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AsS MOST STATES continue to face improved economic and budget conditions in 2006,
governorsare taking the opportunty to press forward in advancingtheir priorities for
state development and investment. According to their 2006 state-of-the-stateaddresses,
governors@riorities this year include education(particulrly teacherquality and high
school reform), health care (particularly health and wellness issues), econonic
developnent and vitality, and the effective managerant and preservationof natural
resourcedor econonic and qudity-of-life purposesProvidng tax incentivesand tax

relief for businesses and residents alserg®d as very high on governorsO agehdas.

Governorsin 2006 describedhe bestecononic and budgetconditionssincethis annual
review of the state-of-the-stataddressesvasinauguratedn 2003. The vastmajority of
governors (84 percent) described economic conditions as good or improving, and nine
governors pointed to employment levels at or nearhistoric highs.Likewise, 82 percentof

governors described state budgets projectdx i balance awith a surplus.

:678-49&)>The most commonly cited proposals to improve education centered around
teacher quality and teacher compensation. Most of thesefocusedon increasng teacher
pay, including several proposals to institute performance-based compensation systems. In
addition,58 percentof governorsescribed state initiatives to improve high schools, with

most focusing on improving student preparatiorfor college.

* Includdl in this analysisare state-of-thestateor budget addresses delivered and available on-line from
January 1, 2006, to March 10, 2006, by the governors of 44 states and one territory (Puerto Rico). See
source information at the end of this report for additional details.
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?%-@4"8-(#> For the first time in their state-of-the-stateaddressg a mgority of

governorg53 percent)in 2006proposedvellnes andhealthpromotion prograns. These
proposaldncludedstateeffortsto pronote healty habits,particularlyin areasrelatedto

obesity, diet, exercise,and smoking. The National Governors Association (NGA),

throughthe leadershipof Ark ansasGovernorand NGA Charman Mike Huckabeehas
adoptedaninitiative promotinghealth and wellness during 2006.

:8&)&<98FAH'H#@&,<#)4>T0 promotebusinesgrowth, governors this year emphasized
the importance of investments in statewide infrastructure tax incentivesandtax cutsfor
business, public-private partnershipsor resarch,assistancavith health insurancefor
small businesses, and workforce development reforms. As in previousyears,governors
continued to highlight incentives to assist both knowledge-basd and traditional

industries.

)#(B=%$-)6$4"#%$)'9(&)<#)4> Thisyear, 69 percent of governors described initiatives to
develop energy resources or patmenergy #iciency and conservation, a sharp increase
from last year. Compared with 2005, there was also more emphasis this year on the
increased costs of energyN in the form of heatingand gas pricesNto the consuner. In
addition, 64 percent of governors emphasized the importance of environmental, land, and
naturalresourceplanningand managenent to improve the economic climate and quality-
of-lifein their date.

I-; #> Eighty-two percentof governorsdiscussed proposalsfor tax reductionsfor

businesses or individuals.
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As in their 2005 state-of-the-wmte addressesgovernorsin 2006 continuedto describe
improved economic conditions in sharp contrast to the troubling economic challenges
that states faced in 2003 and 2004. In their 2003 addressegyovernorsdescribedsevere
revenueshatfalls that many tracedto a persstentdownturnin the nationaleconany. In
2004, most governors said economic conditions in their state were improving, yet with

state revenues lagging well behind outlaysststates still were stiggling with deficits.

In 2006, however,84 percentof governors(38 of 45) describedtheir stateOscononic
conditionsasgoodor improving, aboutthe same percentag€82 percent;42 of 51) asin
2005. In 2006 in particular, most governors described significant improvements in the

business clirate, which led to advancesjob growth and declines in un@hoyment.

In fact, nine governorsNof Alabama, Colorado, Florida, Idaho, |owa, Kansas Maine,
Rhode Island, and UtahN said their state was at or near historic highs for employment
or historic lows for unemployment. For example, Alabama Gov. Bob Riley said, OOur
unemployment rate is the lowest in recorded history.OColorado Gov. Bill Owenssaid,
QveOve seen retail sales grow six percentewtmiployment this year is expected to set a
Coloradorecord.CFlorida Gov. Jeb Bush said, OAfter40 consecutivemonths of job
growth, we now havethe lowestunemploynent ratein the recordechistory of our state.O

And Idaho Gov. Dirk Kempthorne said, ONomatter how you measure it, ldaho is

" Numbers in parentheses refer to state-of-the-state speeches. See source information for the number of
govenors who delivered addresgs eachyear. Since the nunber of stae-of-thestae addresesvaries
annually the percentgesreflectthe perceant of total speehesdeliveredthatyear.
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thriving.OAn additional six governors said their unemployment rates were among the
lowest in the nation or well below the national average.

