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The Reckoning: MINNESOTA CONFRONTS ITS BUDGET CRISIS
BY BAIRD HELGESON

The question hits Anne Norris most during quiet times, like when she's driving home or
relaxing on the weekend.
Where will the money come from now?
Norris is the city manager in Crystal, a suburb northwest of the Twin Cities stung by
declining state aid and trying to solve budget troubles by combining countless services with
neighboring towns -- from its fire department to its computer system. It also has cut back snow
plowing, closed ice-rink warming houses and wiped out free park events.
"It's gut-wrenching and heart-wrenching. It stresses me out," she said. "We've stripped
away everything that isn't essential."
It's still probably not enough, either.
The tension haunting Norris is rippling across Minnesota as a fateful year begins. Big
cities, small towns, business interests, schools and public agencies that serve millions of
Minnesotans are all bracing for a reckoning on the state's financial predicament.
Starting this week at the State Capitol, a new governor and new legislative leaders will
attempt to dig Minnesota out of the $6.2 billion budget hole that it faces over the next two years
-- and only exceedingly difficult decisions loom.

Over the past few years, as a long, punishing recession sapped the state treasury, state
leaders have tried to stop the financial bleeding with an assortment of Band-Aids, from
payment delays to one-time federal windfalls of cash. Now that bag of tricks is just about
empty. The easy and not-so-easy cuts already have been made.
"If we are not on the precipice of the abyss, we are at the very least on a very long
slippery slope," said Edward Foster, a retired professor of economics at the University of
Minnesota and a member of the Minnesota Council of Economic Advisors. "We are at the point
-- and we have been for several years -- where the state has to deal with the problems
completely or they will get bigger."

High stakes, hard choices
Minnesota's financial problems are part of a larger budget crisis swamping states from
California to New Jersey, where massive cuts in bedrock government services, waves of
layoffs and even bankruptcy filings are being contemplated.
The situation here does not appear quite that dire, despite the state's enormous deficit,
because Minnesota's unemployment rate is more than 2 percentage points better than the
national average. The state's prized credit rating also has held firm, so far.
But few doubt the gravity of the budget perils that Minnesota is facing. Or that there's a
painless remedy.
What's more, the state's budget turmoil is reaching a critical juncture just as Minnesota's
political landscape has been transformed.
Mark Dayton, the first DFLer elected governor in 24 years, will be sworn into office on
Monday. The next day, Republicans will be installed as leaders in both chambers of the
Legislature for the first time in four decades.
Dayton, who campaigned on the pledge to help solve the state's budget troubles by
raising taxes on high earners, appears headed for a collision with GOP legislators who are
vowing instead to cut back state spending -- 65 percent of which goes to education and health
care.
Whatever decisions get made will likely affect local governments around Minnesota,
many of which rely on state aid to help keep a lid on their property taxes.
It is an unfolding drama with endless dilemmas, high stakes and hard choices.
The prospect of higher taxes, for example, is alarming some business leaders, who say
that Minnesota is already losing its competitive edge to neighboring states where workers are
cheaper, taxes lower and community leaders more eager to cut deals to lure new businesses.
On the other hand, the prospect of more cuts to the state workforce or services is
stirring dread, too. State government is Minnesota's largest employer. Lop off thousands of
jobs, and it could hurt the state's wobbling economy.
Meanwhile, vital institutions such as courts and schools say they already are reeling
from prior cuts. Nearly a dozen school districts, for example, have shrunk their week to four
days to save money. Class sizes are also growing, and money for supplies is scarce.
Then there's the big conundrum of health care. With more Minnesotans stuck without it,
legislators will be under renewed pressure to look at the soaring costs of health services paid
by taxpayers. But Minnesota's baby boomers -- a powerful voting bloc -- are nearing retirement
and expecting more health services, not fewer.

Missteps could be costly
Wall Street is watching the state's $6 billion budget problem closely, too.
Minnesota maintains one of the best credit ratings in the country, but a misstep could
drag down the state's bond rating and add million of dollars in interest to taxpayer-backed
projects, like a new Vikings stadium, college science buildings or local fire stations.
Last summer, Moody's Investors Service, a premier credit-rating agency, warned that
Minnesota's reserves have dropped to nil and that the state is relying too heavily on one-time
budget fixes.
"We are now at a point where we have to find a solution," said Jim Schowalter, now
deputy commissioner of the Minnesota Office of Management and Budget and Dayton's pick to
lead the agency.
The looming drama at the Capitol could deeply alter the level of services that
Minnesotans have long expected government to provide. Once a flush government fueled by a
demanding constituency, the state is an increasingly gaunter version of its former self.
Freeways are grubbier. Want to travel in the fast lane? It'll cost you extra in some
places. Wheel-eating potholes mark roads that a few years ago were table-top smooth. Even
some of the stonework is crumbling at the state's architectural gem, its 105-year-old Capitol.
In many Minnesota communities, building permits are now taking longer, court
proceedings are getting delayed for months because of staffing cuts, restaurant inspections
have fallen off and neighborhood crime-prevention programs have dried up.
"There's this gradual chipping away at the quality of life over the last decade," said Dan
Dorman, a former Republican legislator who is the executive director of the Albert Lea
Economic Development Agency.
Local officials now have the arduous task of trying to balance their budgets while
keeping property tax increases at bay, without damaging the very reasons that people want to
live in their communities.
Frustrated residents are showing up at budget hearings around the state, often
demanding lower taxes and better government services.
Minneapolis residents packed a budget hearing in December to plead with city officials
to back away from another proposed property tax hike. The property tax level in the state's
largest city has risen every year since 2002, and city officials say declining state aid is partly to
blame.
In the central Minnesota town of Alexandria, some residents erupted when officials
proposed a modest spending and levy increase.
Ed Rooney, owner of the Cowing
Robards retail store there, was so upset he
attended a town hall budget meeting. He
couldn't believe what he called the gall of city
officials to pencil in more spending while so
many businesses and families were barely
breaking even.
"We see the squeeze coming," Rooney
said. "But we are having a really tough time.
We can't just raise our prices. We don't know
what to do."

Forecast: More cuts
With little appetite for higher taxes among legislative leaders, more cuts in state
spending are likely on the way.
Communities statewide are looking
at reducing the number of police officers
and fighters they have, slashing library
hours and putting off street repairs -reductions that officials say they could not
have fathomed five years ago.
More than 4,000 government jobs
were lost in Minnesota over the past couple
years, and hundreds more public workers
could be pink-slipped this year.
In cities such as Faribault, cuts
already have ranged from big moves such
as merging government departments to
reduced services for residents, such as
rounding up stray cats or helping people
who are locked out of their cars.
"There's a lot of tension," said Mankato City Manager Pat Hentges, whose community
has imposed furloughs, reduced library hours and cut back on training for firefighters.
As the state's budget problems intensify and stay unresolved, city officials are getting
stuck in a delicate, politically volatile position, Hentges said. Do they pull back on snow plowing
to save a police officer's position?
"We worked plow drivers to the absolute limits" after the last blizzard, Hentges said.
"But then we could have a small crime spree, or vandalism, and people expect to put all their
resources to those things."

