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HARVEY PENSION CRISIS LEADS TO MASS 
LAYOFFS
by Adam Schuster APRIL 11, 2018

“While an extreme case at the moment, Harvey is a 
harrowing sign of things to come for local governments 

across the state, where residents are increasingly seeing 
pension costs crowd out core services.”













But there are issues as squeezy demonstrates





Possible Solutions?.?.?.



Tier 2 Pension





Raises the retirement age to 67 
with 10 years of service for full 
retirement. Some retirement 
plans currently allow full 
retirement at age 55 or even 
lower.



Limits the maximum pensionable 
salary to the 2010 Social Security 
wage base of $106,800. Previously 
there was no limit to the salary from 
which a worker could draw a pension 
for any of the pension plans included 
in the reforms.



COLA will be the lesser of 3% or 
½ of inflation—except for 
General Assembly and Judges—
and for all plans will only be 
applied after age 67.



Ok?.?.? What Else?



Chicago Park District Pension Reform Bill

Beginning January 1, 2015, the deduction
shall be 8% of salary. 

Beginning January 1, 2017, the deduction shall be 9% 
of salary. 

Beginning January 1, 2019, the deduction shall be 
10% of salary. These contributions shall continue







Consideration Plan

Let us take a gander...







Let’s look at the facts...



Analysis by Gino L. DiVito and John M. Fitzgerald:

“…[T]he Cullerton proposal would force upon pension system 
members a choice between two diminishments of their 
constitutionally protected pension rights. The fact that a 
‘choice’ is offered does not matter. Either ‘choice’ would be a 
pension diminishment and a violation of the Pension 
Protection Clause of the Illinois Constitution. 



Analysis by Gino L. DiVito and John M. Fitzgerald:

As the Illinois Supreme Court has explained, ‘once an individual 
begins work and becomes a member of a public retirement system, 
any subsequent changes to the Pension Code that would diminish the 
benefits conferred by membership in the retirement system cannot be 
applied to that individual.’ In re Pension Reform Litigation (Heaton v. 
Quinn), 2015 IL 118585, ¶ 46; see also Kanerva v. Weems, 2014 IL 
115811, ¶ 38; Jones v. Municipal Employees’ Annuity & Benefit Fund 
of Chicago, 2016 IL 119618, ¶¶ 36-47.



Analysis by Gino L. DiVito and John M. Fitzgerald:

Applying this constitutional rule, our courts have repeatedly invalidated 
amendments to the Illinois Pension Code that would change the 
calculation of a pension system member’s pensionable salary so as to 
diminish that member’s pension benefits. In Heaton, the Illinois 
Supreme Court invalidated legislation which, among other things, 
‘cap[ped] the maximum salary that may be considered when 
calculating the amount of a member’s retirement annuity.’ Heaton, 
2015 IL 118585, ¶ 27 (describing P.A. 98-0599).



What About Constitutional 
Conventions? 



“Membership in any pension or 
retirement system of the State, any 
unit of local government or school 
district, or any agency or 
instrumentality thereof, shall be an 
enforceable contractual relationship, 
the benefits of which shall not be 
diminished or impaired.”



On November 4th, 2008, the 
voters of Illinois decided, as they 
do every twenty years, on 
whether or not they wanted to 
hold a constitutional convention 
to propose amendments to the 
Illinois Constitution.











“Ok you greedy city worker, do 
you have anything to offer?” 



Politicians are the same all over. 
They promise to build bridges 
even when there are no rivers. 
Nikita Khrushchev



There’s no such thing as a perfect politi...

























Pensions are the long game



NCPERS: Economic Loss: The Hidden Cost of Prevailing Pension Reforms



NCPERS: Economic Loss: The Hidden Cost of Prevailing Pension Reforms



NCPERS: Economic Loss: The Hidden Cost of Prevailing Pension Reforms







Pension funds help to fuel our economy. 
Spending by retirees stimulates local 
economies, and pension assets are an 
important source of capital for businesses and 
start-ups. A recent study by the National 
Institute on Retirement Security (NIRS) shows 
that every dollar paid in pension benefits 
creates $2.21 in economic output.
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