In one significant break from last year@ state-of-the-stateaddressesyovernorsin 2006
described state budget conditions sharply better than those they faced in 2005. Last year,

35 percentof governorg(18 of 51) State Budget Conditions

sad they were working within a Percentage of governors describing state budget as in

budget projectedto be either in balance or with a surplus

. - 90%
balance or with a surplusN a sharp ’ 82%

80%

increasgrom 2004.In 2006, more
70%

thantwice as many governors(82
percent; 37 of 45) described state
budgetsprojectedto be in balance

60%

50% A

40% Bai0

or with a surplus. As Missouri

id. ¢ 30% -
Gov. Matt Blunt said, ONe have
moved from a massive budget 20% 1
shortfall to the first surplusin five 10% 1

- [/
years.O 0%
2005 2006

Source: State-of-the-state addresses for 2005 and 2006.

Severalstates,however,still face
difficult economic conditions and budget choices. Louisiana in particular faces
significant challenges in the aftermath of Hurricane Katrina. Indiana, Michigan and
Ohio areworking to transfom andstabilize their industrialbase Califor nia Gov. Arnold
Schwarzeneggesaid, OAlthougha strongeconony has producedbillions of dollars of
unexpected revenues, we still face a structural deficit that will soon resurface.OSeveral
other governorsalso expressé concernsaboutthe long-term budgetoutlook for their
state,duein particularto rising Medicaid expensesand increa®s in the costsof state

pensionandhealthplans.

Perhaps in light of this long-term perspective, governors emphasized the importance of
fiscal responsibilityin their 2006 addresses;attioning againstexcessre spendingthey




The Governors Speak — 2006

said helped lead to record deficits in previous years. In line with this approachmany
governors described the importance of setting priorities for their state. For example,
Nebraska Gov. Dave Heineman said, ONe mustseparatewhatwe would like to do from
what we needto doOTennesseeGov. Phil Bredesensaid, Ol believe that the way to
successn any endeavorEisto find thosetwo or three big things, that if you get them
right, everythingworks.O

:678-498)$$

In this yearOstate-of-the-ate addressessverygovernorstressedhe overallimportance
of education to their state. As in past years, governors emphasized the role of education
in advancingecononic developnent (particularlyin attractng research-baseousinesses
to the state) improvingworkforcetraining,and helpingresidentsucceedn finding high-
paying and fulfilling work. Compared with previous years, the educational issue that
standsout is teachersalaries.Perhapsn light of the improved econonic conditionsin
2006, a higherpercentagef govenorsspokein favor of increasingteachersalarieshan
in any year sincethesestatigics beganto be gatheredn 2003. Other prominentissues

include high school reforsnand early childhood education.

EFGO%¢-8"#(*> For the past three years, the most commonly cited proposalsin
education have sought to improve teacher quality and revise teacherconpensation In
2006,64 percentof governorg29 of 45) describd effortsin theseareasNabouthe sare
percentage as last year. This year, the primary area of focus was on salary increases for

teachers.

I #-8"#($ 3&<,#)*-49&)H In 2006, 40 percentof governors (18 of 45)
discussed the need to increase teacher salariesN a large increase from the 27
percenif governorg14 of 51) who did soin 2005.

I 1#-8"#($ 1(-9)9)BH This year, 29 percentof governors(13 of 45) addressed
issues relating to teacher training and development, a decrease from the 35

percent (18 of 51) who did so last year. Efforts this year included, for
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example, several mentoring programs for new teachers, a proposal to link
teacher compensation to classroom-related professional development
(Kentucky), and a proposalto require colleges of education to incorporate

newly adopted state sandards into their teacher preparation programs (Ohio).

I 1#(94$D-=$&($D-=3I&($D#(J&(<-)BHid year, 24 percent of governorg11 of
45) called for plans to develop merit-based compensation systems for
teachersor incentivesto attractteaches to high-need fields or low-achieving
schools. This is a slight drop from the 29 percent (15 of 51) who discussed

thesekindsof planslastyear.

?9B"$+8"&&@$tI&(<HIn their 2006 addresses58 percentof governors(26 of 45)
describeceducationinitiatives focusedon high schoolsNanincreasdrom the 51 percent
(26 of 51) who did solastyearandthe 11 percent(5 of 45) who did soin 2004.The most

commonproposalscenteredaroundimproving student preparationfor college,with 36

percent of governors _
_ _ High School Reform
(16) discussingefforts o
Percentage of governors proposing high school reforms

in this area. Many of

0,
these proposals seek to 0% 58%
51%

ensure students | 60%

complete more | 50%
advanced coursework | 40% |
while in high school. | 54, -
Other reforms included

20% +—%1%
efforts to increase high

. 10% -
school graduationrates

_ 0% -
and implement small 2004 2005 2006

schools.