Slipping into recession
Minnesota began its descent into recession in the early 2000s, even as state spending
continued to creep up.
In 2005, the housing bubble burst and the economy tumbled. Home prices sank, taxes
lagged and the state burned through reserves, delaying payments and shifting money among
accounts to keep up. Last year, it forced school districts with reserves to lend money to the
state.
Now, the state is still so tapped out it may need to do short-term borrowing to pay bills.
Meanwhile, the economy is stuck worse than a beater in a snowbank. A year after the
latest recession ended, economic growth remains weak. Good jobs are scarce and
foreclosures still plentiful.
Economists see no easy path to the kind of robust economic growth that would flood the
state treasury with new revenue. They say the skills of many unemployed workers no longer fit
employers' needs. Some people willing to move for work can't because their homes are not
selling or they are owe more on their mortgages than what their houses are worth. At the same

time, many banks are unwilling to lend. Without credit, businesses can't expand or hire new
workers.
But some still see reason for at least a glimmer of optimism.
The state's credit rating is intact. Its health care, tourism and service sectors are on the
rise.
"What we've seen is that the state's economy can bounce back pretty quickly and refill
its reserves," State Economist Tom Stinson said.
He cautioned, however, that his assumption is built on elected leaders who are willing to
balance the state budget without the payment delays or additional one-time remedies that
outgoing Republican Gov. Tim Pawlenty and the DFL-controlled Legislature have relied on.

Uncertain landscape
Veteran legislators from both parties are predicting a giant headache as the session
opens Tuesday.
"The promises of fiscal responsibility ... are the right thing to do, but putting the bill
together can be starkly more difficult," said outgoing state Rep. Randy Demmer, R-Hayfield.
Local officials don't know how much more uncertainty they can take. Some say they fear
the Legislature might cave to pressure to phase out all the aid that the state sends to local
governments.
In Albert Lea, that drastic step would mean the loss of $5 million -- a full third of its
annual budget.
If the city closed all of its parks and library, and stopped all miscellaneous spending,
that would save $3.6 million. Merging the police department with the local sheriff's office and
switching to a volunteer fire department could get them closer.
Some city officials around the state compare what they are going through to an
economically strapped family switching from two cars to one. You can still get to work and take
the kids to practice, but it's a major hassle.
"It's been tighten the belt, tighten the belt, tighten the belt for eight years," Worthington
Mayor Alan Oberloh said.
The southwestern city of 12,000 is down one police officer. When city officials needed to
replace a worn out firetruck recently, they were stunned to learn they didn't have the money for
a new one. They bought a used one instead. Two years ago, they sold off their prized
community hospital.
Oberloh said he is preparing residents for life without many of the government services
they have come to expect.
"It could get to the point where it is never the same," he said.
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BALANCING COST OF CARE
Cuts mean many disabled Minnesotans get less help with at-home care
Lance Hegland got out of bed the way he always does. A personal care assistant rolled
his limp body back and forth, working a sling underneath him, then cranked him aloft in a hoist
and lowered him into a motorized wheelchair. Hegland, who is 38 and has muscular dystrophy,
will endure almost anything to avoid going to a nursing home. What he may not overcome are
recent cuts to state-paid personal care assistance, known as PCA.
Allegations of billing fraud in a 2008 legislative audit and a 164 percent increase in
spending from 2002 to 2007 made PCA an easy target for officials trying to reduce state
spending. But the strategy to control a runaway program also eliminated crucial services to
hundreds and reduced services to thousands of Minnesotans with disabilities. More severe
cuts loom as the state confronts a $6.2 billion deficit and has nothing but hard choices left to
erase it.

By July, nearly 2,600 Minnesotans with disabilities -- roughly half of them children -- will
no longer qualify for state payments for care assistance, which allows them to live at home.
Another 6,000 people younger than 65 are expected to have services reduced. In addition,
thousands of low-income senior citizens with disabilities -- the state can't say how many -- will
have PCA cut or ended.
Hegland is an example. With
virtually no use of his legs and arms,
he once qualified for 22 hours a day
of personal care. New state rules cut
him to 18. "If I lose one more hour
per day of PCA, there's a chance I
might have to go to a nursing home,"
Hegland said. "If my hand falls off my
controller, I'm stuck for hours in my
wheelchair in the middle of my
apartment. What am I supposed to
do, sit around and urinate on
myself?"
For Hegland, who has earned
bachelor's and master's degrees,
PCA is the difference between living productively and being warehoused. For taxpayers,
balancing the budget by cutting services to those with disabilities could backfire. On average,
advocates say, nursing homes cost three times more than PCA.
"We made cuts that are going to harm people's lives," admitted state Sen. Tony Lourey,
a chief author of the 2009 legislation that cut access to PCA. Lourey, a DFLer from Kerrick,
said he helped write the 2009 law to stop more drastic cuts by Republican Gov. Tim Pawlenty.
"People are not being served in the manner I'd like to see," Lourey said. "We were under
pressure to cut, and these people had no voice. We need people to talk about this."

'Promises we couldn't keep'
Whatever discussion occurs will take place in a Legislature newly led by Republicans
vowing to cut services rather than raise taxes. An array of Minnesota programs aimed at
helping those in poor health or with other needs will face fresh scrutiny, and the government's
role in their lives could be redefined.
Rep. Jim Abeler, a Republican who is the House health committee's incoming chairman,
promised to reassess every program, including PCA, to determine what is "essential, important
and nice." But he added: "Human services have been growing at unsustainable levels. I think
we made some promises we couldn't keep."
Officials at the Minnesota Department of Human Services say that rule changes for
PCA will match people with disabilities to more appropriate sources of care and help regulate a
system once vulnerable to fraud. State officials say PCA grew too large, ballooning from $153
million in 2002 to just over $400 million in 2007. A 2008 audit identified allegedly fraudulent
billing, including 400 cases in a single month where the state paid care assistants for working
more than 24 hours in a day.

No one disputes that the 2008 PCA audit found abuse. What the audit did not address
was whether Minnesotans with disabilities received help they did not deserve. In one case, the
state recently told a 92-year-old woman who had been hospitalized twice in the year before her
reassessment that she needed less personal care. "Sometimes," her daughter wrote in an email, "the bureaucracy gets in the way of common sense."
Started in 1977, PCA was "a consumer-driven program developed by people with
physical disabilities who wanted to have more control of their lives," said Loren Colman, an
assistant state commissioner of human services. "The program has grown to try to
accommodate more people with more problems."
Colman says county programs are better suited than personal care to help those with
developmental disabilities and mental illness.
But county waiting lists to help those with developmental disabilities totaled 3,858 in
November 2009 and has grown since, said Anne Henry, an attorney with the Minnesota
Disability Law Center. Long waiting lists also exist for other PCA alternatives. The result,
according to Henry, is a Catch-22 where the state cuts people off PCA or reduces their hours
of care when programs that might better serve them have little or no room to take them.
Meanwhile, Lourey and others involved with the changes say the governor and
legislators were not thinking about improving health care when they passed laws cutting PCA.
"To be brutally honest, the reason we did this was to save money," said Rep. Larry
Hosch, DFL-St. Joseph, who like Lourey reluctantly sponsored the House bill cutting PCA in
order to minimize the pain. "We are trying to balance the budget on the backs of some of our
most vulnerable citizens."

