some of the actions but we also
ask that when revenue bills are passed or whense..people come
asking for increased salariesy when you mandate costs to wusy
we simply ask that you find out what the effect will be. IFf
you ask us to come up and testify, T tell vyous we will be
heres We were asked Friday to come upy I'm here todays dis—
missed one of my classes this afternoons assigned a student
in charge of ity and I*m just here today to tell you
thatesothat we will giva you information and we will let vyou
know the influence that some of the actions that vyou
haveeeshave on uUsesesome of the Acts that you®ve passed. 3ut
we are here as proponents of .at least two—thirds of the
Governor's proposale We have written a letter to him to that
effecty we've written to some of our Representativesy and ['m
here toe.ssto make that very clear.

SENATOR NETSCH:

Thank youy very muche HWe appreciate your being heres Mre
Thompsone Any questions of the witness? Besides my own?
Righte Thank yous The final witnessy William Stowesy tax
manager of the Illinois State Chamber of Commerces an oppo—
nente.

MR WILLIAM STOWE:

Thank yous fadam Chairmans Ladies and Gentlemen of the
Senatees Should [ persuade vyou of anythingy it won®t be a
function of the time we spend together. I've heard enoughy
quite franklye But there are several points that have not
been made that I think are quite important for you to have in
mind as you consider a vary large tax increases The Governor
described his program very wells as he always doese. There
are some things that he 1left oute And I want to address

those for oureee.hopefully our mutuales.mutual benefit. There
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are some side issues that are involved in any large tax
increase that seem to fall by the waysidey and the first one
of those is the hundred and twenty million dollars of corpo—
rate tincome tax increase that we are sure to haves.s..if we
have ae.esan individual income tax increases I don*t think
anyone believes that there will not be a corporate income tax
increase as welle At the thrze percent individual rate the
corporate income tax will produce an additional hundred and
twenty—-million dollarse That wille of courses be passed on
t0eeseaCONSUMETS Oleeseif it'se.seif we are unable to do that, if
a corporation is unable to pass it one they will be forced to
provide perhaps fewer job opportunities than they did in the
past or the third alternative would be that return on invest-—
ment would bee.o.would be reducede. Another side issue is the
fact that the Governor's programs the Build Illinois Program
which distributes a very substantial sum to local governments
requires in many cases some matching fundss and that matching
amount is about a hundrad and twenty million dollars. So
there is built in to the Governor®s program a hundred and
twenty million dollars ofs.e.eproperty tax increases as welle.
And then there is the proposal that has been made by his
Revenue Review Committeey thay call it sales tax reformy I
prefer to think of it as a sales tax increasee It willy in
facty add another hundred and thirty million dollars to the
sales tax by inaking a variety of changessy agein not a part of
the Governor®s program but a side issue that is in front of
this General Assembly now ine...in bill forme There was some
attention paid in the Governor®s remarks to the so—called
windfalle the increase in tax...in income taxes that comes
about because the.essthe base has been broadened by the Fed-
eral Governmenty, and the linkage that we have with the Fed—
eral Government then provides an income tax increase without
a rate increases not a windfally it®*se.e.it®s a increased

