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A FI SCAL PCLI CY REPORT CARD ON AMERI CA' S GOVERNORS: 1998
by Stephen Mbore and Dean Stansel

Executive Summary

This report presents the findings of the Cato Institute's
fourth biennial fiscal policy report card on the nation's
governors. The grading nmechanismis based on purely objec-
tive neasures of each governor’s fiscal performance. Those
governors with the nost fiscally conservative records--the
tax and budget cutters--receive the highest grades. Those
who have increased spending and taxes the nost receive the
| onest grades.

Two governors receive an A on our 1998 report card: WI -
I i am Jankl ow of South Dakota and John Rowl and of Connecti cut.
Three governors receive the grade of F: John Kitzhaber of
Oregon, Lawton Chiles of Florida, and Mel Carnahan of M s-
souri .

The governors of Anmerica s nost popul ous states and their
grades are Pete Wlson of California, C, George W Bush of
Texas, B; George Pataki of New York, B; Tom Ri dge of Pennsyl -
vania, B; Jim Edgar of Illinois, D; George Voinovich of Onio,
D, John Engler of Mchigan, B; and Christine Todd Wi tman of
New Jersey, B

There has been a clear trend toward nore spending at the
state level during the past two years. This year many gover-
nors reconmended budget increases of nore than 7 percent,
roughly three tines the rate of inflation. Since 1996 state
spendi ng has grown roughly 50 percent faster than federal ex-

pendi tures. Inflated budgets are now bei ng pronoted even by
Republ i can governors who cane into office in 1994 and 1995
pronoting tax-cutting agendas. In our 1996 report we noted

that the governors had noved states in a pronounced fiscally
conservative direction. Now we are nuch | ess sangui ne.

St ephen Mbore is director of fiscal policy studies at the
Cato Institute. Dean Stansel is a fiscal policy analyst at
Cat o.
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| nt roducti on

Today, nore than at any tine in half a century, state
governments in Anerica are under the command of Republicans.
Nowhere is the GOP's ascendancy at the state | evel nore evi-
dent than in the party’s nearly two-to-one | ead over the
Denocrats in governorships. Thirty-two of the governors are
Republ i cans, 17 are Denocrats, and one, Angus King of Mine,
is an i ndependent. Only 2 of the 10 nost popul ous states,

Fl ori da and Ceorgia, have Denocratic governors. That is a
dramatic shift in party control from 15 years ago when only
22 governors were Republicans. Adding to the Denocrats’
woes at the state level is the fact that the GOP has stead-
ily gained seats in state | egislatures across the nation as
well. Since 1992 the Republicans have picked up nearly 500
seats in the state | egislatures and have gone from control -
ling 27 percent of the state |egislative houses to control -
ling just under half of them

It is in this new era of Republican dom nation of
st at ehouses that we provide the results of the Cato Insti-
tute’s fourth biennial "Fiscal Policy Report Card on Aner-
ica's Governors."' The study is a conparative anal ysis of
t he budget and tax records of 46 governors. (Jane Hull of
Ari zona, Paul Cellucci of Mssachusetts, and Jim G | nore of
Virginia are not included because they assuned office too
recently for it to be possible to fully assess their rec-
ords. Tony Know es of Al aska is excluded because of peculi -
arities in Al aska s budget that nake interstate tax conpari -
sons problematic.) The report card provides an index of the
fiscal restraint inposed by each governor. Those who cut
taxes and spendi ng the nost receive the highest grades.
Those who raised taxes and spending the nost receive the
poor est grades.

The gradi ng nmechanismis based on purely objective
nmeasures of fiscal performance. Wth a few mnor refine-
ments in the grading system the study is based on the pro-
cedures developed in the previous three studies. Al of the
spendi ng and tax data cone fromthe Bureau of the Census,
the National Association of State Budget Oficers, the Na-
tional Conference of State Legislatures, and individual
state budget and revenue departnents.

Table 1 presents the overall fiscal policy grades of
each of the 46 governors. (More detailed tables are found
in Appendix A.) Two governors receive an A on our 1998 re-
port card: WIIiam Jankl ow of South Dakota and John Row and
of Connecticut. Three governors receive the grade of F:
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Overal
Date Fiscal
Took Policy
Governor State Office Score Grade
William J. Janklow (R) South Dakota Jan-95 75 A
John G. Rowland (R) Connecticut Jan-95 74 A
George E. Pataki (R) New York Jan-95 70 B
George W. Bush (R) Texas Jan-95 69 B
Gary E. Johnson (R) New Mexico Jan-95 61 B
David M. Beadey (R) South Carolina Jan-95 61 B
Fob James Jr. (R) Alabama Jan-95 59 B
Philip E. Batt (R) Idaho Jan-95 59 B
John Engler (R) Michigan Jan-91 59 B
Gary Locke (D) Washington Jan-97 58 B
Jm Geringer (R) Wyoming Jan-95 58 B
Chrigtine T. Whitman (R) New Jersey Jan-94 57 B
Tom Ridge (R) Pennsylvania Jan-95 56 B
Bill Graves (R) Kansas Jan-95 56 B
Don Sundquist (R) Tennessee Jan-95 55 B
Benjamin J. Cayetano (D) Hawaii Dec-94 55 B
Mike Huckabee (R) Arkansas Jul-96 52 B
Frank O'Bannon (D) Indiana Jan-97 51 B
Bob Miller (D) Nevada Jan-89 51 B
Paul E. Patton (D) Kentucky Dec-95 49 C
Kirk Fordice (R) Mississippi Jan-92 49 C
Parris N. Glendening (D) Maryland Jan-95 49 C
E. Benjamin Nelson (D) Nebraska Jan-91 438 C
Mike Foster (R) Louisiana Jan-96 47 C
Lincoln Almond (R) Rhode Isand Jan-95 47 C
James B. Hunt Jr. (D) North Carolina Jan-93 46 C
Cecil Underwood (R) West Virginia Jan-97 46 C
Angus S. King Jr. (I) Maine Jan-95 46 C
Tommy G. Thompson (R) Wisconsin Jan-87 45 C
ArneH. Carlson (R) Minnesota Jan-91 44 C
Z€ell Miller (D) Georgia Jan-91 44 C
Howard Dean (D) Vermont Aug-91 44
C
Michael O. Leavitt (R) Utah Jan-93 44 C
Roy Romer (D) Colorado Jan-87 43 C
Marc Racicot (R) Montana Jan-93 43 C
Edward T. Schafer (R) North Dakota Dec-92 42 C
Pete Wilson (R) Cdlifornia Jan-91 41 C
Jeanne Shaheen (D) New Hampshire Jan-97 41 C
Frank Kesating (R) Oklahoma Jan-95 40 D
Terry E. Branstad (R) lowa Jan-83 40 D
Tom Carper (D) Delaware Jan-93 39 D
George V. Voinovich (R) Ohio Jan-91 39 D
Jim Edgar (R) [llinois Jan-91 38 D
Méel Carnahan (D) Missouri Jan-93 35
F
Lawton Chiles (D) Florida Jan-91 32 F
John A. Kitzhaber (D) Oregon Jan-95 27 F
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John A. Kitzhaber of Oregon, Lawmon Chiles of Florida, and
Mel Carnahan of M ssouri.

Several trends uncovered in our report warrant speci al
mention. First, there has been a clear trend toward nore
spending at the state level since our last report card in
1996. The national econom c expansion has filled state cof-
fers with revenues, and many governors have recomended from
nodest to maj or new expenditures of those w ndfall funds.
Thi s year numerous governors--both Republicans and Deno-
crats--recommended increasing spending by nore than 7 per-
cent, roughly three tines the rate of inflation. For the
past three years state spendi ng has grown roughly 50 percent
faster than federal expenditures. The New York Tines re-
cently headlined a report on the budget proposals of the
governors of northeastern states, "Spending, Not Tax-
Cutting, Draws Focus of Governors." Political reporters
Davi d Broder and Dan Bal z of the Washi ngton Post noted ear-
lier this year that GOP governors “have | earned §o be con-
servative and pro-governnent at the sane tine. " P Many have
proposed the sane types of spending initiatives that popu-
late Bill dinton’s budget requests. Hence, in our opinion,
the talk of a dramatic fiscally conservative trend in the
states has been exagger at ed.

Second, the governors elected in recent years (in par-
ticular those elected in 1993 and 1994) have tended to be
nore aggressive in cutting taxes than those first el ected
before 1993. The top 8 governors in our report (and 14 of
the top 20) were elected in 1993 or 1994. None of those new
governors has pushed for inconme tax hikes in their first
terms, and nost have recommended tax cuts of one kind or an-
other. Mjor inconme tax cuts have been enacted in New York
under Ceorge E. Pataki, Pennsylvania under Tom Ri dge, Con-
necti cut under John G Row and, Okl ahoma under Frank Keat -
ing, and New Jersey under Christine Todd Wiitman. For this
reason, only two of the 1994 class of governors received a
grade worse than C

Third, the northeastern states in particular have noved
in a nost fiscally conservative direction in the |ast four
years--thus reversing the tax-and-spend policies of previous
governors, such as Lowell Weicker of Connecticut, JimFlorio
of New Jersey, M chael Dukakis of Massachusetts, and Mario
Cuonp of New York.® Al t hough the northeastern states are
still 20-30 percent above average in tax burden and per cap-
ita spending, as the trend toward pro-growh tax cutting has
continued, their relative econonm c performance has im
proved.
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Fourth, for the first tine since we began publishing
this report card, we found that party affiliation did seem
to make a major difference in the governors’ records of fis-
cal restraint. Republicans substantially outperformed Deno-
crats on the 1998 report card. The average grade for Repub-
licans was a B-, while the average grade for the Denobcratic
governors was a CG. On the past three report cards, Repub-
I'icans recorded only slightly higher average grades than
Denocrats (C+ for Republicans and G for Denocrats). But

not all Republicans did well. Frank Keating of Okl ahoma,
Terry Branstad of |owa, George Voinovich of Chio, and Jim
Edgar of Illinois all received a grade of D

Finally, this study inevitably reflects the inpact of
the spending and taxing inclinations of the state |egisla-
tures. On average, governors of states with nore fiscally
conservative legislatures tend to performbetter on the re-
port card than do governors of states with nore pro-spending
| egislatures. There are 14 governors in our survey who work
with state legislatures that are entirely controlled by the
other party. Governors Lincoln Al nond of Rhode Island, Kirk
Fordice of M ssissippi, Gary Johnson of New Mexico, and
Frank Keating of Okl ahoma have each been particularly handi-
capped by the fact that they work with | egislatures that are
nore |iberal than those of nbst states. On the other hand,
Governors Roy Roner of Col orado, Gary Locke of Washi ngton
and Lawt on Chiles of Florida have each benefited signifi-
cantly froma nore fiscally conservative |egislature. To at
| east partially separate out the influence of the |egisla-
ture, we include data on each governor’s budget recomenda-
tions and proposed tax cuts and increases--which are i nde-
pendent of the |egislature--as a conponent of the rating.

