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GROWING ECONOMIC INEQUITY
AND THE GREAT RECESSION
A spike in economic inequality preceded the Great Recession. By 2007, the
country’s top 10 percent of earners controlled 50 percent of total income,
exceeding even the concentration of income in the late 1920s.2 Such growing
inequality and stagnation reduced the cushion that could have helped families
make it through the downturn.
The Great Recession caused the biggest job loss of any postwar economic
downturn, with high unemployment persisting.3 As of 2009, foreclosures were
projected to cost 92 million neighboring homeowners across the country an
average $20,300 in property value loss over the 2009 to 2012 period, with a total
national loss estimated at $1.86 trillion.4
The recession has hit communities of color especially hard. From 2007 to
2009, Black and Latino borrowers, respectively, were 76 and 71 percent more
likely than whites to experience foreclosure.5 Income loss for the median African
American family was double that for white families — a 4.4 percent versus 1.6
percent decline in real median income.6
Across the country, state lawmakers have chosen cuts over raising adequate
revenue. Illinois lawmakers have also prioritized cuts. While the Legislature
did pass a revenue package, the package fell short, and the Legislature also
slashed funding to nearly every category of general fund spending.7 And,
despite projected future shortfalls, the Legislature is considering rolling back the
corporate tax rate, which would add another $770 million to the revenue gap.8
Meanwhile, Illinois’ tax system historically has let the state’s wealthiest
residents off the hook for contributing to a prosperous economy from which all
can benefit. As of 2009, an Illinois family in the middle fifth of income-earners
paid 10.1 percent of their income and the poorest families in the state paid the
greatest portion of their income toward state and local taxes, at 13 percent,
after federal offsets. Meanwhile, the top 1 percent of Illinois income-earners,
who make an average of $2.1 million, paid just 4.1 percent.9

THE RIPPLE EFFECT OF BUDGET CUTS
Cuts to state budgets ripple throughout the economy. Public sector and
nonprofit workers who lose their jobs, experience furlough, or have their wages
frozen have less discretionary income to spend at local businesses. The same is
true with individuals who have their benefits cut or businesses that lose income
from government contracts.
The cuts are then felt by Main Street and others businesses that suffer from
suppressed demand and consumption. With fewer customers and less revenue,
these businesses refrain from hiring new workers, or they have to cut employees
or their hours. In other words, the decline in public spending ripples in the
private sector and harms economic activity and jobs.
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