income tax amount that will be with us every year, but oddly
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no mention has been made of the increased corporate amount
that will be paid as a result of this linkage to the Federal
systeme The Economic and Fiscal Commission has quantified
the individual amount at about a hundred million dollarse
The Council of State Chambers has quantified the corporate
amount and that will be anothar hundred million dollars in
1988 which will grow slightlye.e..on out to 1990 to the tune of
about a hundred and thirty million dollarse That®*s a study
done by the Council of State Chambars of Commerce witheeewith
the cooperation of the Exxon Corporatione. Welly one thing
that the Governor spent quite a lot of time on was Federal
policy and its effect on the economy« One thing he left out,
and I wonder if you do realize thiss that corporations in
Illinois in 19B7Ts starting nowe are going to be paying an
additional one billiony one billion dollars a year each and
every yeary at least a billion dollarsy in additional Federal
income taxes as a result of of Federal tax reform. Now these
several things that 1I*ve reeled off here as side issues
aggregate about 1«5 billion dollarse So in addition to a l.6
billion dollar tax program that the Governor has.e.eohas pro-—
posedy there are also about 1.5 billion dollars of side
issues that you have to be knowledgeable aboute have to be
aware of what is happening with those things as well when you
think about increasing taxese. Do tax changes make any
difference? Is...is this an important matter? The Governor
says 1it's noty he reiterated that again today that the rela-—
tionship between the tax burden and the economy iSeeeis bunke
What he said in March withe.a.at his 3udget Message was this,
he saidsy "The time has come to lay to rest the great myth
which is currently being put forward by opponents of tax
increasess® and that's the Illinois State Chamber of Commerce
and others as welle but I'm the only one that has an oppor-
tunity to speak todays "by opponents of tax increases that it

will stifle jobs and incomes®™ and that*s the end of the
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quotations The reference to the State Chamber was not a part
of the quote. Helly Illinois is a low growth states that*s
bean establishede Our economic growth is one of the lowest
in the United Statese There 1is a relationship between taxes
and growth which has been established by nineteen studies in
the last eleven years which say in a variety of ways that
there is a relationship betwezen the rate of growth and the
level of taxation and that as taxes go up growth tends to go
downe So bhere in Illinois where we do have low growths any
change in the tax structure is bound to have a high degree of
importancees Our own research on this subject in 1985 told us
that we had a very stable tax structure and that we should
not..-that it was about at an average level overalls and that
we shouldn®'t 1impose any selective and discriminatory taxes
and get it out of whacke. At about the time that report was
issued we passed the interstate telephone calls.eataxy the
Telecommunications Excise Tax that had an interstate aspect
to ite A couple of months later that tax got to the courtsy,
it*'s been there ever sinces it hasn®'t produced a nickel for
the general fund yety and ite.eand it may never. [ mention
that only because the Governor has in his package another
untested and untried tax which is the idea that we ought to
tax a hundred and fifty servicessy the laundry 1list of
services that was referred toe. And another question is
raised by the tax on services bzcause there's another portion
to that opportunity and that is that he says that we should
reduce the sales tax rate in 1989« Welly it has kind of a
seductive appealy doesn't it? He says if you will give me
seven hundred million dollars of new taxes on servicesy I*11l
give you aeceea reduced sales tax rate in a couple of vyears.
Two reasons why we shouldn*t do thatsy there are probably more
than two but I*'11 only.e.esuggest two to you. Two reasons to
say no to the taxation of services; one is an economic

reason and let's just take the taxation of advertising as an
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illustrations Ify for examples the advertising dollar sud—
denly becomes ninety—four cents because we haveeseespend
ninety—four cents for advertising and six cents for sales
taxe therz will be a reduced amount of money spent for adver-
tisingeeceadvertising budgets. The Wardon School of Finance
at the University of Pennsylvania has established in their
economic model of the United States a direct relationship
between the ad dollar and consumer spendings consumer spend—
ing being one of the most important components that drives
economic progresse And if consumer spending goes downy we®ll
have a recessione I don®te.esl don®t need to remind vyou
0feeel983 and what we had to do at that time in order to
recover from theseerecession. We had less sales taxes col-
lectede we had 1less fincome taxes collected and theeeeothe
solution at that time, of course, was a temporaryeeestemporary
tax increase. It won't work this time because we're not in a
recessiony we're in a normal growth periods and reduced con—
sumer spending which will be the result of reduced advertis—
ing dollars will mean lower profits and lower taxes as welle
Second aspect of that gquestion is whether or not we should
reduce the sales tax rate in 1989y and I'm disappointed that
the Economic and Fiscal Commission didn*t have an opportunity
to testify today because they have produced some projections
which show that in 1989y under the Governor®s programy the
rate of growth in revenues between *89 and *90 will be 1.9
percenty far less than the presumed economic growth of four
or five percenty and the reason is becausey of coursey the
sales tax rate reduction which ﬁas been promised at that
time. So I can tell you that the promised sales tax rate
reduction is not going to occur wunless you're willing to
enact in 1989, just two years from nows anothere.s..another tax
increase which seems to me to reaffirm the wisdom of spending
what only the present system willesewill supporte Wells just