Source: State-of-the-state addresses for 2004, 2005, and 2006.

-(@=3"9@6"&&688-49&)HIn 2006, 51 percent of governors (23 of 45) supportedor

proposedorograns to enhanceearly childhoodeducation, up from the 43 percent (22 of
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51) who did soin 2005. Severalgovernorsproposedexpandingaccesto pre-schoolor

full day kindergarten.

Governors also addressed the follogissuesegardingk-12 schools:

+8"&&@IW)-)8#H Sixty-two percent of govenors (28) discussedschool
finance issues. This year, 33 percent (15) calledfor increasesn funding for
schools.This was a departurefrom the prominentthene last year, which
focusedon the needfor broadreforns in the financingof schools.This year,
severalgovernorsalsoemphasizedhe needto ensurethe increasedunding is
spent On the classroom,Ofor expenses such as textbooks, teacher training,

technologyandprograns provento getresults.

:678-49&)-@IVI88&7)4-NO@9MHtts year, 42 percent (19) discussed
accountability.As with last year, more governorshighlighted the resultsof
accountabilitystructureg(thatis, improvements on testscoresthat the stateOs
students had made) than called for greater accountability of the schools.

+8"&&@$&98#3)63$ 3"-(4#($ +8"&&@*Fhirty-three percen (15) supported
efforts to pronote and expandcharterschoolsor pursueother options for
increasingschoolchoiceNaboutthe same percentagaslastyear.

[-4"O+89# ) 8#%)6$ K#-69)BOP94#(-84Thirty-one percent (14) described
prograns to improve math or scienceskills, and 20 percent(9) described

initiatives to improve reading skills.

1 #8")& @B=HTwenty-sevenpercent(12) discussedprograns to expandor

improve technology for instructional purposes.

?9B"#($:678-49&)> Continuing a trend from previous years, governors in 2006

emphasized the importance of higher education in improving economic opportunities for

their states, communities, and residents. In 2006, 84 percent of governors (38 of 45)

described plans to support orgrove highe educationNup fom 80 perent (41 of 51) in
2005 and 71 percent (32 of 45) in 2004.
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This year, 53 percentof governors(24) discussedefforts to improve accessand
affordability of highereducationfor stateresidents, primarily through increasing student
financial aid but alsothroughimplenmentingtax creditsfor studentsandtuition capsfor
institutions. In addition, 38 percentof governors(17) called for increasedunding for

community colleges or collegesanduniversities.

H#- @'B- (#B®

Health care continues to be a high-priority issueNand a high-ccst itemN for states.
Ninety-six percent of governors (43 of 45) discussed health care challenges in their 2006

state-of-the-state addresses, with the most pressingissuesbeing health and wellness

pronotion, the rising costs of Health and Wellness

health care, prescription drugs, | percentage of governors proposing weliness initiatives
health coveragefor children, and | g0,

53%

healthcoveragefor the uninsured.

" 50%
In addition, more governors

37%

discussedhealth-technologyssues | 40%
compared with last year. 0% -
QH@ @) )BRH @IH(8<8498y | 2"
A majority of governorsin 2006 | 109

adopted wellness and health

0% -
promotion as a key health priority 2005 2006

for their sta[e_* This year, 53 Source: State-of-the-state addresses for 2005 and 2006.

percentof governors(24 of 45) emphasizedstate efforts to pronote healthy habits,
particularly in aress related to obesity,diet, exercise andsmokingNan increaserom 37
percent(19 of 51) in 2005. The National GovernorsAssociation(NGA), throughthe

" Immunization programs, childhood health programs, and drug and alcohol prevention prograns are not
included in these wellness counts. Tobacco prevention programs are included except for proposals simply
to raise taxes on cigarettes.
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leadership of Ark ansasGovernorand NGA Chairman Mike Huckabee, has adopted an
initiative promoting healthandwellnessduring 2006.

I RN#*94=%63%$ 5)-849'd+HThe most frequently cited wellness programs sought
to combat obesity and inactivity. Eleven governorsdescribedprograns in
theseareasjncluding eightfocusingon physicaleducationn the schoolsand
six pronmoting healthy activities among aduts and children outside the

schools.

I ?#-@4"$8(##)9)B*HHealth screeningdor school-agecchildren, newborns,

and others also wereamtioned frequetly. Ten governors discussed proposals




