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A PERS dilemma for Republicans
Linking tax hikes to further reforms is a shakedown,  
but paying up might be worth it

Gov. John Kitzhaber made many of his fellow Democrats very uncomfortable last year when he released a 
budget proposal that includes hundreds of millions of dollars in savings from the state’s pension system. If you 
want more money for schools and other services, the governor may as well have said, you’ll have to confront 
your sacred cow, public employee unions.

Democrats did respond, though tepidly, with Senate Bill 822, which cuts cost-of-living adjustments for 
PERS recipients.

On Wednesday, the governor poked the Republican discomfort button. If you want further PERS 
reforms, he said, you’ll have to confront your sacred cow, an aversion to raising taxes. To be fair, the governor’s 
proposal includes a choice for Democrats as well: additional tax money in exchange for PERS reforms 
beyond those contained in SB822. But the predicament is more difficult for Republicans, who know they (and 
taxpayers) are being shaken down.

They also know — or they should — that it’s sometimes the best policy to grit your teeth and open your 
wallet. This may be one of those times.

The PERS-reform effort is, in simplest terms, about fixing a problem. The retirement system is overly 
generous, in some cases lavish, and it places a great strain upon not only the state’s relatively small economy, 
but also public schools and other government services. As PERS costs mount, teachers and others lose their 
jobs. Ideally, lawmakers would work on fixing the problem without pulling in unrelated matters.

But that’s not how politics works. Thus did House Democrats, alleging the need for “shared sacrifice,” 
approve SB822 while demanding hundreds of millions in new taxes. The approach was a little bit like charging 
the surgeon for the privilege of removing your inflamed appendix, and it didn’t work. Then, anyway.

The governor’s taxes-for-further reform proposal is an acknowledgement that the political dynamic hasn’t 
changed.

“The fact is,” Kitzhaber told a Senate committee last month with respect to tax hikes and PERS reform, 
“whether we like it or not, whether we agree with it or not, those two issues have become linked in this session 
from a political standpoint.” There won’t be more PERS reform this session without more taxes.

Sure, it’s a shakedown. But — depending upon the details — the benefits may justify the costs. The 
governor has proposed $200 million in new tax money (details to be worked out by lawmakers) in exchange 
for more than twice that in PERS savings, which would be achieved by limiting or eliminating money match 
for inactive PERS members. Combined, the governor’s proposal and SB822 would save taxpayers more than 
$900 million per biennium. That’s worth considering.

So, too, is the possibility that the inevitable legal challenges to this session’s PERS reforms will prevail. For 
that reason, Republicans should seek to make any reform-related tax increases contingent upon the survival of 
the reforms themselves. The last thing Oregonians need is a session that produces higher taxes and no viable 
PERS reforms.
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F
olks, deep breath time. This is not the
end of the Obama presidency. It’s a
bad stretch with an unfortunate con-
fluence of unfortunate events. None

of which will make the first paragraph — not
even the first page — of the account of the
Obama administration in the his-
tory books.

Let’s tick through the trifecta of
scandals and what they tell us —
about the foibles of this administra-
tion, about the hidden operations
of bureaucracies, about the modern
practice of politics.
Benghazi.With the email chain

released, the chief takeaway should
be this administration’s remarkable capacity
to be its own worst enemy. It has managed to
look as if it were executing a cover-up without
having anything to cover up. The real scandal
of Benghazi remains what previous inquiries
concluded — that there were “systemic fail-
ures” of leadership resulting in “grossly inad-
equate” security.

The emails depict the White House playing
the entirely appropriate role of mediating a bu-
reaucratic squabble between the CIA and State
Department, with the CIA focused on quickly
delivering to Congress detailed talking points
that emphasized its prior security warnings,

and State similarly determined not to take the
political fall.

TheWhite House comes off looking rather re-
sponsible, which is why it is so puzzling that it
has clung so fixedly to a story so demonstrably
wrong: that its sole involvement with the infa-

mous talking points was to correct a
single word. In this case, the cover-
up is worse than the non-crime.
Internal Revenue Service.With

the Treasury Department Inspec-
tor General’s report released, the
chief takeaway should be the bu-
reaucracy’s remarkable capacity for
incompetence and stupidity. “My
question is, who’s going to jail over

this scandal?” House Speaker John Boehner
thundered Wednesday. Mr. Speaker, I hate to
disappoint you, but no one. Unless we’ve crimi-
nalized idiocy, in which case, better start build-
ing more prisons.

As I’ve written earlier, there is no excuse for
the IRS actions — either targeting conservative
groups for special review or misleading Con-
gress about doing so. The president was right,
if about 72 hours late, in demanding the res-
ignation of the acting director.

But the IG report offers evidence that this
episode is more reflective of an ignorant, recal-
citrant and mismanaged bureaucracy than of a

sinister political thumb on the tax scales. The
IG describes how the low-level workers deter-
mining whether theTea Party and other groups
deserved nonprofit status “did not consider
the public perception of using politically sen-
sitive criteria” and noted the employees’ “lack
of knowledge” about what political activities
were permitted under the tax law.