a couple of comments oOne...on other taxes; the Corporate



Page 63 — May &y 1987

Income Taxy I*veeeel have mentionede If the Governor®s pro-
gram reaches fruition the Corporate Income Tax is very likely
to go fromess6e5 to 743« 1It*'s not the highest rate in the
country but it®s getting up therey it’s prettyseeit?®s quite a
substantial jump from the middle range where we find our—
selves right at this time. The gas taxy if it goes all the
wayy will go to twenty—two and a half centss the highest gas
tax in the country; though T hasten to addy if you combine
the gas tax with the license feesy I know that it is not the
highest in the country, but you have a hard time imprassing a
gas station operator on the border between Illinois and Mis-
souris...of that being a significant point if he®s going to go
out of business simply because people will drive a few miles
to save a nickel or a dime a gallon on a gallon of gas. And
the other point regarding the gas tax is that we're one of
only ten states that applies the sales tax to motor fuel pur—
chasese. In conclusions leeel would hope that the Committee
of the Whole would agree that before you enact any tax
increases you®'ll <confront squarely the proposition that the
budget ought to be cute Don*t forgetsy it's not vyour budget
until you approve the expenditures; and before you approve
those expendituress it seems to me that you might want to
question whether or not the Govarnor has six years of prior—
ities crammed in to a three—year programe And you might want
to question department heads by saying to themsy if we're
going to give you in July, Fiscal '88, the same amount of
money that we gave you in Juney, Fiscal *87s where will vyou
have to cut? And the response to that question may reveal to
us that there are many places that the budget can be cut.
Teeel suggest to you that that®s important because I believe
we're on the threshold of reversing our low growth—no growth
problam in I1linois if we can control spendingy increase our
productivity for both government and business and create a

more responsive process for tax administration and maintain
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our stable tax structure. I thank you sincerely for your
interest and attentione.
SENATOR NETSCH:

Thank yous Mre. Stowee You have inspiredsee.several flash—
ing lights and withseeif Senator Rock is listenings with his
permission we will ¢try to allow time for just a few of the
questionse The first oney Senator Fawelle.

SENATOR FAWELL:

Thank yous very muchy Madam Chairmane AS you Knows my
constituencyy of coursey iSeeseeis alwaysSeseshas always looked
upon the Chamber ase<eas a guiding lighte..eand that basically
has been the way I think you will checkeesis the way [ have
voteda. Howevery leeel have a couple of questions that I
wanted to ask youe You mentioned thats«sthat when we have an
increase in taxes quite frequently it will slow down the
growth of..e0f rate as far as corporations are concerned.
Nows is the reverse true? We haves since I have been in this
Assemblys taken off a number of those taxesy such as sales
tax on machinerys inheritance taxe sales taxy et ceterae.
Have we conversely noticed 3eesea jump ineeein corporate sales
or corporate profits?

MRs WILLIAM STOWE:

Welly I think we have stayed eveny we haven't lost any
grounde We have maintained our competitive position with
other statese We wereess.we were years behind when it came
toy for exampley, the machinery and equipment exemption for
manufacturingy thatee..we were a long time coming to that and
we can look any great lakes state andy in facty, any indus—
trial state right in the eye now and compete to.s.e.with them
head to head as far as that exemption is concerned.

SENATOR FAWELL:

All righte. Thank yous Second questions. Andseeand the

1987 tax lawseesl used to be on a board of directors but I no

longer am so I will have to confess my 1ignorancee. Can the
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corporations now take that deduction off in their Federal
Income Taxe S0 in other wordsy if we raisede...if we raised
the corporate taxe would that be ae.eea debit as far as
theeescredit rathery as far as the Federal Income Tax is con—
cerned? Caneeewillese.is that still available?