The Myth of State Governnment Downsi zi ng

The historic election of 1994 brought Republicans into
majority power in both the U S. Senate and the House of Rep-
resentatives for the first time in 40 years. Wat was over-
| ooked in that el ection--but was perhaps just as nonentous--
was the Republican takeover of the nation’s statehouses in-
cluding those of Texas, New York, Pennsylvania, Tennessee,
Al abama, Gkl ahoma, and Connecticut. In all, 14 new Republi -
can governors were elected in Novenber 1994. Alnost all of
them-fromBush in Texas to Pataki in New York--prom sed
| eaner and |l ess costly state governnent.

The el ections in 1995, 1996, and 1997 brought further
GOP pickups so that the GOP now has al nost a 2-to-1 advan-
tage i n governorships, and roughly 70 percent of the U. S.
popul ation lives in a state wwth a Republican governor. The
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st at ehouses have a deci dedly Republican flavor today.

That remarkable shift of the balance of power in favor
of Republicans has at |east partially reflected the voters’
general preference for nore fiscal restraint at the state
level. Both 1990 and 1991 brought record tax increases in
the states. Arizona, California, Connecticut, Kansas, Mas-
sachusetts, M chigan, M ssouri, New Jersey, and New York en-
acted multi-billion-dollar tax hikes--nostly incone tax rate
increases. |In alnost every case those tax policies had
crippling effects on the state's econony and exacerbated its
fiscal crisis.

Most tax-raising governors were rejected by voters at
the polls and replaced with nore fiscally conservative suc-
cessors, such as Engler of Mchigan, Ri dge of Pennsyl vani a,
Wi t man of New Jersey, and Pataki of New York. Each of
t hose governors ran for office pledging spending restraint
and broad-based tax cuts. Witman’s unexpected victory over
Florio in the 1993 New Jersey gubernatorial race stemred
| argely from her bold proposal for a 30 percent incone tax
cut. Since then, Wiitman’s tax cut platform has been
w dely, and usually successfully, imtated by other Republi -
can gubernatorial candi dates across the country. The nost
recent exanple of the continued potency of the tax issue in
state elections was the victory by Republican Jim G | nore of
Virginia in a race that becane a referendumon Glnore’'s
pl edge of "No Car Tax."

Republ i can governors have introduced many innovative
fiscal and economc reforns to state governnent. Since 1993
sone 30 states have enacted supply-side tax rate cuts. Only
a handful has raised taxes since then. Republican governors
have al so been highly active in pronoting education reform
t hrough school choice (Tommy Thonpson of Wsconsin, Arne
Carl son of M nnesota, and Voi novich of Ohio); work-based
wel fare requirenents (Engler of Mchigan, Fordice of M ssis-
si ppi, and Row and of Connecticut); and tort reform (Bush of
Texas). "We are overthrowing all the unworkable Iiberal ab-
stractions of the past and replacing themw th a revolution
of conservative ideas," boasted Pataki who defeated Mario
Cuono in New York in 1994.

But on budget restraint, Republican governors have a
m xed record at best. Despite the alnbst universal rhetoric
of governors about governnent downsizing, in the past two
years as the national econony has surged, many Republican
governors have | aunched state spendi ng sprees, rem niscent
of state fiscal behavior in the 1980s. In those prosperous
Reagan years, popul ar governors such as M chael Dukakis of
Massachusetts, Mario Cuono of New York, Tom Kean of New Jer-
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sey, Bruce Babbitt of Arizona, and George Deuknejian of
California allowed state expenditures to double and nore in
the span of a decade. The rapid rise in salaries, corporate
profits, and consuner spending created tax windfalls for
states in those years. Wen the recession finally hit in
19906 spendthrift states faced unprecedented | evels of red

i nk.

This is precisely the situation in many states in the

current econom c expansion. In 1997 the states ended the
fiscal year with about $21 billion nore in tax collections
than they had anticipated. It appears that7there will be a

si zabl e revenue windfall this year as well.

In state capitals from Trenton to Sacranento, those
sur pl uses have provided an irresistible tenptation to spend.
Pat aki’s eul ogy for big governnment |iberalismin New York
was at best premature. In fact, only nonths after deliver-
ing that speech, Pataki endorsed a $1.5 billion "infrastruc-
ture bond act,"” and this year he served up to the state | eg-
islature a budget calling for $5 billion in new spending, a
9 percent increase. Pataki’'s first two budgets in 1995 and
1996 called for zero growh in spending. (H s "sophonore
sl unp” drops himfroman Ato a B on this year’s report
card.) Meanwhile, across the river in New Jersey, Witman
endorsed a 6 percent budget hike, including a $600 million
boost in education spending. On the West Coast, Califor-
nia's budget grew 8 percent in fiscal year 1998, and for
1999 out goi ng Governor W1 son proposed another 8 percent in-
crease, including nore than $1 billion in extra education
spendi ng.

In an era of alnbst no inflation, state budgegs grew by
5 percent in FY97 and nore than 6 percent in FY98. Not i ng
that apparent return to profligacy, a recent Wall Street
Journal headline read, "For Republican Governors, Spending
[snt a Dirty Wrd Anynore."® Tommy Thonpson recently de-
clared all too truthfully that "you see a new breed of ac-

tivismanong us [ Republican governors]." Voinovich adds
that "we recogni ze there are problens to be sol ved and that
there is a role for governnent to play." 1In recent years

states have dramatically increased spending on dintonesque
priorities such as expanded governnment prograns for child
care, health care, education, and the environnent.
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In fact, although state | awrakers claimto have | earned
the | essons of the boom and bust cycle of 1982-90, the evi-
dence does not altogether support that conclusion. On the
one hand, it is true that states have built up sizable
"rainy day" reserve funds. The National Association of
State Budget O ficers reported | ast year that "bal ances as a
percent age of expenditures in fiscal 1996 and 1997 are at
the hi ghest levels since 1980."" Over the past three years
state reserves have averaged a healthy 7 percent of reve-
nues.

But even as rainy day funds increase, state expendi -
tures are clinbing at an even nore frantic pace than in the
1980s. After adjusting for inflation, state expenditures
have grown by 4 percent per year so far in the 1990s versus
3.4 percent per year in the 1980s.

One neasure of the expansion of state governments is
t he nunber of workers on the state payroll. A recent cover
story in Governing magazine, titled "The Myth of the
Meat axe, " revealed the extent of the hiring binge at the
state level in recent years. According to author Jonathan
Wal ters,

In the md-1990s as the words "freeze," "shrink,"
"cap," and "cut" have becone staples of the execu-
tive | exicon, state governnent enploynent has con-
tinued to go up al nost everywhere. Nationally, in
the years from 1990-96, it increased by 5 percent,
according to the Bureau of Labor Statistics.

You m ght expect that the states have staffed
up at the expense of squeezing | ocal governnents--
whi ch according to conventional w sdom are | abor-

i ng under the double hiring constraint of severe
budgetary stress and political pressure to out-
source and privati ze. :

In fact, local and state governnment both wn
a pl ce on the BLS top- 10 list of growth indus-
tries in the 1990s.

The story notes that in CGeorgia, where Zell Mller
boasts of "smaller is better" state governnent, public-
sector enploynent is up 13 percent in the last 7 years. In
W sconsi n Tonmy Thonpson has al | owed state governnment pay-
rolls to grow 7 percent in the |ast 6 years.

Even the barrage of tax cutting by the current crop of
governors is not as dramatic as fiscal conservatives m ght
have hoped. Despite the tax cuts, in these tinmes of eco-
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nom c expansion, state revenues naturally continue to rise
substantially fromyear to year, particularly in states with
progressive incone tax codes. Furthernore, in many cases
the tax cuts of 1994-98 have not fully reversed the nassive
tax hikes of 1990-92. As a result, since 1990 total state
and | ocal revenues as a share of inconmes have risen from
22.2 percent to 25.1 percent.

State taxpayers fare worse today when it cones to the
litany of fees, tolls, and excise taxes inposed by states.
"Voters will no longer tolerate big broad hikes," notes a
Decenber 1997 WAll Street Journal editorial titled "Sal es
Tax Mania." "So politicians sinply have started picking
targets they hope voters won’t notice. Hence, the recent
spate of gas taxes, hotel taxes, car-rental taxes, ciga-
rettes taxes, and so on."'* A case in point is Wsconsin's
Tonmy Thonpson, who has earned accol ades in the past as an
anti-tax-and-spend CEO. In his 1998 budget Thonpson re-
gquested an increase in the gasoline tax and the cigarette
tax as well as a tax on Internet sales. Governor Witman of
New Jersey has hiked the gas and cigarette taxes.

O course, it is still unquestionably true that the
current group of governors is far nore fiscally conservative
than the Florios, Cuonps, Wickers, and Caseys they re-
pl aced. On bal ance, the nbst onerous state and | ocal
t axes--incone, property, and sales taxes--have fallen in re-
cent years.

Nonet hel ess, runors of the takeover of state governnent
by fiscal conservatives have been greatly exaggerated. In
our 1996 report card, we wote that "from Al bany, to Tren-
ton, to Lansing, to Phoenix, the culture of big governnent
liberalismis in clear retreat in the states and fiscal con-
servatismon the rise."™ That statement was made after 21
states slashed taxes in 1995. But now we are not so confi -
dent of a genuine conservative paradigmshift in state capi-
tals. W are deeply discouraged, for exanple, that nore of
this year’s revenue windfalls went for spending increases
than for tax cuts. And as the exanple of Tommy Thonpson in-
di cates, even many of the nost celebrated fiscal downsizers
in the statehouses have caught the spendi ng bug--particu-
larly in this election year.

State Tax Rates Are Falling

In the 1990s the states have undergone a dramatic
about -face on tax policy. The years 1990-92 brought record
tax increases to attenpt to bal ance state budgets in the re-
cession. Since then the states have, by and | arge, pursued
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the opposite policy. The governors elected in 1993, 1994,
and 1996 have led the tax-cutting parade, enacting numerous
supply-side tax rate reductions. In each of the past three
years, nore than half the states have cut taxes. Most of
that tax-cutting activity has consisted of chopping anti -
conpetitive business and personal incone tax rates, as
states have becone nore sensitive to inproving interstate
tax conpetitiveness. Over the sane tinme period, no states
passed major tax increases and only two raised tax rates.

This year about half of the governors recommended fur-
ther tax cuts in their budget proposals for the comng fis-
cal year, including several recomendations for further sup-
ply-side rate reductions. Mst anbitious of all was a
proposal by Okl ahoma’s Frank Keating to cut the top state
incone tax rate in half, from7 percent today to 3.5 percent
by 2002. Ben Cayetano of Hawaii proposed cutting his state’s
sky-hi gh personal inconme tax rates by 15 percent over sev-
eral years. Engler of Mchigan proposed phasing in a reduc-
tion of from4.4 to 3.9 percent in the top incone tax rate.
Governor Cellucci of Massachusetts proposed reducing the
state’s personal incone tax rate from5.95 percent to 5 per-
cent, phased in over three years. And Governor Pataki has
continued his crusade to nmake New York’s record-high tax
system nore pro-business and pro-investnent by cutting the
corporate incone tax by 1.5 percentage points. Governor
Jankl ow of South Dakota, one of the nine states that bene-
fits fromhaving no inconme tax, has proposed a second | arge
property tax cut. Governors Glnore of Virginia, WIson of
California, and Lincoln Al nond of Rhode |Island have started
to phase out the car tax in their states.