'I can't maintain her'
The registered nurse sobbed as she described her 9-year-old adoptive daughter's third
hospitalization since Minnesota cut the disabled child's personal care assistance by 65
percent. The child suffers from rages brought on by fetal alcohol spectrum disorder. She had
gone on yet another hourlong rampage, hitting and scratching herself and hitting, kicking and
biting her mother while screaming and trying to destroy everything in her path.
"I adopted her when she was a baby," the nurse said as she wept. "The agreement was
that there would be some state help if there was something wrong with her. Now, I can't
maintain her in my home."
The woman didn't want her name printed to protect her daughter's identity.
The child's behavior no longer qualifies for monitoring by a personal care assistant.
Instead, the state recently placed the child in a group home that will cost taxpayers tens of
thousands of dollars more per year than PCA.
"We were managing her at home with the personal care that we had," her mom said.
"The people making these cuts have no idea how this trickles down to affect the children."
State officials promise to find other programs to offset reductions in PCA. But advocates
say alternatives have also been trimmed.
"I think some people will just be cut off," Henry said.
In rural areas, PCA cuts have created logistical problems that leave some people hardpressed to use what hours of care they have left. Billy Corbin lives in an isolated area 200
miles north of the Twin Cities. Having broken his neck twice, Corbin lacks feeling in his feet
and hands. He needs help dressing and bathing. He can't cut up food.

He also can't get as much care assistance as he used to. The state cut Corbin's PCA
from 4.5 hours per day to one hour per day. They might as well have taken it all, he said.
"Nobody's going to drive out here to work one hour a day."

No choice but group homes?
While many people already suffer, Henry predicted that the number will rise dramatically
after July 1, when those with behavior problems related to mental health and those who need
help carrying out only one "activity of daily living" will no longer be eligible for PCA. Most of
those losing coverage will be children.
In Coon Rapids, Carol Olson's 15-year-old son, Mark, suffers from developmental
delays, attention deficit disorder and seizures. He's had open-heart surgery. Yet a new PCA
reassessment found that he needed fewer hours of care.
"Our son at one time got six hours of help a day," said Carol Olson. "Last year, it went
down to four hours a day. Now, it's down to three hours a day. I assume that next year he
won't get any services. What's going to happen is you're going to force kids into group homes."
State officials insist they will find ways to keep that from happening. They point out that
as of Aug. 31, reassessments have increased personal care hours for 3,928 of 15,336 clients
who were queried; another 3,091 saw no change in services. Still, people being shed from the
program and those having service hours cut continue to rise. In addition to 515 people with
disabilities who lost all PCA from December 2009 through August, another 336 new applicants
were denied service and 4,368 had services partially cut. After July 1, state officials expect to
eliminate services to another 2,000 people under 65. Meanwhile, thousands of senior citizens
in managed-care plans will lose some or all PCA.
Pawlenty's budget proposed to remove nearly $121 million from PCA between fiscal
years 2010 and 2013. The Legislature reduced that figure to $81.6 million over the four-year
period. The governor then used an unallotment to increase the cuts another $2.1 million. Right
now, the state intends to save $83.7 million by the end of fiscal 2013.
The monetary impact will be at least double that amount, the Disability Law Center's
Henry claims, because each state dollar that gets cut reduces a matching Medicaid dollar from
the federal government.
If PCA cuts force many people into more expensive institutional living, advocates say
the reforms will be lose-lose.
Parents who adopted children with disabilities feel especially betrayed.
"These adoptions are predicated on the assumption that you would get these services,"
said Becky Gawboy of Tower in the Iron Range. With her husband, Gawboy adopted 12
disabled children, many of whose mothers abused alcohol. "We lost about 300 hours a week
[in PCA reimbursements]. We used to have someone here at night because one of the effects
of fetal alcohol syndrome is that they don't sleep. Now, we sleep with a baby monitor to listen
to the kids, which means we don't sleep."
Hundreds of miles away, a southern Minnesota mother of four disabled adoptees
echoed Gawboy's frustration.
"I have a 16-year-old son with Down syndrome, fetal alcohol syndrome and autism, who
is severely mentally delayed," said the woman. "He had 10 hours a day of personal care. They
cut that down to five hours and 15 minutes. It's the new assessment. He can get his own food

in his mouth. He can't cut food or know how much to put in his mouth. But as long as he can
get food in his mouth, he doesn't get any points."
The woman also has a 13-year-old adopted daughter with fetal alcohol spectrum
disorder. The state cut her PCA hours from 10 a day to 3.7. The child's behavior that the state
no longer treats includes what her mother calls "raging."
"She'll throw things," the mom said. "She'll kick and bite and pull hair on others. She has
pulled her braces off of her teeth. It can go on for a couple of hours, but it doesn't count for
PCA."

Cutting back on her hours
Dannielle LeClair is 22
years old but functions as a 2month-old. She contracted viral
meningitis in the first week of her
life and entered into a nearvegetative state. But her father
and stepmother, Mark and Belinda
LeClair, have kept her at home
since her dad got custody when
she was 3.
Now, the state has decided
that the disabled woman from
Ham Lake qualifies for fewer PCA
hours.
"They changed the way
public health nurses can assess
patients and they put caps on how
much time [clients can get] for
each kind of service," Belinda
LeClair said.
The LeClairs are thankful for whatever state aid they get. But in reducing personal care
assistance, they said, Minnesota has heaped stress on families and pain on those powerless
to change their circumstances.
PCA cuts, said Mark LeClair, "are hurting the people who need help the most."
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COURTING DISASTER
A money squeeze is causing lengthy delays statewide and raising the risk of justice
denied.
Over the two long, painful years it took for her case to get to trial, the 16-year-old victim
of a rape in a Rochester hotel room had steeled herself to testify against her assailant.
But her crucial testimony kept getting delayed. By the time the day finally came, she
backed out, tired of reliving the harrowing night for so long.
"I was sick of having to wait,'' she said, "and thinking it would be over.''
Olmsted County prosecutors had to dismiss the charges. County Attorney Mark Ostrem
was livid. Delays at the beleaguered courthouse had let another criminal off the hook. "We've
got an untreated sex offender out there,'' Ostrem said. "This person is out there walking around
completely scot-free.''
The wheels of justice are grinding slower and slower in Olmsted County -- and across
Minnesota.

Counties are short of judges. Public defenders are overbooked. About 250 court
positions around the state are vacant. Paperwork is stacking up. It's taking longer to file orders
for protection, get divorced, collect debts, even contest traffic tickets.
And with Minnesota now facing a $6.2 billion deficit, the prospect of any more state cuts
is chilling to court officers.
"I cannot overestimate the importance of this issue," said Supreme Court Chief Justice
Lorie Gildea. "The success of our democracy depends on a vibrant, fully functioning justice
system ... We can't put the people in prison that we're afraid of if we don't have an adequately
funded justice system."
Her fears are not lost on at least one key lawmaker, who says legislators need to
prioritize the core service of courts over other spending projects that aren't necessities.
"I honestly believe that it's at a tipping point," said Sen. Warren Limmer, R-Maple Grove,
chairman of the Senate Judiciary and Public Safety Committee. "I've been warning the
Legislature about this for roughly five to six years ... We are fast moving toward a potential
constitutional crisis if we do not adequately fund our courts."
Court officials say what's unfolding is far more than a story of hassles and delays. They
see higher and higher stakes.
Just last week, the state appeals court threw out a robbery conviction because the
defendant didn't get a speedy trial, as he had requested. The case took nearly 22 months to
reach trial, and part of that delay was blamed on the court's busy calendar. The appeals court
said some of the delays were likely the "undesirable consequence of the budgetary constraints
on our judicial system."
In early 2009, the appeals court threw out a woman's conviction for assaulting a police
officer in Ramsey County, also for lack of a speedy trial. Her trial had been rescheduled and
continued at least 30 times.
In Olmsted County, in the southeast corner of the state, the felony calendar backlog is
now nearly twice as long as it was a decade ago, the court administrator estimates. Felony
defendants bailing out of jail this month will be scheduled for trial 14 months from now. In the
rape case, it took the court 11 months to schedule a trial, then attorney delays and a court
rescheduling put it off for another year. The county is in need of
two more judges and more public defenders.
Ostrem, the county attorney, said he also sees cases of
defendants committing more crimes during the long wait for trial.
"It's having a dramatic impact on public safety, Ostrem said.
Unlike state agencies, which can cut back on services, the
courts can't legally turn cases away.
In all, the Legislature and governor took away $19 million
in court appropriations since 2008 -- 4.4 percent less than
originally appropriated.
Courts are almost entirely funded by the state. Almost all
the money courts take in -- fees, fines, copying charges and other revenue -- is handed over to
state and local governments. The Legislature appropriates money to the courts.
With 85 percent of court budgets going to personnel costs, rising rates for health care
and other benefits have strained the system. The number of cases has not played a major role,
administrators say, but the complexity of those cases -- such as more use of DNA evidence,

interpreters and psychological evaluations -- means the work can take more time and is more
expensive.