Likewise, it cited “insufficient oversight,”
with only the lowest-level managers hav-
ing “approved references to the Tea Party in
the BOLO listing criteria before it was imple-
mented.” BOLO means Be On the Look Out.
Associated Press leak probe.This one hits

close to home, and while the Justice Depart-
ment insists that it subpoenaed the phone re-
cords only after exhausting other avenues of
investigation, the net it cast — records from
more than 20 phone lines used by about 100
journalists — remains incomprehensibly, chill-
ingly broad. How nice for the president to now
renew his call for a reporter’s shield law, having
previously worked to water down the proposal.
Talk about the cow and the barn.

That said, the leak uproar also illustrates the
damned-if-you-do nature of modern politics.
The critique of President Barack Obama as
passive bystander ignores the far more intense
— and more justified — critique that would en-
sue if the White House had intervened in the

leak investigation.
Consider: First, the White House is assailed

for allegedly condoning or even orchestrating
leaks. Had it not conducted a leak investiga-
tion, it would have been accused of a cover-up.

Second, having launched a leak investiga-
tion, the absolute last thing the White House
should do is micromanage it — indeed, man-
age it at all. Every White House has strict rules
about contacts with the Justice Department
about ongoing criminal investigations for pre-
cisely the reason that the political people need
to stay away from meddling, or appearing to
meddle, in criminal probes.

Only in Washington could the administra-
tion be guilty of both not taking leaks seriously
enough and taking them too seriously.

Bad things happen in second-term presi-
dencies, often in clumps. This is no coinci-
dence; first-term chickens come home to roost
in a second. The inevitable arrogance bred by
winning re-election never helps. But this bad
run demands perspective. Compared with Ka-
trina, Monica Lewinsky or Iran-Contra, these
are distractions, highly unfortunate but by no
means disastrous.
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We’re looking at a trifecta with little payout
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New numbers, clear choices
May revenue forecast delivers good news for state budget, but legislators

should not use it as an excuse to dodge difficult long-term problems

S
tate economists delivered a better-than-expected rev-
enue forecast Thursday that leaves legislators with two
distinct choices as they navigate a path to the end of
the session.

They can take the easy route and plug some of the remain-
ing budget holes with additional revenue they have available
courtesy of the improving economy, then go home having ac-
complished little other than avoiding disaster.

Ortheycanbravethepoliticalrapidsandcontinuetoseekareal
solutiontoOregon’sproblems—onethatwillpreventschoolchil-
dren, rural residents and other vulnerable Oregonians from be-
ing thrown overboard the next time the economy hits the rocks.

Legislators must take the more difficult path.While the reve-
nue forecast carried enough short-term encouragement ($115.1
million in new revenue for this biennium and $156.4 million for
2013-15) to produce a sugar high, it was loaded with warnings
of future headaches.

Among the state’s looming economic and revenue issues:
• Corporate tax collections are likely to exceed the original

2011-13 forecast by enough to trigger the kicker, subtracting
about $20 million from the budget unless a deal is struck.There’s
a less than 50-50 chance that the personal-tax kicker could be
triggered, which would blow a much larger hole in the budget,
the economists said.

• Speaking of the kicker, state economists Mark McMullen
and Josh Lehner said the 2013-15 forecast comes at a particu-
larly vulnerable time in the business cycle. Translation: They
easily could be wrong, so the personal kicker looms as a threat
in two years. (Voters eliminated the corporate ticker, starting
with the 2013-15 biennium.)

• Demographic trends, in particular an aging population
and declining workforce participation rate, will begin to exert a
drag on economic growth at some point over the next 10 years.

•RuralOregoncontinuestolagthePortlandareaeconomically,
and demographic and economic trends point toward that gap
widening. Government jobs are particularly important in these
counties, and failure to address the cost of the Public Employees
Retirement System will put those jobs at increased risk.

• Much of the increased revenue comes from investment in-
come, particularly capital gains.The past has shown the folly of
counting on the stock market to help solve budget or pension
problems indefinitely.

Gov. John Kitzhaber tried to set the tone for the rest of the
session before the revenue announcement with a Wednes-
day press conference. In that speech and subsequent com-

ments to The Oregonian
editorial board, the gov-
ernor urged legislators
to “commit to a frame-
work to move beyond the
current partisan impasse
and agree on additional

changes to PERS and additional revenue.”
Specifically,Kitzhaberproposedtrimminganother$902million

insavingsnextbienniumfromPERSbyeliminatingorlimitingthe
“money match” option for former public employees and raising
$200 million in new revenues. Kitzhaber left the details on new
revenue for the next budget to the Legislature. But he did point
out that he’s intrigued with two longer-term proposals — one by
Sens.BrianBoquist,R-Dallas,andLarryGeorge,R-Sherwood,on
small-businesstaxesandonebyRep.JulesBailey,D-Portland,that
would make the state tax code slightly more progressive.