Conpari ng Tax-Rai sing and Tax-Cutting States in the 1990s

The wi de variety of tax changes enacted in the states
so far in the 1990s offers a useful |aboratory for exploring
the effects of tax policy on relative state econom c per-
formance. Sone states have significantly raised their state
and | ocal tax burden relative to the national average; oth-
ers--particularly in the Northeast--have inproved their tax
position by slashing their overall tax burdens.

That raises the age-old issue of whether tax changes
affect state economc growh rates. To address that issue,
we conpared, in a nonscientific way, the econom c and fiscal
results in the 10 states that increased taxes the nost with
the results in the 10 states that cut taxes the nobst over
Table2
Taxes and State Economic Performance in the 1990s
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Top 10 Top 10

Tax- Tax-

Hiking Cutting

States States (URSY

FY90-96 FY90-96 Average
FY 1990-96 Revenue Increases

(as % of 1990 Personal Income) 1.7% -0.3% 0.6%

Population, 1990-95 4.2% 7.4% 5.4%
Employment, 1990-95 0.0% 10.8% 5.9%
Unemployment Rate (% pts.), 1990-95 -0.2 -0.5 0.1
Unemployment Rate, 1995 6.0% 4.7% 5.6%
Personal Income, 1990-95 27.0% 32.6% 28.6%
Per Capita Personal Income, 1990-95 21.8% 23.4% 22.1%
Budget Reserves, FY 1996 (% of spending) 1.7% 7.1% 5.1%

the period 1990-96. The results are at |east suggestive
t hat when states reduce their aggregate and margi nal tax
burdegﬁ, they i nprove their conparative economc perform
ance.

Maj or findings, as sunmarized in Table 2, include the
fol | ow ng:

Popul ati on Grow h

Anmericans voted with their feet in favor of tax-cutting
states. Population gains were 4.2 percent in the tax-
raising states but 7.4 percent in the tax-cutting states.
The tax-cutting states gai ned 500,000 nore people than did
the tax increasers.

Enpl oynent G ow h

Busi nesses and jobs mgrated to lowtax states in the
1990s. From 1990 to 1995 the United States gained 7 mllion
net new jobs. But in the 10 states that raised taxes, total
enpl oynent did not rise at all--in fact, it fell slightly.
The biggest job | osses were in the tax-raising states of
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Rhode Island, Connecticut, California, and Massachusetts.
Job growt h averaged 0.0 percent in the tax-increasing states
and 10.8 percent in the tax-cutting states. None of the
tax-cutting states |lost jobs. Mst noteworthy of all is the
situation in New Jersey. After Florio's $2 billion income
tax hike in 1990, the state |ost 275,000 jobs. Since Wit-
man’s 30 percent inconme tax cut, virtually all of those jobs
have returned to the Garden State.™

Unenpl oynent Rat e

The superior job creation perfornmance of the tax-
cutting states is also revealed in the unenpl oynent dat a.
At the end of 1995 the unenpl oynent rate was, on average,
4.7 percent in the 10 tax-cutting states and 6.0 percent in
the 10 tax-raising states. The unenploynent rate fell in
the 1990s by 0.5 percentage points in the tax-cutting states
but by only 0.2 percentage points in the tax-raising states.
Since Engl er began his tax-cutting agenda in M chigan, the
state has seen its unenploynent rate fall from 1 percent
above the national average to bel ow the national average.
At 4.3 percent, Mchigan now has its | owest unenpl oynent
rate since before Ford introduced the Miustang sone 30 years
ago.

| ncones

Total state inconme grew by 32.6 percent in the tax-
cutting states and by 27.0 percent in the tax-raising
states. Per capita inconme grew 21.8 percent in the tax-
raising states, slightly below the 23.4 percent average in
the tax-cutting states. That translated into a $400 greater
increase in per capita inconme in the tax-cutting than in the
t ax-rai sing states.

Budget Reserves

The budget reserves of the tax-cutting states (7.1 per-
cent of state expenditures) were nuch higher than of the
states that had raised taxes (1.7 percent). That is, tax-
cutting states are in better fiscal health this year than
are tax-increasing states. New York’s experience is in-
structive. A recent study by the Enpire Foundation, a state
think tank in New York, found that "even when the final and
deepest phase of New York’s incone tax cut is inplenented
this year, the state’s resurgent econony appears likely to
generate nore incone tax revenue under CGov. GEorgg Pat aki
than it ever did under fornmer Gov. Mario Cuono."
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Bond Rati ngs

If tax cuts contribute to fiscal deterioration, then
the bond ratings of the 10 states that cut taxes the nost in
the 1990s should be worse than those of the 10 states that

rai sed taxes. Just the opposite is true. In the tax-
cutting states, the average Mody’'s bond rating in 1995 was
between Aaa and Aa. In the tax-raising states, the average

Moody’ s bond rating was between Aa and Al.

Nuner ous academ ¢ studies on the conpetitive environ-
ment in the states have confirnmed what the anecdotal evi-
dence above suggests. For instance, in a 1996 study, econo-
m st Zsolt Becsi at the Federal Reserve Bank in Atlanta
found that "relative marginal tax rates have a statistically
significant negative relationship with relative state
growh." He advises that "if [a state’s] long-term growh
rates seemtoo low relative to other states, |owering aggre-
gate state and local marginal tax rates is ljikely to have a
positive effect on long-termgrowth rates.” ' O as M chi -
gan's Engler has put it, "The governors are now cutting
t axes gecause we have seen themwork in our states first
hand. "

It appears that, for now at |east, the supply-side phi-
| osophy, that low tax rates help pronote state econom c com
petitiveness, is the new governing doctrine in the nation’s
state capitals.™ The new tax-cutting phil osophy has even
i nvaded sonme of the nost traditionally liberal spending
states. Last year Denocratic Governor Parris d endeni ng of
Maryl and endorsed lowering tax rates by 10 percent, after
earlier conceding that "right now an inconme tax cut is the
single nost inportant step we can take to nmake Maryl and nore
conpetitive and create nore jobs."*

Purpose of the Fiscal Policy Report Card

This report focuses on the fiscal record of governors
for several reasons. One is that state governnents have
evolved into large, multi-billion-dollar enterprises. The
budgets of some states--including California, Florida, New
York, and Texas--now exceed $50 billion, which neans that
they are larger than nost nations' budgets. 1In 1996 total
state spending was roughly $860 billion, up from about $685
billion in 1990 (in 1996 dollars) and about $490 billion in
1980 (in 1996 dollars). The states now spend roughly $3, 250
per person and 14 percent of personal income. Wth such
huge resources under their control, in many ways governors
in the 1990s serve as the equivalent of the states' chief
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financial officers. |In that capacity, the governors have a
substantial effect on the fiscal and econonmi c health of
their states.

Anot her reason to focus on governors’ policies is that
the occupants of the statehouses are hugely influential po-
litical figures in America today. Today a governorship is
regarded as a solid stepping stone to the Wiite House, as
Jimmry Carter, Ronald Reagan, and Bill dinton have proven.
Mor eover, Republican Governors Bush of Texas, W/Ison of
California, Engler of Mchigan, and Thonpson of W sconsin
have all been nentioned as top candidates for the Republican
nom nation for president or vice president.

Governors are also | eading public policy innovators.

The states are increasingly fulfilling their roles as incu-
bators for untested policy proposals and as "Il aboratories of
denocracy." Currently, Thonpson of Wsconsin is recognized

as a pioneer on welfare policy; Engler of Mchigan is the
preem nent architect of a governnment downsizing agenda; Bush
of Texas crafted a pioneering tort reformbill; and Whitnman
and Pataki are the driving force for supply-side tax cuts.

The Cato Institute's "Fiscal Policy Report Card on the
Governors" is unique in that it is overtly based on criteria
of fiscal restraint and tax reduction. Conventional neas-
ures of governors’ success are based on their |evel of gov-
ernnment activism Under that nmeasure of success, governors
who are willing to spend noney to sol ve problens are touted
as the best and nost successful.

The purpose of the "Fiscal Policy Report Card on Aner-
ica's Governors" is to assess the policies of each governor
fromthe taxpayers' perspective. There are currently dozens
of prom nent taxpayer rating systens for nenbers of Con-
gress. To our know edge, this is the only objective analy-
sis of the fiscal performance of governors.

Limtations of the Report Card

This is the fourth "Fiscal Policy Report Card on Aner-
ica’s Governors"; the first was published in 1992. As we
have with each report card since the first, this year we
have made mnor refinements in the nmethodology in order to
inprove the results. Nonetheless, at the outset we acknow -
edge several unavoi dable problens in grading the fiscal per-
formance of the governors.
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First, as nentioned above, the report card does not en-
tirely isolate the inpact of the governor fromthe fisca

decisions of the state legislature. In npost states the |eg-
islature's influence on budget outcones is at |east equal to
the governor's. In addition, if the state legislature is

controlled by a different party than the governor's, then

t he governor's conmand over fiscal policy outcones is nor-
mal |y di m nished. (Appendix Bto this report summarizes the
fiscal policy record of each governor and nmakes note of

whet her the |legislature is of the sane party as the gover-
nor.) There are 14 governors in our survey who work with
state legislatures entirely controlled by the other party.

To mtigate that problem we grade the governors not
just on the policy outcones but also on the expenditure and
tax proposals contained in their official annual budget rec-
omendations. This allows us to isolate the governor’s
policies fromthose of the |egislature.

Another limtation of this study is that sone states
grant their governors substantially nore constitutional
authority over the budget process than do others. For exam
ple, in Wsconsin, Tommy Thonpson is enpowered with an item
reduction veto, which allows himto unilaterally reduce
agency funding. By contrast, JimHunt of North Carolina is
the only governor in the country who does not have veto
authority. Mreover, the supermgjority vote requirenent for
overriding a veto varies anong states. Those factors give
the governors different anmounts of control over budgetary
out cones, which are not accounted for in this study.

Anot her conplication is that every state has peculiari-
ties inits expenditure and tax policies that can inpede in-
terstate tax and spendi ng conparisons. For instance, in Ha-
wai i nost school funding cones fromthe state not the | oca
governnents, which inflates Hawaii’'s spending figures.

Al aska and several other states receive tax revenues from
severance taxes on oil produced or mnerals mned in the
state. Those are taxes that can be exported to out-of-state
residents. Furthernore, the fiscal condition of those
states can inprove or deteriorate dramatically in response
to changes in the market price of coomodities. W believe

t hat severance taxes are a significant distortion only for

Al aska and exclude that state fromthe study for that rea-
son.

