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ndianapolis Mayor Bart Peterson’s
plan to float a bond to secure the
city’s underfunded pensions has
given new attention to a key reason
behind the city’s public safety crisis. 

Pensions also will garner attention
at the Statehouse during the current session
as legislators wrangle over how to pay for
them. Rulings, meanwhile, from the Govern-
ment Accounting Standard Board are forcing
state and local governments to fully disclose
their retirement obligations. 

The Star Editorial Board offers answers to
your questions about this burgeoning fiscal
crisis:

How widespread is the public pension problem
in Marion County?

The deficits in Indianapolis’ police and fire
pensions aren’t the only ones that have tax-
payers on the hook. 

Two Marion County townships face mount-
ing pension deficits. Washington Township re-
ported a $17 million shortfall in 2004. Pike
Township’s deficit stood at $2.2 million in
2004, the latest figures available from the
state Board of Accounts.

School districts are in the same predica-
ment; Lawrence Township Schools will have
to repay $8.5 million in interest over the next
17 years, most of it because of a $16 million
pension obligation bond. 

Even independent agencies have problems:
IndyGo has a $6.2 million deficit; the library
board’s is $5.1 million. 

All of these obligations eventually will hit
Marion County taxpayers, especially as baby
boomers retire. 

What about local governments outside of Mari-
on County?

Carmel taxpayers will have to come up
with $5.1 million to settle deficits in the city’s
legacy police and fire pensions. Noblesville
taxpayers face $12 million in pension deficits. 

The problem is even worse in Lake County.
East Chicago taxpayers must make up $106
million in pension deficits. The tab for tax-
payers in nearby Hammond is a hefty $148
million.

Because the state offers pension relief to lo-
cal governments — about $129 million this
past fiscal year alone — all Hoosiers share in
the pain. Taxpayers throughout Indiana also
will have to make up the state Teachers Re-
tirement Fund deficit, which grew from $8.4
billion to $9.7 billion between 2004 and 2006. 

What about the state Public Employees Retire-
ment Fund?

The main PERF account went from solven-
cy in 2000 to carrying a $386 million deficit
by 2005. Other PERF accounts are in even
worse shape. The deficit in the long-under-
funded pension for judges grew by 54 percent
from 2000 to 2005. It’s at $122 million, and
assets cover only 55 percent of the benefits
owed. 

Altogether, PERF faces $623 million in pen-
sion deficits, obligations that taxpayers ulti-
mately must repay. 

What does this mean for me?
Indianapolis residents know all too well

that pension payments siphon money from
public safety needs. Last year, the city devoted
34 percent of the fire department’s $96 mil-
lion budget to paying retiree pensions.

School districts also are squeezed by pen-
sions. About 224 districts — including districts
in Central Indiana such as Indianapolis Public
Schools, Washington Township and Carmel
Clay — issued $1.1 billion in bonds between
2002 and 2004 to pay off pensions. The Indi-
ana Bond Bank issued another $544 million in
pension bonds on behalf of school districts in
the past two years. Although a small part of
overall school budgets, these obligations even-
tually will lead to cutbacks in classroom
spending or increases in property taxes.

Why so much trouble?
The sheer number of eventual retirees is

straining both public- and private-sector pen-
sions. Most of the problems, however, are self-
inflicted. 

Until recently, most public pensions in Indi-
ana were pay-as-you-go plans under which
benefits are paid directly from government

coffers as employees retired. As a result, the
deficits have depleted annual budgets. 

Local governments also have shortchanged
payments toward future retiree benefits. Ham-
mond, for example, in 2005 set aside only 36
percent of the $14 million needed to cover fu-
ture pension payments. 

Governments with actuarial-based pensions,
which draw benefits from a pool of invest-
ments, failed to plow enough money into the
funds during the 1990s in the hope that stock
market gains would make up the shortfalls. It
didn’t happen.

What are state and local leaders doing about
the problem?

State officials attempted to correct the
teacher pension deficit in 1995 by creating a
Pension Stabilization Fund financed from fu-
ture lottery proceeds. It wasn’t supposed to be
tapped until this year. But the state siphoned
away $380 million in 2003 for current retire-
ment payments, leaving even less money to
pay down future obligations. 

Other fixes have included allowing schools
to float bonds to pay down pension deficits
and offering state pension relief subsidies to
local governments. Gov. Mitch Daniels pro-
poses to spend an additional $60 million on
the latter in his latest two-year budget. 

Peterson’s proposed pension bond plan fol-
lows on a $100 million bond floated two years
ago. The proceeds from that bond, however,
are all but depleted while the interest pay-
ments remain. 

How should the problem be solved?
State and local officials must scale back

benefits offered to future retirees and even
raise retirement ages — some now as young as
50 years old. The General Assembly should
reject any plans to increase benefits, including
proposals contained in House Bill 1394 that
could jack up the state’s pension deficit by an-
other $928 million.

Moving new employees into 401(k) and
other defined-contribution plans, a move sug-
gested recently by the Greater Indianapolis
Chamber of Commerce, will be politically dif-
ficult. But it would reduce the overall burden. 

No painless solutions exist, unfortunately.
Failing to confront the issue now, however,
will ensure even more pain in the future.