Finding ways to cut costs
Court administrators have tried to make things more efficient in lean budget times. They
have streamlined paperwork and made better use of computers and video conferencing.
Traffic violators can now pay tickets online; processing is handled at a central location rather
than 87 counties. Many processors work from home. Administrators are making it easier for
attorneys to file lawsuits on a computer and for police to submit citations online, saving staff
time.
Public service counters in more than half the state's judicial districts are now closed a
half day each week, giving workers time to catch up on paperwork.
About 100,000 court appearances have been eliminated each year. Some crimes that
once required a court appearance -- such as driving after revocation and driving with an open
bottle -- are now treated like traffic tickets, with payable fines.
Judges and court employees are on a two-year pay freeze. Workers have taken
voluntary unpaid leaves and furloughs. Seventeen have been laid off.

Delays cause problems
Prosecutors complain that the longer a case drags on, the higher the possibility that
witnesses move or disappear. The Olmsted County attorney's office cited at least eight major
cases since late 2008, mostly domestic assaults, where they had to dismiss charges because
witnesses or victims relocated or otherwise became unavailable.

In some places around the state, it's taking longer for court clerks to process default
judgments, leaving creditors unable to collect. Reviews of conservator accounts are also
lagging in some counties, jeopardizing the safety of the protected person's money.
At one point in Ramsey County last year, it took 90 days to process an order to pay
child support, when normally it takes 45. And late last year, appointments to file emergency
orders for protection -- designed to stop someone from physically harming someone else -took more than a week instead of a day or two.
Such delays trouble the state's chief justice, who has given dozens of speeches in a
campaign to fund the judiciary.
"I lie awake at night worrying about the woman who needs an order for protection and
can't get it on time, the arrest warrant that doesn't get issued on time, the trial that doesn't
happen on time," Gildea said.

A divorce case lingers
Delays in what some consider less urgent
matters are proving troublesome, too. When
Gennett Pike filed for divorce in Olmsted County
in early 2008, the first trial date was scheduled 13
months later. When that date came, the case was
delayed another five months to make way for
higher priority cases.
Meanwhile, the couple's contentious split
resulted in more arguments.
"When a case takes this long to get
resolved, there's many little issues that come up
along the way, therefore there's more opportunity
to go back to court to fight about them," said
Pike's attorney, Jill Frieders.
The main issues in the case took more than two years to resolve, twice as long as
usual, she estimated.
Pike said the slow-moving court docket left her with extra anxiety and expense. Custody
of the couple's three children went undecided. Pike, living in an apartment, felt stuck
financially.
"You still owe on the mortgage, you know, all the bills ... you can't change your
insurance, you can't change your beneficiaries ... You're totally just still tied to this. There's just
no moving on," Pike said. "It's extremely stressful."

Overworked public defenders
In criminal cases, it's not only the courts causing delays. Most defendants are
represented by public defenders -- another group providing constitutionally mandated service
that has gone underfunded for years. Minnesota public defenders average about 769 case
units a year, up from 746 in 2009 and almost double the number recommended by the
American Bar Association. When public defenders are overbooked, the whole system slows
down as judges, prosecutors and defendants are forced to wait.

In Dakota County, public defender Susan Elias bounced among three courtrooms one
recent Monday morning. She was scheduled to be in each courtroom at 9 a.m., representing
five clients, three of whom she had never met.
When Judge Joseph Carter's courtroom appeared busy, she headed toward the door to
go to another. Carter stopped her on the way out. "One of our problems is keeping everybody
in the same spot," Carter said.
In Fillmore County, a judge is considering a contempt of court order against a public
defender and his boss for choosing a scheduled trial in Olmsted over a scheduled trial in
Fillmore last September.
Defender Richard Smith helped defend a gross
misdemeanor drunken driving and misdemeanor assault
case in Olmsted County because the defendant requested a
speedy trial and his lawyer was inexperienced. So Smith
didn't show up for a felony criminal sexual conduct case in
Fillmore, telling the court that besides the timing conflict, he
hadn't had time to adequately prepare the case. Smith and
his boss, Third Judicial District Chief Public Defender Karen
Duncan, are fighting the contempt case.
In Steele County, Judge Casey Christian praised Duncan for "candidly and
courageously" admitting her office was understaffed when Duncan filed motions in more than
40 cases to rescind the appointment of public defenders, saying she did not have enough
attorneys to provide adequate representation. Christian ordered Duncan to hire private
attorneys for those cases. The state Board of Public Defense wound up using $30,000 of a
$500,000 emergency fund to pay for those lawyers.

'Back to the basics'
To stave off more reductions in service, court advocates are looking at ways to boost
revenue. The Supreme Court is deciding whether to extend an increase in attorney registration
fees to help fund public defense. Another possibility includes a tax on legal services.
Some of the county's 87 courthouses could be closed as part of a consolidation. More
court appearances could be conducted through interactive TV. Expensive drug courts, widely
believed to save money in the long run, could also be vulnerable.
Others say de-criminalizing more low-level crime -- making them payable tickets -- is
another option.
The judiciary, which consumes about 2 percent of the state's overall budget, is not a
department in state government, Limmer pointed out. It is a branch of government with
responsibilities outlined in state and federal constitutions.
"We really need to get back to the basics of what is government supposed to do," he
said.
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MONEY WOES TEST FUTURE OF SCHOOLS
State's hardest-hit districts see need to overhaul funding system
Mindy Lattimore got nothing but blank stares from her students when she brought her
Class of '96 letter jacket to school. Lattimore graduated 15 years ago and since then six of the
activities that she earned patches for, including marching band and drama club, have ceased
to exist at North Branch High, in one of Minnesota's hardest-hit school districts.
The programs have gone away one by one as voters turned down seven straight
referendums aimed at easing the money crunch along the Sunrise River 45 miles north of the
Twin Cities. Lattimore's old school on Main Street is being demolished. The school week for
3,500 students was slashed to four days. But to Lattimore, nothing sums up the impact of the
$13 million in budget cuts the district has endured over the past eight years better than the
"gut-wrenching'' experience of trying to explain her letter jacket to her English students earlier
this school year.
"Instead of having more for the next generation, we live in a society where it's suddenly
OK to have less," she said.