A nunber of states have noved in recent years toward
reducing reliance on | ocal property taxes as part of school
finance reforminitiatives. Mst notably, in 1994 M chigan
i npl enment ed an education finance reform package that in-
cluded an increase in the state sales tax in exchange for a
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| arger dollar reduction in the |ocal property tax. Since
1994 nunerous states have followed Mchigan’s |ead. [|In nost
cases, the changes involve a reduction in |ocal property
taxes, wth the state governnent conpensating |ocal govern-
ments for that reduction by increasing the state share of
school funding. |In sonme cases, the increased state funding
conmes fromnew state-|evel taxes or increases in existing
state taxes. Local property tax/school finance reforns of
this type have been inplenented in recent years in numerous
states, including |Idaho, |Iowa, Kansas, South Carolina, South
Dakota, Vernont, and Wsconsin. Such centralization of an

i nherently local function of government is both seriously

m sgui ded and counterproductive.22 For the purposes of our
report card, such reforns create a significant chall enge.

Qur data on state finances reflect the inpact of the in-
creased spending and revenue at the state level, but they do
not reflect the inpact of the reductions at the |ocal |evel.
Thus, it appears that taxpayers in M chigan have seen a
huge increase in spending and revenue under Engler--which is
fairly accurate at the state level. However, because | ocal
property taxes were substantially reduced, the conbined bur-
den of state and |ocal taxes and spendi ng has not expl oded
at all. For Mchigan, and for each of the other states that
have i nplenmented simlar property tax/school finance re-
forms, we have attenpted to nmake reasonabl e adjustnents to
our state spending and tax variables to account for the net

i npact of those changes.

Finally, we have substantially nore data for assessing
the fiscal performance of governors first elected before
1995 than for the seven governors in our survey who have
taken office since then. Therefore, we caution that the
grades of the seven governors who have taken office since
1995 shoul d be viewed as m dtermreports.

Report Card Met hodol ogy

In this study, for each governor we conpute an overal
fiscal policy grade that reflects the governor's success at
restraining the gromh of taxes and spending. Al of the
tax and expenditure data used cone fromthe Bureau of the
Census, the National Association of State Budget O ficers,
the National Conference of State Legislatures, and individ-
ual state budget and revenue departnents.

Unli ke the case for past report cards, there are only a
few governors who have been in office for fewer than three
years. Therefore, we do not have two groups of governors,
ol d governors and newer governors. All 46 of the governors
included in this study are exam ned together. However, we
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do not yet have the conplete Census Bureau data with which
to fully assess changes that have been inplenented by the
seven governors who have taken office since 1995. There-
fore, for those seven governors we rely strictly on general
fund budget and revenue data and tax rate changes.

G adi ng Procedure

We exam ne 14 policy variables: 4 for spending, 5 for
revenue, and 5 for tax rates (2 of which have a wei ght of
only one-half). However, for the seven governors who have
taken office since 1995, two of the spending variables and
two of the revenue variabl es--the ones that are based on the
Census Bureau data--are excl uded.

For each variable we use a procedure to standardi ze the
results, such that the governor with the worst score (e.g.,
| argest increase) receives a zero and the governor with the
best score (e.g., largest reduction or snallest increase) a
100. We then assign an equal weight to each variable (with
the exception of the two tax rate variables that are
wei ghted at only one-half each, because we view them as of
| ess fiscal inportance) and average the scores to obtain an
overall fiscal policy grade for each governor. W obtain
separate grades for spending and for taxes by averagi ng the
scores earned in each category.

Pol i cy Vari abl es Exam ned

One objective of our analysis is to present a conpre-
hensi ve picture of the budget and tax changes recomended
and approved by each governor. To make neani ngful conpari -
sons of the |levels of spending and revenue in the states, we
must first control for the substantial differences in the
size of the states’ popul ations and economes. To do that,
government spending and tax figures are typically expressed
as a ratio of one of two econom c vari abl es: popul ati on and
personal incone. Al but one of the revenue and spendi ng
variables we use in this report are expressed in this way,
that is, per capita or per $1,000 of personal incone. (The
one exception is the variable for recommended tax cuts or
i ncreases as a percentage of prior year’s expenditures.)

Adj usting for the size of state econom es also allows
us to make nore neani ngful conparisons of the growth of
revenue and spending in the states. For exanple, assune
that a tax rate reduction in a particular state fosters
hi gher econom c growh, as we would expect. The growh of
state revenue collections should rise as a result of that
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faster econom c growh. However, since the econony is also
expandi ng, the actual burden of taxes per person and as a
share of incone--that is, the ratio of revenue to both popu-
| ati on and personal inconme--should grow | ess rapidly than
total revenue itself. 1In nost cases, the tax burden should
fall. Conversely, if a tax rate increase reduces econom c
grow h, as we woul d expect, then the tax burden per person
and as a share of inconme will increase faster than the raw
dol Il ar value of revenues. 1In short, this report card re-
war ds governors who adopt pro-growth neasures that increase
mgration into the state and increase incone |evels and pun-
i shes those who adopt neasures that reduce econom c grow h.

Al'l but one of the variables neasure the change in the
fiscal policy variable during each governor’s tenure. That
remai ni ng variabl e nmeasures the current |evel of the top in-
cone tax rates in each state.

Expendi ture Vari abl es

1. Average annual change in real per capita direct gen-
eral spendi ng under each governor through FY96.

2. Average annual change in direct general spending per
$1, 000 of personal incone under each governor through FY96

3. Average annual recommended change_in real per capita
state general fund spending through FY99.

4. Average annual change in state general fund spending

per $1, 000 ofzyersonal i ncome under each governor from FY96
t hrough FY98.

Revenue Vari abl es

1. Average annual change in real per capita state tax
revenue under each governor through FY97

2. Average annual change in state tax revenue per
$1, 000 of personal incone under each governor through FY97

3. Average annual recommended change in state gener al
fund revenue per $1,000 of personal inconme through FY99.

4. Average annual change in real per capita state gen-
er al gynd revenue under each governor from FY96 t hrough
FY98.
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5. Average annual recommended tax cuts or increases as

a ggrggntage of the prior year’s expenditures through
FY99.

Tax Rate Vari abl es

1. Percentage point change in the top personal incone
tax rate under each governor, including governors’ recom
mended changes that were not enacted.

2. Percentage point change in the top corporate incone
tax rate under each governor, including governors’ recom
mended changes that were not enacted.

3. Sumof the top margi nal state personal and corporate
income tax rates in 1998. (This variable is given a weight
of only one-half.)

4. Change in the state sales tax rate under each gover-
nor, including governors’ recommended changes that were not
enact ed.

5. Change in the state gasoline tax rate under each
governor, including governors’ recommended changes that were
not enacted. (This variable is given a weight of only one-
hal f.)

The Mbst Frugal and the Bi ggest Spendi ng Governors

A sunmary of the results and ratings on the four expen-
diture variables is shown in Table A-1. Tables A-2 through
A-5 list the five biggest spenders and five biggest budget
cutters in each individual spending category.

The two governors with the best records of budget re-
straint were Bush of Texas and Row and of Connecticut. Each
of those governors recomended and enacted spending | evels
that declined by 1.5 percent per year on a real per capita
basi s and declined by nore than 2 percent per year on a per
$1, 000 of personal incone basis. Janklow (South Dakota),

Pat aki (New York), Batt (ldaho), Janes (Al abama), and Engl er
(M chi gan) al so have exceptional records of spending re-
straint.

By far the biggest spender of the group was Kitzhaber
of Oregon. On average, his recomended budgets have call ed
for increasing real per capita spending by nore than 5 per-
cent, and spendi ng has gone up roughly 2 percent per year
faster than personal inconme. Carper (Delaware), Chiles
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(Florida), and Shaheen (New Hanpshire) al so have very poor
records of spending restraint.

The spendi ng scores highlight the huge differences in
fiscal directions of the states in recent years. |In con-
trast to the calls of Kitzhaber (Oregon), Chiles (Florida),
and Carnahan (M ssouri) for increases in real per capita
spendi ng of 3 percent a year and nore, Beasley (South Caro-
lina), Wlson (California), MIler (Nevada), and Johnson
(New Mexi co) have reconmmended real per capita spending re-
ductions of nore than 2 percent per year. -

Since 1996 the governors who have approved the steepest
spendi ng cuts are Engler (M chigan), Janklow (South Dakota),
and Row and (Connecticut). By far the biggest budget in-
crease over the last two years was approved by Shaheen (New
Hanpshire).

The Mpst and Least Taxi ng Governors

Tabl es A-6 through A-16 present the results on tax
rates and revenues. The governor with the best record on
reduci ng taxes and restraining revenue growth was Jankl ow of
Sout h Dakota, who inplenented an $80 nmillion property tax
cut. On average, Janklow s recommended tax cuts have
anounted to about 1.5 percent of the state budget, which in
South Dakota is just over $1 billion a year. Row and (Con-
necticut), Pataki (New York), Johnson (New Mexico), Whitnman
(New Jersey), and Bush (Texas) al so have exceptional records
of tax cutting and revenue restraint.

The two governors with the worst records on reducing
taxes and restraining revenue growm h are Carnahan of M s-
souri and Chiles of Florida. Under Carnahan, per capita tax
revenue in Mssouri has gone up 5.6 percent per year in rea
terns, and tax revenue per $1,000 of personal incone has
gone up by 3.7 percent per year. Chiles’s recommended bud-
gets have called for increasing revenue per $1,000 of per-
sonal incone by 2.5 percent per year. Voinovich (Chio),

Kit zhaber (Oregon), and Dean (Vernont) also have very poor
records on taxes and revenue restraint.

The premer tax cutters have been Jankl ow (South Da-
kota), Pataki (New York), Row and (Connecticut), G aves
(Kansas), and Beasley (South Carolina). On average,

t hroughout their terns each of them has recommended annual
tax cuts of nore than 1 percent of state spending per year.

The bi ggest tax hi kers have been Dean (Vernont), Kitz-
haber (Oregon), Shaheen (New Hanpshire), and Chiles (Flor-
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ida). On average, throughout their terns each of them has
recommended annual tax hikes of nore than 1.5 percent of
state spendi ng per year.

The four governors who have brought down incone tax
rates the nost during their tenures are Branstad (lowa), Pa-
taki (New York), Witman (New Jersey), and Row and (Con-
necticut). However, incone tax rates have al so been reduced
under Carper (Del aware), Cayetano (Hawaii), d endening
(Maryl and), Engler (Mchigan), Nelson (Nebraska), Johnson
(New Mexico), Hunt (North Carolina), Keating (Oklahoma), Al-
mond (Rhode Island), Leavitt (Uah), and Thonpson (W scon-
sin). WIson (California) has had his proposals to cut in-
cone tax rates stymed by the legislature. Simlarly, many
of the governors |isted above have proposed | arger incone
tax rate reductions than their legislatures were wlling to
approve. Those tax rate reductions have typically led to an
increase in incone tax revenue collections.

Meanwhi | e i nconme tax rate increases have been enacted
under Voi novich (Ohio), Carnahan (M ssouri), and Dean (\Ver-
mont). I n North Dakota under Schafer and in Vernont under
Dean, residents saw their state rates go up in 1993 with the
Clinton tax hike, because in those states the personal in-
cone tax is levied as a percentage of federal incone tax |i-
ability. WIlson (California) also raised incone tax rates
substantially in 1991--produci ng al nost no new revenues;
however, that increase has now expired, and the top rate is
back down where it was when he took office. There are signs
that this has hel ped propel an econom c rebound in Califor-
ni a.