MRe WILLIAM STOWE:

Your question is whether or not state income taxesSeseo
SENATOR FAWELL:

State Income Tax can beecee
MRo WILLIAM STOWE:

eseare deductible on the Federal Income Tax return.
SENATOR FAWELL:

eeson the Federal Income Taxe.

MR« WILLTAM STOWE:

I thinkeesis that it?
SENATOR FAWELL:

I don®t know the new tax laws and I thought possibly vyou
mighte
MR. WILLIAM STOWE:

Yese Yese They are a deductibleesssthey are deductibles
SENATOR FAWELL:

It willeesit will stillessit will still be deductibles
Okaye Andeseandeesand the last questione Could
WeeeewWoUldesoshow would business feel if we could make some
kind of a tradeoff with the Workmen®s Compe and the Unemploy—
ment Insurancey which is what I hear in my districty which is
basically composed ofe...o0f entrepeneurs ores.or small busi-
nessmen? They mayeeemostly complain about the Unemployment
Insurance and the Workmen's Compe. costs rather than the taxe.
I+ franklys have heard very little aboutsy obviously 1 hear
about the raising of the tax but in the past [*ve.es.Ive
really not heard from them about the present structure of tax
as far as State Income Tax is concernedy but I am constantly

hearing about the cost of the Workmen®s Comp. and the Unem—
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ployment Insurances If we could some way or another make
some kind of a tradeoff, would that help with this whole
package?
MR« WILLIAM STOWE:

I expect that it might.
SENATOR NETSCH:

Senator Schuneman.
SENATOR SCHUNZMAN:

Thankeeethank yous HMadam Chairman. Mr. Stowesy you made a
couple of remarks that prompted some questions for mee First
of alle you raferred to the corporate tax windfall that
might be coming to the State of Illinois as a result of the
new Federal tax lawsy and I think you indicated that thze...the
personal tax windfall would be something in the range of a
hundred million dollarss and there seems to be general agree—
ment about thats but you mentioned another hundred million
dollarsy 1 believey as the corporate tax windfall. Nows I
believe there's some disagreement among the partiess is there
noty as to just what that figure really is?

MRe WILLIAM STOWE:

Welly I don®t know that there's any disagreement. T,
quite frankly, hava never...found anyone who had done any
research in that area until the.sothe Council of State Cham—
bers had just completedeeel got their revisad report Jjust
thisesothis 1last weeke ANd So it'se.eeit’s been passed overys
as a matter of fact; the Economic and Fiscal Commissiony
Teeal believe it's fair to says did not do any analysis of
the corporate increase. The Council of State Chambers did
and they are sayingeseesand I think that probably I should
submit that report For the examination of the Senatey they
are saying that there iss in facty an additional hundred mil—
lion dollars of corporate revenues to be generated, approxi-—
mately the same amounty in fact a 1ittle more according to

their numberse
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SENATOR SCHUNEMAN:

I'MeeeI®m told that thee.esothat Economic and Fiscal appar—
ently has done some work on it and possibly you should get
your report to them andes.and se2 if you can come to some
kind of an agreed numbery because apparently there's a
difference of opinion there. One other question had to
doeesvyou mentioned the increased burden on Illinois business
from the Federal tax law and I think you said something 1in
the range of a billion dollars additional taxese Whateesecan
you describe which taxes are being paid now to the Federal
Government by corporations whose tax rates were reduced that
would result in a billion dollar additional burden on the
Federal Income Tax?

MR. WILLIAM STOWE:

Yese I cane You are quite righty the rate was reduced
and the main beneficiaries of that rate reduction are those
businesses insesfor example, retailersy service businessesy
businesses of that natures Thes.sothe people that are paying
a penalty are those businesses which are so prevalent in
Illinoisy the capital intensive kind of businessesy manufac—
turers who lost the investment credit, for exampley is about
forty percent of tha Federal tax reduction iSeee0r the Fed—
eral tax increasesy I should say...the Federal tax increase is
about forty percent investment credits very substantial loss
in Illinois but it's the capital intensive industries that
were the big loserse
SENATOR NETSCH:

Theeesthank youe The final gquestion from Senator Hudson.