Much work remains to clear a path to sustainable economic
growth that produces adequate revenue to avoid subjecting fu-
ture generations of Oregonians to shortened school calendars,
skeleton-staffed rural law enforcement agencies and compro-
mised social safety nets. But the governor at least pointed the
Legislature in the right direction.

Thursday’s revenue forecast confirms that the economic
storm is over, but it doesn’t promise a pot of gold at the end of
the rainbow. Legislators must remember that. Only political
perseverance and compromise can produce another golden
age for Oregon.

Linking tax hikes to further reforms is a shakedown, but paying up might be worth it

G
ov. John Kitzhaber made many of
his fellow Democrats very uncom-
fortable last year when he released
a budget proposal that includes

hundreds of millions of dollars in savings
from the state’s pension system. If you want
more money for schools and other services,
the governor may as well have said, you’ll
have to confront your sacred cow, public
employee unions.

Democrats did respond, though tepidly,
with Senate Bill 822, which cuts cost-of-living
adjustments for PERS recipients.

On Wednesday, the governor poked the
Republican discomfort button. If you want
further PERS reforms, he said, you’ll have to
confront your sacred cow, an aversion to rais-
ing taxes. To be fair, the governor’s proposal
includes a choice for Democrats as well: ad-
ditional tax money in exchange for PERS re-
forms beyond those contained in SB822. But
the predicament is more difficult for Repub-
licans, who know they (and taxpayers) are be-
ing shaken down.

They also know — or they should — that
it’s sometimes the best policy to grit your

teeth and open your wallet. This may be one
of those times.

The PERS-reform effort is, in simplest
terms, about fixing a problem.The retirement
system is overly generous, in some cases lav-
ish, and it places a great strain upon not only
the state’s relatively small economy, but also
public schools and other government ser-
vices. As PERS costs mount, teachers and oth-
ers lose their jobs. Ideally, lawmakers would
work on fixing the problem without pulling
in unrelated matters.

But that’s not how politics works. Thus did
HouseDemocrats,allegingtheneedfor“shared
sacrifice,” approve SB822 while demanding
hundreds of millions in new taxes. The ap-
proach was a little bit like charging the surgeon
for the privilege of removing your inflamed ap-
pendix, and it didn’t work. Then, anyway.

The governor’s taxes-for-further reform
proposal is an acknowledgement that the
political dynamic hasn’t changed.

“The fact is,” Kitzhaber told a Senate com-
mittee last month with respect to tax hikes
and PERS reform, “whether we like it or not,
whether we agree with it or not, those two is-

sues have become linked in this session from
a political standpoint.” There won’t be more
PERS reform this session without more taxes.

Sure, it’s a shakedown. But — depending
upon the details — the benefits may justify the
costs. The governor has proposed $200 mil-
lion in new tax money (details to be worked
out by lawmakers) in exchange for more than
twice that in PERS savings, which would be
achieved by limiting or eliminating money
match for inactive PERS members. Com-
bined, the governor’s proposal and SB822
would save taxpayers more than $900 mil-
lion per biennium. That’s worth considering.

So, too, is the possibility that the inevi-
table legal challenges to this session’s PERS
reforms will prevail. For that reason, Republi-
cans should seek to make any reform-related
tax increases contingent upon the survival of
the reforms themselves.The last thing Orego-
nians need is a session that produces higher
taxes and no viable PERS reforms.

A PERS dilemma for Republicans
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Legislators at the Capitol in Salemmust address economic and
revenue issues as the session continues.

National columnists

Dana Milbank criticizes President Barack
Obama for being asleep at the wheel about
his administrations’ actions. In a second
column, Milbank faults Attorney General
Eric Holder for his ignorance on the Justice
Department’s collecting of reporter phone
records.

•

George Will analyzes the effect of the past
week’s scandals on the president’s so-called
second-term agenda.

•

Ryan Gallagher describes how the U.S.
government has been spying on reporters
all too frequently.

•

Margaret Carlson explores the Republican
reaction to the Benghazi and the Internal
Revenue Service scandals.

•

Amy Goodman comments on three
heroines of a Guatemalan human rights trial:
the judge, the attorney general and the Nobel
Peace Prize laureate.

Read and comment at The Stump.

Opinion roundup
The Oregonian’s Len Reed shares links to

opinions from around the Web.
Read and comment at The Stump.

State tax structure
“Oregon’s tax policy is among the most

progressive in the county, but it is also
punitive to high-income taxpayers. It not
only discourages wealth formation here, but
it drives many of the wealthy out of the state
altogether. We are competing with tax policy
from all other states and around the world,
and we are severely handicapped from
retaining and attracting enough wealth in the
state to fund essential services,” Randolph
L. Miller of Southwest Portland writes at the
public blog My Oregon, found at The Stump.

The Stump is our opinion blog.
It includes not only editorials,
commentary and letters to the editor,
but also online-only content from

The Oregonian’s editorial team and access to
additional commentary.

oregonlive.com/thestump
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