The | argest sales tax hikes were enacted or recomended
by Racicot (Mntana), Branstad (lowa), and Engler (M chi-
gan). Racicot recommended giving Montanans a first-ever
state sales tax of 4 percent, but voters rejected it in a
referendum Engler’s 2-cent sales tax increase was tied to
a sizable reduction in Mchigan property taxes. The package
was a $1 billion net tax cut for Mchigan residents. Bran-
stad al so enacted a 2-cent sales tax hike. The sales tax in
M ssi ssippi was increased by 1 cent, but only after the | eg
islature overrode Fordice’'s veto of that tax hike. The only
governor to cut the sales tax was Leavitt (Utah).

Concl usi on

The fiscal record of the current governors is a m xed
bag. The governors have generally chopped punitive and
anti-growth incone taxes on workers and busi nesses. Mich of
this is in response to the increasing tax conpetitiveness
anong states--a conpetition that we view as quite healthy.
Interstate tax conpetition forces states to downsize their
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budgets and el i m nate expendi ture prograns that do not give
residents value for their tax dollars--particularly incone
transfer prograns. It also forces states to concentrate on
the dynam c econom c inpacts of tax policy changes. There
is now little doubt that tax changes can have a profound im
pact on the relative econom c conditions of states.

Qur great concern, however, is that in this era of na-
tional prosperity states have forgotten all of the |essons
of the 1980s and again are enbarking on a fiscally reckless
spendi ng spree. The past two years have brought an unprece-
dented accel eration of state spending. Republican governors
who advertise thensel ves as fiscal conservatives have been
sone of the worst offenders. Fiscal prudence suggests that
the revenue windfall froma strong econony should be re-
turned to taxpayers, not carel essly spent by governors and
state legislators as if it were manna from heaven.
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Average Average
Average Annual Average Annual
Annual Changein Annual Changein
Change Direct Recommended  General
in Real General Change Fund
Per Capita Spending in Real Spending
Direct Per $1,000 Per Capita Per $1,000
Date General Personal General Fund  Persona
took  Spending Spending Income Spending Income
Governor State office Score  Grade throuah 1996 throuoh 1996 throuoh 1999  1996-98
George W. Bush (R) Texas Jan-95 85 A -3.1% -5.0% -1.5% -2.0%
John G. Rowland (R) Connecticut Jan-95 85 A -1.7% -5.2% -1.8% -2.7%
William J. Janklow (R) South Dakota Jan-95 80 B -2.4% -1.9% -1.5% -4.1%
George E. Pataki (R) New York Jan-95 77 B -1.4% -3.8% -1.5% -2.1%
Philip E. Batt (R) Idaho Jan-95 76 B -1.6% -4.2% -0.6% -2.0%
Fob James Jr. (R) Alabama Jan-95 76 B -2.9% -5.2% -0.1% -0.2%
John Engler (R) Michigan Jan-91 69 B 1.2% -0.8% -1.5% -4.8%
Don Sundquist (R) Tennessee Jan-95 67 B -1.7% -4.5% 0.7% -0.1%
Jim Geringer (R) Wyoming Jan-95 66 B -3.0% -4.9% 1.4% 1.3%
David M. Beasley (R) South Carolina  Jan-95 65 B -0.6% -2.9% -3.4% 2.0%
Bill Graves (R) Kansas Jan-95 64 B 0.3% -2.2% -0.4% -2.1%
Gary Locke (D) Washington Jan-97 63 B 0.5% -2.4%
Benjamin J. Cayetano (D) Hawaii Dec-94 62 B -0.4% -1.0% -2.3% -0.4%
Tom Ridge (R) Pennsylvania Jan-95 61 B 0.7% -1.5% -0.3% -2.3%
Howard Dean (D) Vermont Aug-91 61 B 0.1% -1.6% -0.7% -1.1%
Bob Miller (D) Nevada Jan-89 59 B 1.3% -0.3% -2.7% -1.0%
Gary E. Johnson (R) New Mexico Jan-95 57 B 2.2% -1.0% -2.3% -0.9%
Paul E. Patton (D) Kentucky Dec-95 56 B -1.9% 0.9%
Angus S. King Jr. (1) Maine Jan-95 54 B -0.6% -1.8% 1.1% 0.4%
Lincoln Almond (R) Rhode Island Jan-95 53 B 1.6% -1.1% -1.1% 0.0%
Mike Huckabee (R) Arkansas Jul-96 49 C 1.2% -0.9%
Edward T. Schafer (R) North Dakota Dec-92 49 C -0.8% -1.1% 2.4% 0.1%
Kirk Fordice (R) Mississippi Jan-92 48 C 4.2% 1.4% -2.2% -2.4%
Christine T. Whitman (R)  New Jersey Jan-94 46 C 2.4% 1.3% -0.3% -1.6%
Marc Racicot (R) Montana Jan-93 46 C 3.3% 1.9% -0.6% -2.7%
Roy Romer (D) Colorado Jan-87 44 C 1.8% 0.5% -0.2% 0.2%
George V. Voinovich (R) Ohio Jan-91 44 C 1.5% -0.1% 2.0% -0.9%
Pete Wilson (R) California Jan-91 44 C 1.4% 1.6% -2.7% 1.9%
Parris N. Glendening (D)  Maryland Jan-95 44 C 1.4% -0.1% 2.3% -1.1%
Tommy G. Thompson (R) Wisconsin Jan-87 43 C 1.2% -0.1% 0.0% 1.5%
Cecil Underwood (R) West Virginia  Jan-97 43 C 1.9% -0.5%
Mike Foster (R) Louisiana Jan-96 41 C 0.7% 0.9%
ArneH. Carlson (R) Minnesota Jan-91 40 C 3.3% 1.7% -1.3% 0.0%
James B. Hunt Jr. (D) North Carolina  Jan-93 39 C 3.5% 1.2% -1.1% 0.3%
E. Benjamin Nelson (D) Nebraska Jan-91 38 C 2.7% 1.6% 0.0% -0.1%
Frank O’'Bannon (D) Indiana Jan-97 38 C 0.8% 1.4%
Jim Edgar (R) Illinois Jan-91 37 C 3.0% 1.4% 0.8% -0.3%
Frank Keating (R) Oklahoma Jan-95 37 C 1.2% 0.5% 1.8% 1.3%
Mel Carnahan (D) Missouri Jan-93 34 D 2.3% 0.5% 3.0% 0.0%
Michael O. Leavitt (R) Utah Jan-93 33 D 3.9% 0.9% 1.1% 0.2%
Zel Miller (D) Georgia Jan-91 32 D 4.1% 2.3% -0.2% 0.1%
Terry E. Branstad (R) lowa Jan-83 31 D 3.0% 1.7% 1.5% 0.5%
Jeanne Shaheen (D) New Hampshire Jan-97 25 F 0.9% 3.4%
Lawton Chiles (D) Florida Jan-91 25 F 3.2% 2.2% 3.0% 0.4%
Tom Carper (D) Delaware Jan-93 23 F 4.0% 2.5% 1.0% 1.9%
John A. Kitzhaber (D) Oregon Jan-95 5 F 6.1% 2.7% 5.3% 1.8%
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TableA-2

Average Annual Changein Real Per Capita Direct General Spending through 1996

Best Spending Restraint

Worst Spending Restraint

1. GeorgeW. Bush (R) Texas -3.1% 1. John A. Kitzhaber (D) Oregon 6.1%
2. Jm Geringer (R) Wyoming -3.0% 2. Kirk Fordice (R) Mississippi 4.2%
3. FobJamesJ. (R) Alabama -2.9% 3. Zell Miller (D) Georgia 4.1%
4.  William J. Janklow (R) South Dakota  -2.4% 4. Tom Carper (D) Delaware 4.0%
5. John G. Rowland (R) Connecticut -1.7% 5. Michael O. Leavitt (R) Utah 3.9%
TableA-3

Average Annual Changein Direct General Spending per $1,000 Personal | ncome through 1996

Best Spending Restraint Worst Spending Restraint

1. FobJamesJr. (R) Alabama -5.2% 1. John A. Kitzhaber (D) Oregon 2.7%
2. John G. Rowland (R) Connecticut -5.2% 2. Tom Carper (D) Delaware 2.5%
3. GeorgeW. Bush (R) Texas -5.0% 3. Zell Miller (D) Georgia 2.3%
4. Jim Geringer (R) Wyoming -4.9% 4. Lawton Chiles (D) Florida 2.2%
5. Don Sundquist (R) Tennessee -4.5% 5. Marc Racicot (R) Montana 1.9%
Table A-4

Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999

Best Spending Restraint Worst Spending Restraint

1. David M. Beasley (R) South Carolina  -3.4% 1. John A. Kitzhaber (D) Oregon 5.3%
2. PeteWilson (R) California -2.71% 2. Lawton Chiles (D) Florida 3.0%
3. Bob Miller (D) Nevada -2.71% 3. Meé Carnahan (D) Missouri 3.0%
4. Gary E. Johnson (R) New Mexico -2.3% 4. Edward T. Schafer (R) North Dakota 2.4%
5. Benjamin J. Cayetano (D) Hawalii -2.3% 5. ParrisN. Glendening (D) Maryland 2.3%
Table A-5

Average Annual Changein General Fund Spending per $1,000 Per sonal | ncome, 1996-98

Best Spending Restraint Worst Spending Restraint

1. JohnEngler (R) Michigan -4.8% 1. Jeanne Shaheen (D) New Hampshire  3.4%
2. William J. Janklow (R) South Dakota  -4.1% 2. David M. Beasley (R) South Carolina  2.0%
3. MarcRacicot (R) Montana -2.71% 3. Tom Carper (D) Delaware 1.9%
4. John G. Rowland (R) Connecticut -2.71% 4. PeteWilson (R) California 1.9%
5. Gary Locke (D) Washington -2.4% 5. John A. Kitzhaber (D) Oregon 1.8%




Table A-6

Revenue and Tax Rate Variables
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Average
Average Annual