END OF REEL
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REEL #3

SENATOR HUDSON:

Thank yous very muchy, Madam Chairman, 1°'11 try to make
this shorte Hre. Stowey would you summarize for me as
clearly as vyou can the position that the State Chamber is
taking or has taken relevant to these taxes. Is it one of
compromise? I think I know where you stand as to the service
tax. It seems to me that you have come out flatly in opposi—
tion to that. Relevant to the other taxesy is your position
one of compromises 1is it one ofessewellyescereduce them a
little or not at all or what is your position across the
boardy let’s say?

MRe WILLIAM STOWE:

Across the boards the Stata Chamber®s position set by the
board of directors of the State Chamber is In opposition to
any tax increasee
SENATOR HUDSON:

Thank youe
SENATOR NETSCH:

Senator Rigneye. The final questione.

SENATOR RIGNEY:

The Governor says the.e.e.the problem with those who oppose
his tax increase Ise.essyou’ve never told me where you're going
to take that eight hundred million out of the budget. Are
you going to be prepared in the near future to show us where
you're going to piece by piece take out that eight hundred
million dollars?

MRe WILLIAM STOWE:

Noy sirs Senatorsy I don*t believe that we can do that. I
think that that*s the constitutional responsibility of this
Body and there isn't any way that an organization like ourss

viewing it from afars can stand back and says chop here and
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chop theree. I think that there are ways that you can go at
that that will producees..produce the result thates.that is
neededy and I dides.I did mention those. I think that you
have to suggest to the department heads that what®*s going to
happen if you get in July only what vyou got in June,
that*se.essthat's level fundinge And when you get an answer to
that questions you®'ll know whether or not that department can
live within last year®'s budget plus normal growthe There
iSees

SENATOR RIGNEY:

Welly we understandess
MRe WILLIAM STOWE:

eeethere ise.eethere Iis four or five percent normal growth
taking place.

SENATOR RIGNEY:

We understand it*s our constitutional responsibility to
do thisy but T thought maybe you wanted a little input into
ite
MRe WILLIAM STOWE:

Weeeowe?'d be pleased to try to prepare some suggestions
for youe
SENATOR NETSCH:

Thankesethank yous very muchy Mre. Stowee And I think it
would be helpful if you would make available that one study
to us so that we could take a look at it. All rights Sena—-
toressthank vyoue Thateeethat is the last witness for which
we have timee. Senator del Valle moves that the Committee of
the Whole do arisey seconded by Senator Smith. All those in
favor say Aye. Opposed Nos The Committee of the Whole now
arisesa
PRESIDENT:

Senator Netsch has moved that the Committee of the Whole
arisee All in favor of that motion indicate by saying Ayees

All opposede The Ayes have ite The motion carries and it is
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so orderede Further businessy further announcements? Sena—
tor Jones.
SENATOR JONES:

Yesy thank yous Hr. President. To all those who are
ineceein ear shoty the Insurancey License and Pension Commit-
tee will meet in Room 400 at exactly six—ten. HWe will only
hear the pension bills thise..e.this eveningy so 1 suggest that
the membership be there and all those persons who have bills
toe...want to appear before committee be there at six-ten,
Room 400.

PRESIDENT:

All righte
SENATOR JONES:

Pension bills onlye.

PRESIDENT:

Insurances Pensions and Licensed Activities for the pen—
sion bills in Room 400 at six—ten. Senator Carroll has indi-
cated that the Committee on Appropriations I will meet in
Room 212 very shortlyy quicklys immediatelys. No further
business to come before the Senatey Senator Smithe...Senator
Hall will move that the Senate stand adjourned until Tuesdays
May 5y tomorrowe at the hour of one o*clockeseone o*clock

tomorrow afternoons
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