Pensions and pain
Taxpayers, get

ready to bail out
underfunded plans
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KUDOS
Colts fans: Police and even sev-

eral Patriots fans who were visiting
Indianapolis reported that the Colts
faithful were well behaved in and
around the RCA Dome Sunday
night. Contrast that with the nu-
merous reports of ugly behavior
Colts fans and team personnel were
subjected to in Baltimore the previ-
ous week.

OUTRAGE
Bureau of Motor Vehicles: The

State Board of Accounts last week
found severe accounting problems
in the Bureau of Motor Vehicles, a
state agency that handles $900 mil-
lion a year in transactions. A $34
million computer upgrade that the
BMV completed last year appears to
have made the problems worse.

NIGHTLINES
David Letterman: “John Kerry has announced that he will not be run-

ning for president in 2008. That means Democrats will have to find an-
other way to blow the election.”

◆ “How many of you saw Bush’s State of the Union ad-
dress last night? I can still hear the echoes of meaning-
less standing ovations.”

Jay Leno: “President Bush gave his State of the Union
speech earlier tonight. Or, as they call it on ABC, ‘Danc-

ing With the Issues.’ ” 
◆ “The Constitution does not specify how long the
State of the Union address must be. You know who gave

the longest State of the Union address ever? Bill
Clinton. You know who gave the shortest? George
Washington. It was just a couple of minutes. Well
sure, when a politician cannot tell a lie, it limits
how much they can say. Clinton could go on for
hours.” 

◆ “In a series of TV interviews this morning,
Hillary Clinton said her favorite movie as a lit-
tle girl was ‘Wizard of Oz.’ Her favorite movie
in college was ‘Casablanca.’ Then, after she got
married, it was ‘Kill Bill.’ ”

RealtyTrac, a California-based company,
reported last week that Indianapolis
dropped from first to third in the nation in
the rate of home foreclosures in 2006. Only
Detroit and Atlanta have higher rates. Indi-
ana’s foreclosure rate is the sixth highest in
the nation among the states.

Why it matters:
The high number of foreclosures has led

to a plague of abandoned houses that mar
many neighborhoods in the city. It also
tends to depress sale prices for existing
homes.
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Indianapolis’ national

ranking among cities with
highest foreclosure rates

Waiting too long
Back when Eugene White

took over as superintendent
of Indianapolis Public
Schools, I questioned whether
he would turn around the dis-
trict’s woeful performance or
follow the typical new top
school boss script of preach-

ing but not
delivering on
reform.

After 18
months on
the job, the
results are
mixed.
Moves such
as the re-
lease of a re-
port card on
the district’s

performance, and the uproar
arising from it, show that
White is trying to do more
than just talk the talk. That is
admirable. 

But his efforts have been
inconsistent. In asking Mayor
Bart Peterson to halt expan-
sion of his charter school pro-
gram after proclaiming earlier
that IPS would compete with
charters, White has raised
questions about whether he is
putting at risk the educational
destinies of Indianapolis chil-
dren, who without the choice
would be forced to attend
woefully inadequate public
schools. 

Despite personnel moves
such as replacing Northwest
Principal Roy Simpson, White
hasn’t done enough to remove
officials at the school level
and within the central district
who have been responsible
for IPS’ status as home of the
state’s worst dropout fac-
tories. His recommendation
this month to offer raises to
several top longtime staffers
who share responsibility for
the district’s decline was ill
considered.

But it’s what he didn’t do
— kick out the worst teachers
in the district, toss out poor-
performing principals earlier,
push for innovations for im-
proving teacher quality — that
stands out. The longer a su-
perintendent stays in office,
the harder it is for him to re-
form a school district, espe-
cially as the honeymoon pe-
riod wears off and special
interests remain entrenched. 

By failing to strike early,
White has limited his effec-
tiveness. Which is a pity.
More than ever, IPS students
deserve better. 

— RiShawn Biddle

Worth the cost?
The Star’s Editorial Board

recently met with Marion
County Prosecutor Carl Briz-
zi, who dropped by to talk
about his legislative agenda
that includes “truth in sen-
tencing.” This would mandate
that sexual and violent of-
fenders serve 85 percent of

their sen-
tences in-
stead of half.

Indiana is
one of only
four states
that auto-
matically cut
in half time
served.

Statistics
show that

about a third of inmates
would fall into the 85-percent
category.

According to Brizzi, by the
year 2015, the longer prison
time would affect about
12,000 offenders in the De-
partment of Correction. Esti-
mated price tag: $250 million.
(It costs about $60 per day
per offender.)

That’s a steep price to pay.
Would this money be better
spent elsewhere, perhaps on
early-intervention programs
for troubled youth? Are you
willing to help foot the bill?
Let your legislators know. It’s
easy to get tough on crime.
It’s harder to pay for the ef-
fort.

— Jane Lichtenberg

EXPRESSO
A quick shot of opinion

from The Star Editorial Board
and local columnists

Lichtenberg

Biddle

To comment on these
and other blog entries,
go to IndyStar.com/Ex-

presso.
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ONLINE:
CONTINUE THE
CONVERSATION

Do you think
the governor can
persuade legisla-
tors about the toll-
way? Add your
comments online
and we’ll publish
responses in Sun-
day’s Focus sec-
tion. Go to
www.Indy-
Star.com/opinion,
click on the edito-
rial and then post
a comment at
TalkBack.