Annual Recommended  Average

Average Change Changein Annual

Annual in Tax General Fund Change

Reven Change Revenue Revenue in Real
ue in Real Per $1,000 Per $1,000 Per Capita

Date & Tax Per Capita Personal Personal General Fund

took Rate Tax Revenue  Income Income Revenue

Governor State office  Score Grade throuah 1997 throuah 1997  throuah 1999 1996-98
William J. Janklow (R) South Dakota ~ Jan-95 73 A -3.4% -6.3% -3.4% -0.5%
John G. Rowland (R) Connecticut Jan-95 69 B 1.7% -1.3% -5.2% -1.1%
George E. Pataki (R) New Y ork Jan-95 67 B -1.7% -4.1% -3.6% 0.5%
Gary E. Johnson (R) New Mexico Jan-95 63 B 0.5% -1.7% -3.9% -0.9%
Christine T. Whitman (R) New Jersey Jan-94 62 B -1.3% -2.6% -3.7% -1.1%
George W. Bush (R) Texas Jan-95 62 B 1.9% -0.2% -5.0% -1.9%
David M. Beadley (R) South Carolina  Jan-95 5 B 0.6% -1.4% -3.8% 0.0%
Gary Locke (D) Washington Jan-97 57 B -3.5% 1.2%
Frank O’'Bannon (D) Indiana Jan-97 55 B -0.8% -1.4%
John Engler (R) Michigan Jan-91 54 B 1.8% -0.1% -3.4% -3.5%
Jim Geringer (R) Wyoming Jan-95 54 B -1.5% -3.0% -0.9% 0.4%
Tom Ridge (R) Pennsylvania Jan-95 54 B 0.5% -2.0% -3.3% 0.4%
E. Benjamin Nelson (D) Nebraska Jan-91 53 B 2.7% 0.9% -1.6% -1.2%
Fob James Jr. (R) Alabama Jan-95 52 B 0.6% -1.4% -2.0% 1.0%
Mike Huckabee (R) Arkansas Jul-96 52 B 0.0% -0.4%
Bill Graves (R) Kansas Jan-95 52 B 2.6% -0.2% -2.5% 0.9%
Philip E. Batt (R) Idaho Jan-95 52 B 0.6% -1.3% -1.4% -1.3%
Benjamin J. Cayetano (D) Hawaii Dec-94 51 B 0.6% 0.8% -0.3% -2.6%
Parris N. Glendening (D) Maryland Jan-95 51 B 0.0% -1.6% 0.1% 0.1%
Zéell Miller (D) Georgia Jan-91 50 C 2.3% 0.4% 0.1% -1.4%
Don Sundquist (R) Tennessee Jan-95 49 C 1.8% -0.2% -1.5% 1.2%
James B. Hunt Jr. (D) North Carolina  Jan-93 49 C 2.2% -0.1% -2.2% 2.0%
Kirk Fordice (R) Mississippi Jan-92 49 C 5.0% 2.2% -4.8% 0.1%
Michael O. Leavitt (R) Utah Jan-93 49 C 2.8% -0.3% -2.7% 0.3%
Mike Foster (R) Louisiana Jan-96 49 C -2.3% 1.1%
Bob Miller (D) Nevada Jan-89 48 C 2.2% 0.4% -3.4% -1.7%
Cecil Underwood (R) West Virginia  Jan-97 47 C -0.6% 1.2%
Paul E. Patton (D) Kentucky Dec-95 47 C -0.9% 2.1%
Tommy G. Thompson (R) Wisconsin Jan-87 47 C 1.4% -0.1% -0.9% 1.5%
ArneH. Carlson (R) Minnesota Jan-91 46 C 4.2% 2.1% -4.1% -1.4%
Tom Carper (D) Delaware Jan-93 46 C 2.8% 0.9% -3.2% 2.5%
Jeanne Shaheen (D) New Hampshire Jan-97 45 C -0.6% 0.3%
Lincoln Almond (R) Rhode Island Jan-95 45 C 2.5% 0.6% -3.0% 1.7%
Terry E. Branstad (R) lowa Jan-83 43 C 2.5% 0.9% -1.9% 2.8%
Angus S. King Jr. (1) Maine Jan-95 42 C 2.5% 0.9% -1.7% 1.7%
Roy Romer (D) Colorado Jan-87 2 C 2.0% 0.6% -3.3% 4.2%
Marc Racicot (R) Montana Jan-93 41 C -1.0% -2.6% -3.0% -0.7%
Frank Keating (R) Oklahoma Jan-95 41 C 3.6% 2.1% -0.7% 3.6%
Pete Wilson (R) Cadlifornia Jan-91 40 D 1.6% 1.4% -0.5% 4.1%
Jim Edgar (R) Ilinois Jan-91 39 D 2.3% 0.5% -0.9% 1.4%
Edward T. Schafer (R) North Dakota Dec-92 39 D 2.1% -0.2% 0.8% 1.1%
Howard Dean (D) Vermont Aug-91 37 D -0.1% -1.9% -3.5% -0.7%
John A. Kitzhaber (D) Oregon Jan-95 36 D 3.0% -0.3% 0.1% 0.0%
George V. Voinovich (R) Ohio Jan-91 36 D 2.8% 1.1% 0.0% 0.9%
Lawton Chiles (D) Florida Jan-91 35 F 2.8% 1.5% 2.5% 1.4%
Mel Carnahan (D) Missouri Jan-93 35 F 5.6% 3.7% -1.5% 1.9%

Continued
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Table A-6 Continued

Average
Annual Change Change Change
Recommen inTop inTop 1998 in Gas
ded Personal Corporate  Combined  Change Tax Rate,
Tax Income Income Toplncome inSales proposed
Changes Tax Rate, Tax Rate, Tax Rates Tax Rate, and/or
as%of proposed proposed (Personal  proposed  enacted
Date Prior Year's and/or and/or plus and/or  (cents per
took  Spending  enacted enacted  Corporate) enacted  gallon)
Governor State office  throuah (% points) (% points) (*0.5) (% points)  (*0.5)
William J. Janklow (R) South Dakota Jan-95 -1.5% 0 0 0 0 3.0
John G. Rowland (R) Connecticut Jan-95 -1.3% 0 -3.0 14.0 0 0
George E. Pataki (R) New Y ork Jan-95 -1.3% -1.025 -0.5 15.85 0 0
Gary E. Johnson (R) New Mexico Jan-95 -0.9% -0.5 0 15.8 0 -6.0
Christine T. Whitman (R)  New Jersey Jan-94 -0.8% -0.63 -0.375 15.37 0 7.0
George W. Bush (R) Texas Jan-95 -0.9% 0 0 45 0 0
David M. Beasley (R) South Carolina  Jan-95 -1.0% 0 0 12.0 0 0
Gary Locke (D) Washington Jan-97 -0.7% 0 0 3.45 0 5.0
Frank O’'Bannon (D) Indiana Jan-97 -0.4% 0 0 11.3 0 0
John Engler (R) Michigan Jan-91 -0.6% -0.2 -0.05 6.7 2.0 4.0
Jim Geringer (R) Wyoming Jan-95 0.0% 0 0 0 1.0 5.0
Tom Ridge (R) Pennsylvania Jan-95 -0.1% 0 0 12.79 0 35
E. Benjamin Nelson (D) Nebraska Jan-91 -0.7% -0.24 0 14.49 -0.5 -1.9
Fob James Jr. (R) Alabama Jan-95 0.0% 0 0 10.0 0 0
Mike Huckabee (R) Arkansas Jul-96 -0.8% 0 0 135 0.125 0
Bill Graves (R) Kansas Jan-95 -1.2% 0 0 13.8 0 0
Philip E. Batt (R) Idaho Jan-95 -0.1% 0 0 16.2 0 4.0
Benjamin J. Cayetano (D) Hawaii Dec-94 0.1% -15 0 16.4 0.75 0
Parris N. Glendening (D)  Maryland Jan-95 0.1% -0.25 0 11.875 0 0
Zéell Miller (D) Georgia Jan-91 -0.5% 0 0 12.0 0 0
Don Sundquist (R) Tennessee Jan-95 0.0% 0 0 6.0 0 0
James B. Hunt Jr. (D) North Carolina  Jan-93 -0.4% 0 -0.75 15.0 0 0.3
Kirk Fordice (R) Mississippi Jan-92 -0.4% 0 0 10.0 0 0
Michael O. Leavitt (R) Utah Jan-93 -0.2% -0.2 0 12.0 -0.25 55
Mike Foster (R) Louisiana Jan-96 0.0% 0 0 14.0 0 4.0
Bob Miller (D) Nevada Jan-89 1.2% 0 0 0 0.75 7.75
Cecil Underwood (R) West Virginia  Jan-97 0.0% 0 0 155 0 0
Paul E. Patton (D) Kentucky Dec-95 -0.1% 0 0 14.25 0 0
Tommy G. Thompson (R)  Wisconsin Jan-87 -0.6% -1.03 0 14.77 0 7.9
Arne H. Carlson (R) Minnesota Jan-91 -0.1% 0.5 0 18.3 0.5 0
Tom Carper (D) Delaware Jan-93 -0.6% -1.3 0 15.6 0 8.0
Jeanne Shaheen (D) New Hampshire Jan-97 1.6% 0 0 7.0 0 0
Lincoln Almond (R) Rhode Island Jan-95 0.9% -0.396 0 19.692 -0.5 0
Terry E. Branstad (R) lowa Jan-83 -0.5% -4.52 0 20.98 2.0 7.0
Angus S. King Jr. (1) Maine Jan-95 0.6% 0 0 17.43 0 0
Roy Romer (D) Colorado Jan-87 0.0% 1.0 -1.0 10.0 1.0 4.0
Marc Racicot (R) Montana Jan-93 1.1% 0 0 17.75 4.0 7.0
Frank Keating (R) Oklahoma Jan-95 -0.7% -0.5 0 13.0 0 0
Pete Wilson (R) Cdifornia Jan-91 0.1% -14 -1.395 18.14 1.25 3.0
Jim Edgar (R) Illinois Jan-91 1.3% 1.0 0.4 10.3 0 0
Edward T. Schafer (R) North Dakota Dec-92 0.4% 1.204 0 16.044 0 3.0
Howard Dean (D) Vermont Aug-91 2.1% 1.754 15 19.65 1.0 8.0
John A. Kitzhaber (D) Oregon Jan-95 1.9% 0 0 15.6 0 6.0
George V. Voinovich (R)  Ohio Jan-91 0.8% 0.3 0 16.1 1.0 2.0
Lawton Chiles (D) Florida Jan-91 1.5% 0 0 55 0 12
Mel Carnahan (D) Missouri Jan-93 -0.1% 0 1.25 12.25 0 0



Table A-7

Average Annual Changein Real Per Capita Tax Revenue through 1997
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Best Revenue Restraint

Worst Revenue Restraint

1. William J. Janklow ( South Dako -3.4% 1. Me Carnahan (D) Missouri 5.6%
2. GeoraeE. Pataki (RYNew York -1.7% 2. Kirk Fordice (R) Mississippi  5.0%
3. JmGeringer (R) Wyoming -1.5% 3. ArneH. Carlson (R) Minnesota 4.2%
4. Chrigtine T. Whitma New Jersey -1.3% 4. Frank Keating (R) Oklahoma 3.6%
5. MarcRacicot (R) Montana -1.0% 5. John A. Kitzhaber (D Oregon 3.0%
Table A-8

Average Annual Changein Tax Revenue per $1,000 Personal Income through 1997

Best Revenue Restraint Worst Revenue Restraint

1. William J. Janklow ( South Dakor -6.3% 1. Me Carnahan (D) Missouri 3.7%
2. GeoraeE. Pataki (RYNew York -4.1% 2. Kirk Fordice (R) Mississippi  2.2%
3. JmGeringer (R) Wyoming -3.0% 3. Frank Keating (R) Oklahoma 2.1%
4. Christine T. Whitma New Jersey -2.6% 4. ArneH. Carlson(R) Minnesota 2.1%
5. MarcRacicot (R) Montana -2.6% 5. Lawton Chiles(D) Horida 1.5%
Table A-9