Education funding makes up nearly half of the state budget that is facing a $6 billion
projected shortfall, but school districts such as North Branch argue they've already cut to the
bone.
"We're at a time now where there
are no more escape hatches," said Brad
Lundell, director of Schools for Equity in
Education, a group of 58 districts
threatening to sue the state if funding
inequities aren't fixed this year.
Poorer districts in other states, such
as Kansas, have gone to court and won.
Minnesota's system survived a legal
challenge nearly 20 years ago during
easier budgetary times. But that 1993 state
Supreme Court ruling also said that every
student has a fundamental right to equal
education. But how is that possible when
the money's dried up?
The answer to that question will directly affect the state's more than 830,000 students
and 52,000 teachers.
A new cast of political players will decide the issue. Gov. Mark Dayton taught school 40
years ago and has vowed to stand between the ax and education funding. But the Republican
takeover makes the Legislature less beholden to the once-powerful 70,000-member teachers'
union, which historically endorses DFLers.
U.S. Rep. John Kline, R-Minn., who sits on the House Education Committee, calls it "a
very, very tough climate to increase funding on anything anywhere."

A two-tiered system
Minnesota is becoming an increasingly two-tiered education system. Ninety percent of
districts have received voter support for higher school levies, while others, such as North
Branch, struggle in part because they lack businesses to augment their property tax base. That
puts more of the burden on individual property taxpayers, who keep voting no to increased
taxes.
"Some districts are going up to the plate with big 40-ounce bats," Lundell said, "while
other districts often times have that little souvenir bat."
Rep. Pat Garofalo, R-Farmington, the new chairman of the House Education Finance
Committee, says Minneapolis, St. Paul and Duluth have cashed in on their political power for
30 years to get more generous funding.
"This was set up to suck money from one part of the state and drop it into another,"
Garofalo said. "A place like North Branch is getting ripped off by the school funding formula,
paying into a system and the money is not coming back to their students. They're getting their
clocks cleaned from a state that is not funding education in a fair and equitable manner. It's
going to change this year."

Phil Krinkie, president of the Taxpayers League of Minnesota, isn't so sure that
lawmakers are up for the fight. He says education spending has virtually doubled the last
decade even though the number of students is about the same.
"They haven't really looked under the hood and asked what's going on," said Krinkie,
who spent 16 years as a legislator. "If there's one thing that's not sustainable, it's continuing to
fund K-12 under the current system."
Krinkie suggests all teachers should be made state employees and school district
boundaries redrawn to save money.
"In order to truly wrestle this issue to the ground," he said, "they have to spend some
real time finding out what the cost drivers are in the system and whether they can and should
be changed."

'Patch and pray'
North Branch is a special case, but other districts are hurting, too. Minnesota ranked
fifth in student funding in 1970 but now sits at 36th in a recent school quality national report.
"We've been slipping for a while," said Brenda Cassellius, the new education
commissioner. "I don't think that's what Minnesotans want."
- In Willmar, students share and check out textbooks instead of bringing them home.
- In Rochester, some school areas are cleaned only once a week and some staffers
bring blankets because of low thermostats.
- In Two Harbors, the school week was cut to four days, staff took two-year salary
freezes and leaders put off replacing buses that rack up 450,000 miles a year in the state's
most spread-out district.
- In Perham, a roof leaks directly onto the school secretary's desk. Says Superintendent
Tamara Uselman: "Patch and go and pray for the best."
At St. Paul Central High School, sophomore Emma Grundhauser hustles to English
class out of necessity.
"You have to fight to get there first because there are not enough desks for everyone to
fit in," said Grundhauser.
Last year, Grundhauser had to elbow her way through biology class, where students
crowded around tiny sheep brains during dissections.
"We used to have two kids to a brain, now we four," said Grunhauser's teacher, Kathy
Vadnais. In 20 years of teaching, she's seen her class sizes swell from 25 kids to more than 40
and biology has been made a graduation requirement.
She relies on the generosity of parents and grants to offset the cost of providing brains
for the students to dissect. "They say everyone takes biology but they didn't give us the money
to hire more teachers," she said.
Before lawmakers can fix education funding, they need to understand it. That means
deciphering dozens of funding streams that give rural districts extra money because of sparsity
and urban districts money based on poverty, while other pots of money can only finance
building issues.
"One of the big problems with the school funding formula is it's so complex no one
understands it and that's not an accident," Garofalo said. "If it were transparent, and people
knew how they were getting ripped off, they'd come down here and burn the Capitol down."

Basic student funding has remained flat at $5,124 per pupil for the past three years, but
lawmakers have used one-time accounting tricks to hold back money from districts.
The state historically gave districts 90 percent of their money at the start of the school
year and held back 10 percent until the end. Last year the formula was altered -- the state held
back 30 percent until the end of the year to save $1.4 billion. Few expect to see that money
again.
"Given the budget numbers out there, I don't see that getting paid back in the
foreseeable future," said Rep. Gene Pelowski, DFL-Winona, who teaches high school history.
Kline, the new committee chairman in Congress, is promising to back a plan to increase
federal funding of costly special education programs. But it's unclear whether that proposal will
go anywhere.
Few expect major cuts in the 9 percent of the state budget that goes to higher
education. With colleges touching nearly every legislative district, lawmakers are hesitant to
shutter any -- especially with enrollment growing as out-of-work Minnesotans go back to
school.

'A vicious cycle'
In
North
Branch,
bulldozers
have
nearly
completed demolishing the
Main Street school that was
for 80 years a town
landmark.
"It's symbolic of the
extreme
situation
we're
facing here in North Branch,"
said Superintendent Deb
Henton, who recommended
the demolition to save
money. "We don't see an
end
in
sight
to
the
destruction to our district."
Some North Branch kids are now attending school in neighboring districts that have
five-day weeks and more activities -- taking their $5,124 in per pupil aid with them.
The district just concluded "budget boot camp," with the staff given checklists so they
can suggest what should be cut next.
"People are angry and hurt that their things keep getting cut and that they keep getting
asked for more money. It's a vicious cycle,'' said Patrick Tepoorten, community relations
coordinator.
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A TAXING SOLUTION?
Expanding state sales tax could fill hole, but industries are ready to fight.
Lawyers across Minnesota -- 16,000 of them -- have been urged to join a "call to action"
and vehemently oppose what the state's bar association is blasting as "a very bad idea."
The Mall of America is warning that its $2 billion economic impact on the state is at risk.
The state's grocers, too, have marked it as top legislative
priority.
All of that ire is aimed at the prospect of raising taxes to
help cover the state's gaping $6.2 billion deficit. The long list of
exemptions to the state's sales tax is expected to be a target.
Only Minnesota's personal income tax produces more money for
state coffers.
While expanding the sales tax hasn't been proposed, it
looms in the background when deficit talk turns from cutting
costs to increasing revenue.
Already, businesses are bracing for battle.
"Every Minnesotan must understand that a sales tax on
legal services is not a tax on lawyers -- it's a tax on every
citizen!" Terry Votel, president of the Minnesota Bar Association,
said in a recent newsletter to members.
The state doesn't tax a long list of professional services
such as legal work or consulting. Sales on food and clothes also
are exempt. And yet, enough cash would be generated to cover
the entire deficit if the sales tax was applied to those categories.
Such a scenario is highly unlikely, but even the influential new
chair of the House Taxes Committee acknowledges that the
state's tax exemptions could be reviewed.
"Some services we'll probably look at," said Rep. Greg
Davids, R-Preston. "We're going to need to raise some
revenue." But, he added, applying the sales tax to food, like
more than a dozen other states have done, is "for sure a no."