Average Annual Recommended Change in General Fund Revenue per $1,000 Personal Inc

Best Revenue Restraint

Worst Revenue Restraint

1. John G. Rowland (R Connecticut -5.2% 1. Lawton Chiles(D) Florida 2.5%
2. GeorgeW. Bush (R) Texas -5.0% 2. Edward T. Schafer (F North Dakol 0.8%
3. Kirk Fordice (R) Mississippi -4.8% 3. John A. Kitzhaber (D Oregon 0.1%
4. ArneH. Carlson (R) Minnesota -4.1% 4. ParrisN. Glendenina Maryland  0.1%
5. Gary E. Johnson (R) New Mexict -3.9% 5. Zdl Miller (D) Georgia 0.1%
Table A-10

Average Annual Changein Real Per Capita General Fund Revenue, 1996-98

Best Revenue Restraint Worst Revenue Restraint

1. JohnEngler (R) Michigan -3.5% 1. Roy Romer (D) Colorado  4.2%
2. Beniamin J. Cavetan Hawalii -2.6% 2. PeteWilson (R) Cdifornia 4.1%
3. GeorgeW. Bush (R) Texas -1.9% 3. Frank Keating(R) Oklahoma 3.6%
4. BobMiller (D) Nevada -1.7% 4. Terrv E. Branstad (R lowa 2.8%
5. Frank O’Bannon (D) Indiana -1.4% 5. Tom Carper (D) Delaware  2.5%
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Table A-11

Averadge Annual Recommended Tax Chanaesas % of Prior Year's Spendina throuah 1999

Top Tax Cutters Top Tax Hikers

1. William J. Janklow (R) South Dakota  -1.5% 1. Howard Dean (D) Vermont 2.1%
2. GeorgeE. Pataki (R) New York -1.3% 2. John A. Kitzhaber (D) Oregon 1.9%
3. John G. Rowland (R) Connecticut -1.3% 3. Jeanne Shaheen (D) New Hampshire  1.6%
4. Bill Graves(R) Kansas -1.2% 4. Lawton Chiles (D) Florida 1.5%
5. David M. Beasley (R) South Carolina  -1.0% 5. Jim Edgar (R) Illinois 1.3%
6. Gary E. Johnson (R) New Mexico -0.9% 6. Bob Miller (D) Nevada 1.2%
7. GeorgeW. Bush (R) Texas -0.9% 7. Marc Racicot (R) Montana 1.1%
8. Christine T. Whitman (R) New Jersey -0.8% 8. Lincoln Almond (R) Rhode Island 0.9%
9. Mike Huckabee (R) Arkansas -0.8% 9. GeorgeV.Voinovich (R) Ohio 0.8%
10. E. Benjamin Nelson (D) Nebraska -0.7% 10. AngusS. King Jr. (1) Maine 0.6%
Table A-12

Changein Top Personal Income Tax Rate (% points)

(including governors' recommended changes which wer e not enacted)

Tax Cutters Tax Hikers

1. Tery E. Branstad (R) lowa -4.52 1. Howard Dean (D) Vermont 1.754
2. BenjaminJ. Cayetano (D) Hawaii -15 2. Edward T. Schafer (R) North Dakota 1.204
3. Pete Wilson (R) California -1.4 3. Roy Romer (D) Colorado 1.0
4. Tom Carper (D) Delaware -1.3 3. Jim Edgar (R) Illinois 1.0
5. Tommy G. Thompson (R) Wisconsin -1.03 5.  ArneH. Carlson (R) Minnesota 0.5
6. GeorgeE. Pataki (R) New York -1.025 6. GeorgeV.Voinovich (R) Ohio 0.3
7. Christine T. Whitman (R) New Jersey -0.63 No Others

8. Gary E. Johnson (R) New Mexico -0.5

8. Frank Keating (R) Oklahoma -0.5

10. Lincoln Almond (R) Rhode Island -0.396

11. ParrisN. Glendening (D) Maryland -0.25

12. E. Benjamin Nelson (D) Nebraska -0.24

13. John Engler (R) Michigan -0.2

13. Michael O. Leavitt (R) Utah -0.2

No Others

Table A-13

Changein Top Corporate Income Tax Rate (% points)

(including gover nors' recommended changes which wer e not enacted)

Tax Cutters Tax Hikers

1. John G. Rowland (R) Connecticut -3.0 1. Howard Dean (D) Vermont 15
2. Pete Wilson (R) California -1.395 2. Méd Carnahan (D) Missouri 1.25
3. Roy Romer (D) Colorado -1.0 3. Jim Edgar (R) Illinois 0.4
4. JamesB. Hunt Jr. (D) North Carolina  -0.75 No Others

5. GeorgeE. Pataki (R) New York -0.5

6. Christine T. Whitman (R) New Jersey -0.375

7. John Engler (R) Michigan -0.05

N

o Others




Table A-14

Combined Top Income Tax Rates (personal plus corporate), 1998 (% points)
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Lowest Tax Rates

Highest Tax Rates

1. BobMiller (D) Nevada 0 1. TeryE. Branstad (R) lowa 20.98

1. William J. Janklow (R)  South Dakota 0 2. Lincoln Almond (R) Rhodelsland 19.692

1. Jm Geringer (R) Wyoming 0 3.  Howard Dean (D) Vermont 19.65

4. Gary Locke (D) Washington 345 4. ArneH. Carlson (R) Minnesota 18.3

5. GeorgeW. Bush (R) Texas 45 5. PeteWilson (R) Cdifornia 18.14

Table A-15

Changein Sales Tax Rate (% points)

(including governors recommended changes which wer e not enacted)

Tax Cutters Tax Hikers

1. E. Benjamin Nelson (D) Nebraska -0.5 1. MarcRacicot (R) Montana 4.0

1. Lincoln Almond (R) Rhode Island -0.5 2. Terry E. Branstad (R) lowa 2.0

3. Michad O. Leavitt (R) Utah -0.25 2. John Engler (R) Michigan 2.0

No Others 4. PeteWilson (R) Cdifornia 1.25
5. Roy Romer (D) Colorado 1.0
5.  GeorgeV.Voinovich (R) Ohio 1.0
5. Howard Dean (D) Vermont 1.0
5. Jim Geringer (R) Wyoming 1.0
No Others

Table A-16

Changein Gas Tax Rate (cents per gallon)

(including governors recommended changes which wer e not enacted)

Tax Cutters Top Tax Hikers

1. Gary E. Johnson (R) New Mexico -6.0 1. Tom Carper (D) Delaware 8.0

2. E.Benjamin Nelson (D) Nebraska -1.9 1. Howard Dean (D) Vermont 8.0

No Others 3. Tommy G. Thompson (R) Wisconsin 7.9
4. Bob Miller (D) Nevada 7.75
5. Terry E. Branstad (R) lowa 7.0
5.  MarcRacicot (R) Montana 7.0
5.  Chrigtine T. Whitman (R) New Jersey 7.0
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Appendi x B: Summary of Fiscal Policy Records
of the (overnors

The foll owm ng summari es are based on a wide variety of
sources, including individual governors’ official biogra-
phi es, The Al manac of Anerican Politics, and articles in
magazi nes and | ocal newspapers.

Al abanma

Fob James, Republican Legi sl ature: Denocratic
Took O fice: 1/95

Grade: B

A col l ege football star at Auburn in the 1950s, Fob
Janes started his own business before the age of 30 and nade
a fortune manufacturing plastic-covered barbells. He was
el ected governor in 1978 as a Denocrat, after swtching par-
ties in the md-1970s. In 1994, after switching back to the
GOP, he ran again and upset incunbent Jim Fol somJr. Janes
is probably best known for his threat to call out the Na-
tional Guard to prevent enforcenent of a court order demand-
ing that an Al abama judge renove a copy of the Ten Comrand-
ments fromhis courtroom He also has been an out spoken
critic of federal violations of the Tenth Anendnent. Janes’s
fiscal record has been a m xed bag. He has staunchly op-
posed all efforts to increase taxes, but unlike many of his
fell ow governors elected in 1994, he has nmade virtually no
effort to pursue tax reductions. Janmes has actively pres-
sured the legislature (fortunately to no avail) to issue new
debt to fund higher state spending, such as a $1 billion
bond issue for public schools, a $700 m|lion bond issue for
roads, and a $100 million bond issue for state parks. To
his credit, Janes has endorsed a state constitutional anend-
ment to require that tax hi kes be passed by a 3/5 superna-
jority. He also has trimed payroll costs by inposing a
hiring freeze and has scal ed back the state’'s targeted eco-
nom ¢ devel opnent efforts, correctly describing such snoke-
stack chasing as "corporate welfare." Overall, Janes’s fis-
cal record has been above average but unspectacul ar.

Score Grade Rank

Overall Fiscal Policy Score 59 B 7
Spending Score 76 B 6
Revenue and Tax Rate Score 52 B 14
Amount

-2.9% Average Annual Changein Real Per Capita Direct General Spending through 1996

-5.2% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-0.1% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
-0.2% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98

0.6% Average Annual Changein Real Per Capita Tax Revenue through 1997

-1.4% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997

-2.0% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999

1.0% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.0% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
10.0 1998 Combined Top Income Tax Rates (Personal plus Corpor ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Chanaein Gas Tax Rate. proposed and/or enacted (cents per aallon) (*0.5)
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Ar kansas

M ke Huckabee, Republican Legi sl ature: Denocratic
Took O fice: 7/96

Grade: B

Per haps no current governor has been elevated to the
st at ehouse under stranger circunstances. Huckabee, a Bap-
tist mnister, was el ected |ieutenant governor in 1994. Two
and a half years later, dinton's heir, JimQuy Tucker, was
convicted of a felony as a result of the Wiitewater investi-
gation and was imedi ately renoved fromoffice. 1In the
m dst of those tumultuous events, Huckabee becane the first
Republ i can governor of Arkansas in recent nenory. Upon tak-
ing office in July 1996, Huckabee i medi ately backed a 1/ 8-
cent sales tax hike to fund the Ganes and Fi shi ng Conmm ssi on
and the Departnent of Parks and Tourism The voters enacted
that hi ke as a constitutional anmendnent in Novenber 1996.
In his first budget, however, he redeened hinself by propos-
ing a sweeping overhaul of Arkansas’s archaic income tax
system The $80 million tax cut package was enacted in 1997
and becane the first broad-based state tax cut in nore than
20 years. It increased the standard deduction, elimnated
the incone tax "marriage penalty," and indexed the state tax
brackets for inflation. The next challenge for Huckabee
will be to inplenment the sweeping tax reduction initiatives
recomended by a 1998 bl ue-ri bbon private-sector panel, the
Mur phy conmm ssi on, which has endorsed a flat tax and an end
to the state capital gains tax. Huckabee's spending record
has been uninspiring. Bill dinton was one of the nation's
bi ggest spendi ng governors in the 1980s and early 1990s.
Tucker followed suit, and Huckabee has nostly continued t hat
trend. Huckabee has shown a reluctance to take on the
state's powerful education establishnent and the governnent
enpl oyee unions. Until he cleans house, Arkansas will re-
mai n handi capped by one of Anerica' s nost notoriously cor-
rupt, bureaucratic, and inept state governnents.