'There is no free lunch here'
Minnesota is facing such difficult choices because state leaders have been avoiding
higher taxes for too long, said Art Rolnick, former chief economist at the Federal Reserve Bank
in Minneapolis. He advocates applying the state's 6.9 percent sales tax more broadly but at a
lower rate.
"They've been putting it off with smoke and mirrors," Rolnick said. "You can't have
exemptions. There is no free lunch here."
More than 30 states face some type of budget shortfall, though Minnesota's gap, at
close to 20 percent of the state budget, is one of the worst in the country.
In California, Gov. Jerry Brown proposed extending a temporary income and sales tax
hike that already exists to combat its $25 billion, two-year budget hole. Illinois is hiking the
state personal income tax from 3 percent to 5 percent and boosting its corporate income tax
rate from 4.8 percent to 7 percent to address a deficit that could hit $15 billion in fiscal year
2012.
Meanwhile, tax lines are being drawn at the Capitol in St. Paul. Arguing that easing tax
burdens on business will spur new economic growth, Republicans, who now control the
Legislature, have already submitted bills to reduce and to eliminate the state's 9.8 percent
corporate income tax rate.
Other Republican proposals floated so far include $1 billion in state program cuts and
$400 million in state employee cuts.
Gov. Mark Dayton's staff won't discuss his budget plan. On the campaign trail, Dayton
opposed another candidate's suggestion to tax clothing. Instead, he proposed raising taxes on
high-income earners, which businesses fear will make it hard to recruit talent.
Tina Smith, Dayton's chief of staff, would say only that in terms of taxes, the governor's
prime focus remains changing the state's personal income tax. Sales taxes are considered
more regressive, she said, meaning they cause lower- and middle-income taxpayers to pay a
greater share of their income in taxes.
But Dayton will vet any good ideas, Smith said. "It would be wrong to say anything is off
the table, but the core value of fairness is there."

A shifting economy
A lot has changed since 1967, when Minnesota's sales tax was enacted. Then services
were less than half of consumer purchases. Now they're about two-thirds of consumer
transactions.
Groceries and clothing, considered necessities, were left out, a philosophy that has
remained intact even as other states tax one or both items.
"It's more a case of the power of the status quo than any clear policy -- or even lobbying
power," explained Paul Wilson, director of tax research at the state Department of Revenue.
The Legislature hasn't seriously broadened the sales tax to new items since the late
1980s, though there have been tweaks, according to House legislative analyst Joel Michael.
Not that it hasn't been proposed. A report last year from the Minnesota Budget Project
said the state could raise $868 million over two years by extending the sales tax to certain
consumer services such as haircuts, car repairs, legal services, accounting and funerals.

"I think a lot of people keep waiting for states to get to it," said Nan Madden, the Budget
Project's director.
Former Gov. Tim Pawlenty's business-led tax reform commission in 2009
recommended extending the sales tax to a range of products and services consumers use. It
also called for axing the state corporate income tax. The group's findings produced little action.
Timothy Taylor, the Macalester College-based managing editor of the Journal of
Economic Perspectives, said expansion of the sales tax base, coupled with a lower overall
sales tax rate, would minimize the pain caused by a budget-deficit solution that simply cuts
state services.
"You need to spread the burden of taxes evenly," Taylor said.
Former Senate Majority Leader Roger Moe called spreading the sales tax "good public
policy" if you lower the rate as you expand the base. It's a more stable tax that can reduce the
volatility of income tax revenue when economic times are tough, he said.
"It makes sense, but the devil is in the details. The reality of getting it done is very
difficult."

The enticing chunk
Only a handful of states tax some professional services, such as lawyers. South Dakota
is one, although it has no personal or corporate income tax.
Minnesota does tax some services already. The tax man comes when trousers get
hemmed or taxidermists mount a prize walleye. Window cleaning is also taxed.
But the list of untaxed services is longer. It includes car repairs, taxis and hiring whitecollar professionals such as real estate agents, doctors, lawyers, engineers and consultants.
(Health care providers pay a 2 percent state tax on revenue, however.) Extending the sales tax
across all services would generate about $5.4 billion over two years.
The bulk of that enticing chunk -- $4.5 billion -- comes from business-to-business
spending on services. Some policy wonks say business shouldn't be taxed when they hire
lawyers, engineers, or consultants because those services are "inputs" going into the final
products sold by companies -- a printer from Target or Ecolab's soap, which are taxed. Sales
taxes, in general, are aimed at finished products, not raw materials that go into them because
taxes would pile up along the way and drive prices of final products higher, the argument goes.
And, businesses are quick to point out, their clients will use ad agencies and lawyers in
a state that won't tax them.
"That would cost Minnesota jobs," said Charlie
Weaver, executive director of the Minnesota Business
Partnership.

Worsening 'a high-tax state'
Still this time around, all options to raise
money are expected to be on the table.
Doug Spong, of the Minneapolis public
relations agency Carmichael Lynch Spong, said he
expects lawmakers and the governor "to look under
every rock" for new revenue, including taxing

professional services. That, Spong said, would be catastrophic for Minnesota's $17 billion
creative economy. "It would be the single dumbest piece of legislation ever passed by the
state," he said.
Craig Thorvig, chairman of the Minnesota Grocers Association and the owner of Chris'
Food Center in Sandstone, is also concerned. "Any time you tax people, that means they have
less money to buy product."

The Mall of America study found that 40 percent of Minnesotans and 30 percent of
nonresidents said they'd buy less if apparel was taxed. The lack of a sales tax also was one of
the top three reasons, behind safety and store selection, that shoppers chose the Mall of
America specifically and Minnesota in general to shop.
"So you can imagine it would hurt more than just us if people stopped coming to
Minnesota to shop -- whether for a hunting jacket or a Chanel coat," said Maureen Bausch,
vice president for business development at the Bloomington mall.
Tom Hanson, a lobbyist for the law firm Winthrop & Weinstine, which represents the
Minnesota Bar Association, is ready to oppose any proposals to tax legal fees.
"It's a big political risk, and it only gets you partway there to a balanced budget," said
Hanson, the former commissioner of Minnesota Management and Budget. "It makes a high tax
state even worse."
STAFF WRITER PATRICK KENNEDY CONTRIBUTED TO THE REPORT
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A FRAYING SAFETY NET
What happens if programs that help more than a million needy Minnesotans
shrink?
For decades, Minnesota has relied on people like Joyce Hagen to deliver care to its
most vulnerable residents.
A social worker with Lutheran Social Service, Hagen oversees 26 group homes that
support developmentally disabled adults in the Twin Cities. Her staff not only dispenses
medication, cooks and take residents to the doctor, but tight budgets are now forcing them to
clip coupons and look for other savings. One group home manager has gone to the extreme of
concocting homemade laundry detergent, which costs just a penny and a half per load.
"I'm worried," Hagen said recently. "I don't know where else to cut."
More than a million needy Minnesotans rely on the state's taxpayer-supported safety
net, most of them low-income seniors, disabled persons and children who need health care

and other services. But the crushing combination of a bad economy and the growing needs of
an aging population are stretching the system like never before.
There's no way to fix the state's $6.2 billion financial hole without affecting that safety
net -- which accounts for a third of state spending. Yet decisions on where to cut services are
presenting Gov. Mark Dayton and the Republican-controlled Legislature with their most vexing
challenge, given the potential harm those choices could bring.
With 8 percent annual growth in the Department of Human Services budget, everyone
agrees that reform has to happen. Unchecked, that expansion threatens to chew up state
revenue and crowd out other important programs.
In mid-January, Republicans took first whack with a bid to trim $71 million from the
department's two-year $11.4 billion budget. The proposal includes less money for child support
enforcement, less help to abused and neglected children and fewer emergency assistance
grants. But it does little to address the big money areas of health care and long-term care,
where nursing home and other providers are bracing for cuts of up to 15 percent.
"It's a fair bet to say you can't continue to do what we've been doing over the last 10 or
15 years," said Sen. David Hann, R-Eden Prairie, the new chairman of the Health and Human
Services Committee. "Just say we'll keep adding the numbers, keep putting more people into
the programs and increasing the unit costs for caring for these people by whatever x percent
per year and expect that's going to be covered by general taxation. That's just not realistic."
Advocates won't be surprised if lawmakers resurrect past proposals that former
Republican Gov. Tim Pawlenty couldn't get through a DFL-controlled Legislature, such as
eliminating adult dental care in public health programs. Republican lawmakers who now
control the purse strings have said they will balance the budget without raising taxes or
harming vulnerable residents. Many outside the caucus believe that's not possible.
"There's no way it's going to be done without a lot of pain," said Rep. Tom Huntley,
DFL-Duluth, former chairman of the Health and Human Services Finance Committee.
Advocates worry that interest groups and beneficiaries of social service programs will
be pitted against each other, as groups jostle to protect their turf.
"With the budget crisis as deep as it is, no matter how much you increase revenue,
there will be cuts deep enough that somebody is going being harmed by it," said Michael
Scandrett, president of the LPaC Alliance, a division of Halleland Habicht law and consulting
firm that focuses on improving the health care system. "The question is who? If you say you
don't want to harm the most vulnerable, the question is where do you draw the line?"

A home on the edge
Of the state's 385 nursing homes, few are as close to the edge as Fair Meadow Nursing
Home, a 50-bed facility owned by the city of Fertile in northwestern Minnesota. The home
serves one of the poorest populations in the state, with four out of five residents on Medicaid.
Like his counterparts across Minnesota, the administrator at Fair Meadow fears
lawmakers will significantly reduce state support, creating uncertainty about services for
18,000 frail Minnesotans who rely on state money to cover 75 percent of nursing home costs.
"If we get a cut of 5 percent, we'll probably let some staff go and stay in business for at
least a year," said administrator Barry Robertson. "But 10 percent? I just don't know."

Since 2000, nearly 60 nursing homes across Minnesota have closed. A 10 percent
reduction in reimbursement payments would save the state about $78 million over two years -and perhaps doom two dozen other facilities.
"Many, many homes are on the edge financially because of a decade of rate cuts," said
Patti Cullen, president of Care Providers of
Minnesota, whose members operate nursing
homes, assisted living and other and senior
housing.
Even homes that aren't facing a
financial crisis are worried about what this
year's legislative session will bring. At Cerenity
Care Center-Marian of St. Paul, staff members
have not had a raise in four of the past six
years because of dwindling state payments.
"We're putting off some equipment
repairs and fix-up projects," said administrator
Jeff Thorne. "But we do not want to cut staff or
services. If we get more cuts, we'll have to
look very hard."
Irv Rubbelke, a retired St. Paul firefighter who serves on the home's resident council,
said he frets about Cerenity's ability to provide for his daily needs if state help is significantly
reduced this year.
"You can't keep cutting their pay and expect to get the same care," said Rubbelke, 97.
Elderly residents won't be the only ones suffering if some nursing homes close,
especially in small communities like Fertile.
"We're the largest employer [in the city of 840], and it could mean a loss of about 105
jobs and a $1.9 million payroll," Robertson said. "That's a hard hit, and it would be felt by
everybody -- businesses, the school, everybody."

Preparing for the worst
In Brooklyn Park, Rochelle Turan's family has a
lot riding on what happens at the State Capitol. Two of
her three sons have developmental disabilities.
Taylor, 14, and Marshall, 10, have severe behavior
issues linked to their disabilities, and require constant
attention and monitoring.
The boys can be aggressive and destructive,
and the family has removed most items in the home
that are fragile, such as lamps and window
treatments.
"Everything is pretty much bolted to our house
because of the behaviors," said Turan, 47.
To pay for in-home workers, speech and occupational therapy and other needs, the
Turans receive about $100,000 a year in services through Medicaid, but they have a $400 a
monthly co-payment because their income level is too high for full assistance. They also carry

private insurance, which costs $600 a month and helps offset some of the expenses the state
otherwise would pay.
With speech therapy, Taylor's verbal skills have improved. Marshall doesn't speak at all,
and he suffers from a condition that produces frequent bouts of vomiting. Both boys have
struggled with learning how to use the toilet, and the family washes about 30 loads of laundry a
week.

Medicaid-funded programs like this one help about 65,000 elderly and disabled
Minnesotans remain home and out of more expensive nursing homes and other institutions.
The programs, which cost $1.8 billion last year, offer therapy, meals, transportation, personal
care attendants, housekeeping and other services.
"We know these programs save the state money," said Gayle Kvenvold, CEO of Aging
Services of Minnesota, a trade group representing mainly nonprofit nursing homes and senior
housing providers. "But we don't have hard data to show how much."
If state support is drastically reduced, Turan said she and her husband would sell their
house to help pay for care that keeps their sons out of an institution. "I just hope for the best
and hope the right decisions are made," she said.
In Ramsey County, some 200 disabled adults rely on TSE Inc. for a ride to work. Among
the participating employers: McDonald's, the Gap and Latuff Brothers Auto Body. The nonprofit
group, which relies heavily on state and federal support, also provides job training and support
for individuals with autism, Down syndrome and other intellectual disabilities.
Lynne Megan, TSE President and CEO, is preparing for a 5 percent rate cut, which
likely will mean less staff. But Megan is determined to keep her fleet of 19 vans operating.
Without a ride to work, she said, her clients won't be able to keep their jobs.

"People with disabilities can contribute to our communities," Megan said. "To take that
opportunity away from them would be very hard. It would be difficult to do."

$2 billion in cuts?
Rep. Jim Abeler, R-Anoka, the new chairman of the Health and Human Services
Finance Committee, has set an informal target of trimming at least $1 billion from Minnesota's
projected increases in health and human services spending over the next two years. Others
have said necessary spending reductions may be closer to $2 billion.
"People talk about cutting the budget, and maybe that will be true for some programs,"
Abeler said. "But overall, we'll spend more.
We're just trying to cut back the increase in
spending."
Many groups, fearing unintended
damage by legislative cuts in services or
payments, are offering their own proposals
to reform or reorganize how their programs
are delivered and financed. A group of
seven major health providers and insurers
has suggested ways to cut the deficit by
$1.8 billion through unspecified cuts in
services, raising alcohol and tobacco
taxes, finding more federal matching
dollars and other changes. Other groups
will follow soon.
The months ahead are going to be a
challenge for policymakers and those in
various communities that rely on state services, said Kevin Goodno, a former legislator and
human services commissioner who now lobbies the state on behalf of various groups that
serve the disabled and elderly communities.
"It's really difficult. ... Any place you try to push down the budget or constrain growth in
one part of the budget ... if there's a need out there it's going to push up someplace else,"
Goodno said. "You may see it in your state budget or it may be pushed out to counties, to nonprofits or the safety net hospitals. It's going to get paid for and taken care of somehow."
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PUBLIC PAY, BENEFITS SET OFF NEW 'CIVIL WAR'
GOP wants to pare pay; unions say workers are being demonized.
Doron Jensen gets a little rattled whenever he hears public employees grousing about
possible wage freezes, or that
taxpayers might be forced to bail
out
government
worker
pensions.
When
the
economy
tanked in 2008, Jensen's Supper
Club in Eagan lost $500,000,
leading to his wrenching decision
to lay off workers and reduce
contributions to employee health
care.
Several recession-rocked
states have taken similar steps:
slicing
government
rosters,
cutting salaries and imposing
furloughs. Not Minnesota.
Now long-simmering tensions over public worker costs, coupled with renewed fears
over their multibillion-dollar unfunded pension obligations, are colliding with the state's
projected $6.2 billion deficit.
Suddenly, deeply held beliefs about public workers, the kind of benefits they deserve
and the unions that represent them are being thrust into a searing new glare.
"In my world, in the real world, we had a huge downturn," Jensen said. "But here,
government just keeps on keeping on."
Minnesota has long been a bastion of robust government payrolls and generous
benefits. Powerful unions curried strong favor in the halls of power.
When the economy slipped into free-fall, it exposed a gulf dividing Minnesota public
employees' wages, job security and retirement benefits compared with their private sector
counterparts.

While the state government employee roster crept
up in recent years, 157,000 Minnesotans lost their jobs.
Others endured wage and benefit reductions, watched
their 401(k)s take a body blow and their retirement date
recede toward a fuzzy horizon.
"We certainly are approaching a crisis with public
employee costs and benefits," said Adam Summers, a
policy analyst with Reason Foundation, a conservative
think tank. "The recent economic troubles only revealed
what had been concealed by a period of exceptional
growth, fueled by the housing and financial bubbles ...
Many governments are still in a state of denial."
Republicans, who now lead the Legislature, say
government wages and benefits must be brought into line
with the private sector and that government's footprint
must shrink -- including its workforce.
DFL Gov. Mark Dayton, whose candidacy was
strongly backed by unions, has ardently defended state
workers and the services they provide. He has not said
whether workforce reductions will be part of the budget proposal he will unveil Tuesday.
Union leaders and workers are calling the clash "a new civil war." They accuse
Republicans of painting them as fat cats -- the "haves" to the private-sector's "have-nots."
Dayton's legislative allies say there is little logic in targeting public workers, whose
salaries are a fraction of state spending and who constitute a powerful economic force on main
streets throughout the state.
"There's no reason for us to demonize public employees and single them out as the
group that ought to bear the brunt of the burden," said House Minority Leader Paul Thissen,
DFL-Minneapolis. "The idea that you are going to be attacking middle-class Minnesotans who
are doing a public service... makes no sense to me."
Minnesota is nowhere near defaulting on its obligations, but leaders in other states
wrestling with pension and benefits burdens are taking action. In Wisconsin, new Gov. Scott
Walker has proposed sweeping benefit cuts for public employees and taking away most of
their ability to bargain. He's also threatening to use the National Guard to do their jobs if state
workers revolt. His plan is expected to find support in the state's Legislature, where like in
Minnesota, Republicans won control in the fall elections. In New Jersey, Republican Gov.
Chris Christie last year skipped a $3 billion payment to the state's troubled pension fund to
force changes to what he believes are too-rich benefits.

Salary-benefit tradeoff
For years, government work was seen as a tradeoff: slightly lower salaries in exchange
for security, good benefits and a comfortable pension. Over time, other perks crept in.
At the University of Minnesota, employees attended school free until last year; they now
pay 25 percent. Up until just a few years ago, Duluth city employees got free health care when
they retired -- including public safety workers who could retire in their mid-40s with young
families.

Corporations, meanwhile, have been moving away in massive numbers from the
defined benefit programs that governments had emulated.
In 2008, just 48,000 companies in the U.S. offered pension programs -- down from
150,000 in 1988.
Instead of maintaining costly pensions and committing to a lifetime of defined benefits
for retirees, companies contributed to mobile retirement accounts, such as 401(k)s.
The nation's workforce has also changed. By January 2010, for the first time, public
employees made up the largest percentage of union workers. Several recent studies show that
at least some public employees now make more than their private-sector counterparts,
although that is not true across the board.
As the economy soured, resentments got new breath and the GOP grabbed hold.
Former Gov. Tim Pawlenty, a Republican with presidential aspirations, has taken to
calling the rise of government unions "a silent coup."
State Rep. Keith Downey, R-Edina, said we need to "starve the beast" as he unveiled a
proposal to cut the state's workforce 15 percent.
Government workers say they are sick of being demonized at dinner parties and on the
stump, where they are reviled as lazy and inferior. They also resent the criticism for hardfought union contracts they say are tough, but fair.
Mike Buesing, 62, said the rancor has reached a crescendo. A skilled highway
construction planner, Buesing has put in 38 years at the state Department of Transportation.
He owns a modest townhouse in Shoreview with a mortgage and makes $54,000 annually.
When he retires later this year, he'll take in about $3,000 monthly from his pension.
"I am not living high off the hog," Buesing said. "It's a struggle, paycheck to paycheck.
People think I am making a lot more money than I am. When I tell them, they usually are
surprised."
Union leaders note that employees like Buesing are on the high end. State retiree
pensions average a modest $13,000 a year.
Eliot Seide, president of AFSCME Council 5, said that such pensions are a testament to
the union belief that middle-class workers should be able to enjoy retirement "with dignity."

Taxpayer risk
But in a badly battered economy, that level of comfort comes with big risks for
taxpayers. The state faces a $14 billion unfunded liability in coming decades for the 644,000
state workers who are or will be eligible for pensions. That's about $3,200 for every person in
Minnesota.
Union officials say the problem is less about increasing benefits and more about
investments that sagged during the recession. The pension shortfall has become less
breathtaking as those investments have rebounded. Pension analysts also note that the
problem stretches over 30 years, allowing ample time for modifications.
But the problem is not just theoretical.
Moody's Investor Service, a premier credit-rating agency, issued a report this year that
added pension obligations to its formula for determining a state's fiscal health.
Minnesota holds one of the best credit ratings in the nation, but adding in its unfunded
pension liability drops it to the middle of the pack.

On Wednesday, the rating agency Standard & Poor's downgraded New Jersey's bond
rating. The reason? Its mounting pension obligations.
"There isn't a push to get rid of pensions; it's to lower dollars going in," said former State
Auditor Pat Anderson, a Republican who joined the Minnesota Free Market Institute's Pension
Reform Project.
Anderson and others say the pension system encourages risk-averse employees who
never leave. The longer they stay, the more seniority they acquire and the sweeter their
pension becomes. That, she said, leaves little room for more entrepreneurial types.
"If we want to attract good people to government, who aren't careerist, you need a
system that works," she said.
Anderson, for all her criticism of the system, will receive money from two government
programs when she retires: one from her time as mayor and city councilwoman in Eagan, plus
additional benefits from her term as an elected state official.
Pawlenty, who has criticized public employees' "Cadillac" health care plans, requested a
letter before he left office outlining his future state health care benefits. The former legislator
and state employee can draw from two state retirement programs, including a defined benefit
pension program, when he retires.

'We are like a safety net'
State workers note that their home values
sunk like everyone else's and that they made
financial sacrifices unnoticed in the din of the
Capitol debate. Several said a strong sense of
duty caused them to stick with government work.
"I am working hard to make ends meet, and
I am working hard for something that I think puts a
real service to the community," said Jean
Diederich, a child support officer in Hennepin
County. "We are like a safety net for the
community. It's frustrating when we are treated like
we have no value."
Diederich, 57, makes $53,000 a year.
When she retires, her pension will bring in about $20,000 a year.
To save the county money last year, Diederich took time off without pay to prevent
forced furloughs.
A few years ago, she considered a private sector job that would have paid more and
offered more prestige.
She turned it down.
"Every morning I have to look at myself in the mirror and say, 'Am I doing something
worthy?' " Diederich said. "Money is not the end all to be all. It's job satisfaction; feeling like I
have accomplished something."