Score Grade Rank

Overall Fiscal Policy Score 52 B 17
Spending Score 49 C 21
Revenue and Tax Rate Score 52 B 15

Amount

12%  Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-0.9%  Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
0.0%  Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal Income through 1999
-04%  Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.8%  Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

13.5 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)

0.125  Changein Sales Tax Rate, proposed and/or enacted (% points)

0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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California

Pete W1 son, Republican Legi sl ature: Denocratic
Took O fice: 1/91

Grade: C

Pete WIlson has had a Dr. Jekyll and M. Hyde rel ation-
ship with the taxpayers of California. H s first termwas a
fiscal and econom c disaster for the state. He nuscled
through the legislature a $7.5 billion tax increase, the
| argest in the history of the 50 states. California' s al-
ready high incone tax rates were raised to the third hi ghest
in the nation. The econony sank further into recession,
real estate values coll apsed, business failures soared, O -
ange County was forced to declare bankruptcy, and, for the
first time inits history, California suffered net outm gra-
tion. The tax hikes failed to raise the anticipated reve-
nues, and the state's budget crisis intensified. The second
term has been better. WIson not only has allowed the ill-
fated incone tax hikes to expire but has recomrended further
cuts in the business and individual tax rates--proposals
t hat have been nostly thwarted by the |l egislature. H s |at-
est budget proposal contained a $3.6 billion tax cut, in-
cluding a 75 percent reduction in the car tax phased in over
five years. Thanks to the econom c resurgence, California
today has a $4 billion surplus. Although WIson now adver -
tises hinself as a fiscal conservative, his record fails to
match his rhetoric. The Los Angeles Tines recently noted
that "Pete Wlson the tax cutter has not cone close to
mat ching Wlson the tax raiser. Tax increases at the start
of Wlson's administration in 1991 hover at $3.6 billion
above recent tax cuts." Mreover, WIson has been a prodi-
gi ous spender. Wen he took office state spending was at
about $38 billion (in 1996 dollars). By 1996 it had risen
to nore than $50 billion. WIson hopes to run for president
on his fiscal record--largely an unhappy one.

Score Grade Rank

Overall Fiscal Policy Score 41 C 37

Spending Score 44 C 28

Revenue and Tax Rate Score 40 D 39
Amount

1.4% Average Annual Changein Real Per Capita Direct General Spending through 1996

1.6% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-2.7% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
1.9% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98

1.6% Average Annual Changein Real Per Capita Tax Revenue through 1997

1.4% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997

-0.5% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999

4.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.1% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-14  Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-1.395 Changein Top Corporate |ncome Tax Rate, proposed and/or enacted (% points)
18.1 1998 Combined Top Income Tax Rates (Personal plus Corpor ate) (*0.5)
1.25 Changein Sales Tax Rate, proposed and/or enacted (% points)
3.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Col or ado

Roy Roner, Denocr at Legi sl ature: Republican
Took O fice: 1/87

Grade: C

After three consecutive ternms, Roy Roner has finally
been termlimted out of office. Roner’s fiscal record has
al ways benefited fromthe fact that he has had an el ectorate
and a legislature that are far nore fiscally conservative
than he is. H s |ame-duck status seens to have only noved
himfurther in a liberal direction--and further out of step
with this increasingly right-leaning state. |In 1998 al one
Roner has vetoed at | east seven different tax cuts. He has
al so opposed the legislature’'s efforts to refund excess tax
collections this year, as the state constitution requires.
That requirenment is part of an amendnment called the Taxpayer
Bill of Rights (TABOR), which voters approved in 1992 over
Roner’ s staunch opposition. That sanme year voters defeated
t he governor’s proposal for a sales tax hike to fund nore
education spending. TABOR is one of the nation’s strictest
spending caps. It restricts budget gromh to the rate of
popul ation growth plus inflation, requires that any revenue
gromh in excess of that |imt be refunded to the taxpayers
unl ess they vote otherw se, and requires voter approval of
all tax hikes. Thanks to TABOR, budget growth has been re-
strai ned and Col orado state governnent has been forced to
gi ve taxpayers rebates for two years in a row now. Not co-
incidentally, the state’s econony has been soaring, ranking
in the top 10 on growth of popul ation, enploynent, and in-
conme over the last two years. Despite TABOR s benefits, in
Ronmer’s 1998 state of the state address, he questioned
whet her voters "were w se enough when they passed TABOR, "
said that "they didn't have a clue,"” and called the neasure
"stupid® and a "fiscal straitjacket." Because of a fiscally
conservative electorate and | egislature, Ronmer’s grade of C
does not fully reflect his own fiscal philosophy as a tax-
and-spend | i beral.

Score Grade Rank

Overall Fiscal Policy Score 43 C 34
Spending Score 44 C 26
Revenue and Tax Rate Score 42 C 36

Amount
1.8% Average Annual Changein Real Per Capita Direct General Spending through 1996
0.5% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
-0.2% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
0.2% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98
2.0% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.6% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.3% Average Annual Recommended Change in General Fund Revenue Per $1,000 Personal Income through 1999
4.2% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.0% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
1.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-1.0  Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
10.0 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
1.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
4.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Connecti cut

John G Rowl and, Republican Legi sl ature: Denocratic
Took O fice: 1/95
G ade: A

John Rowl and has shone as Connecticut's governor, hel p-
ing clean up the weckage | eft by the catastrophic policies
of his one-term predecessor Lowell Wicker. In 1991 Wi cker
signed into | aw Connecticut's first income tax and used the
revenues to finance a nmassive budget buil dup from 1991
t hrough 1994. By contrast, Row and has been one of Aner-
ica's nost tight-fisted governors over the past four years.
He has enacted tough wel fare-to-work requirenents, frozen
the state governnment workforce, held overall expenditure
gromh to belowthe inflation rate, and converted the $500
mllion budget deficit he inherited into a nearly $1 billion
four-year surplus. This year he called for giving back $125
mllion of that surplus to taxpayers in the formof a one-
tinme rebate. During his tenure he has aggressively cut
taxes. He has cut the personal inconme tax, the corporate
tax, the gas tax, and the property tax. Under Row and, Con-
necticut has recovered all of the nearly 100,000 jobs that
were |lost during the bl eak Weicker years. The state now has
an unenpl oynent rate of just 4.3 percent. One troubling
sign is that Row and' s | atest budget was by far his worst.
The Hartford Courant wote that "Row and proposes pouring
nmoney into traditional Denobcratic prograns--education, the
environment, children's prograns, and rent and nursing hone
subsidies for the elderly." Even with the spate of tax cut-
ting, Connecticut's tax burden is still the sixth highest in
the nation. Also troubling is that Row and has backed away
fromhis earlier goal of repealing the hated inconme tax--
wi t hout whi ch Connecticut survived for 200 years. Repeal
shoul d be the state's nunber-one econom c priority.

Score Grade Rank

Overall Fiscal Policy Score 74 A 2
Spending Score 85 A 2
Revenue and Tax Rate Score 69 B 2

Amount
-1.7% Average Annual Changein Real Per Capita Direct General Spending through 1996
-5.2% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
-1.8% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.7% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
1.7% Average Annual Changein Real Per Capita Tax Revenue through 1997
-1.3% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-5.2% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
-1.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-1.3% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-3.0 Changein Top Cor porate Income Tax Rate, proposed and/or enacted (% points)
14.0 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Chandgein GasTax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Del awar e

Tom Car per, Denocr at Legi slature: D vided
Took O fice: 1/93

Grade: D

Tom Carper is alife-long politician, virtually never
having worked in the private sector. After serving five
terms in Congress, he was el ected governor in 1992 with 65
percent of the vote; he won reelection in 1996 even nore
convincingly wwth 70 percent. Since governors in Del aware
are limted to two terns, this will be Carper’s last termin
office. Carper has just been naned chairman of the Nationa
Governors’ Association. Carper raised the gas tax and vari -
ous fees his first year in office, but his record on taxes
has i nproved. The top marginal incone tax rate has been re-
duced three tines by a total of 17 percent (from 7.7 percent
to 6.4 percent). However, the state's Republican-majority
house has often passed nmuch | arger tax cuts than those pro-
posed by Carper, only to have them knocked down by the state
senate or the governor hinself. And Carper has proposed
several revenue increases that the legislature has failed to
approve. Meanwhil e, spending has been surgi ng under Carper.
In the last two years general fund spending has risen at a
rate of 8.3 percent per year, conpared to the national aver-
age of 5.3 percent and the inflation rate of less than 3
percent. Carper is clearly not as fiscally prudent as he
advertises hinself to be.

Score Grade Rank

Overall Fiscal Policy Score 39 D 41

Spending Score 23 F 45

Revenue and Tax Rate Score 46 C 31
Amount

4.0% Average Annual Changein Real Per Capita Direct General Spending through 1996
2.5% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
1.0% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
1.9% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
2.8% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.9% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.2% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
2.5% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.6% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-13 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Cor porate Income Tax Rate, proposed and/or enacted (% points)
15.6 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
80  Chandgein GasTax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Fl ori da

Lawt on Chil es, Denocr at Legi sl ature: Republican
Took O fice: 1/91

G ade: F

Lawt on Chiles won election to a second termin 1994 by
a 51 to 49 percent margin, narrowW y keeping his undefeated
record unblem shed. He is prohibited fromserving nore than
two consecutive terns and will retire in January 1999.
While Chiles’s public image is that of a noderate New Deno-
crat, his record could hardly be in greater conflict with
that inmage. 1In his first term he proposed a $1.3 billion
tax hike that the legislature rejected; instead, it passed a
$400 million increase. |In 1994 he proposed an expensive
Cinton-style health care reformplan that was al so rejected
by the legislature. |In 1997 Chiles proposed a $121 mllion
(10-cent per pack) cigarette tax hike. The legislature re-
jected that proposal as well and instead sent Chiles a $22
mllion package of targeted business tax reductions that he
vetoed. This year Chiles proposed a $45.1 billion budget
for FY99, a 6.5 percent increase. Unfortunately, with the
revenues pouring in, the |egislature passed an even | arger
$45.3 billion budget. Even with the |arge spending in-
crease, there were several tax cuts: a $185 million ($50 per
homeowner) property tax rebate, a one-week sal es-tax holiday
on clothing purchases tinmed for the back-to-school buying
season, and about $100 million in various business tax
breaks. Chiles vetoed the |argest of those tax cuts, saying
it was unfair because the rebate would not go to renters.
When Chiles took office, the state | egislature was con-
trolled by the Denocrats, but it is now controlled by the
GOP. If not for this nore fiscally conservative | egi sl a-
ture's repeated rejections of his calls for tax hikes,
Chiles’s record woul d have been even worse. Nevert hel ess,
W thout a state incone tax to drag it down, Florida s econ-
ony has continued to prosper in spite of the larger, cost-
lier state governnment that will be Chiles’ s |egacy.

Score Grade Rank

Overall Fiscal Policy Score 32 F 45
Spending Score 25 F 44
Revenue and Tax Rate Score 35 F 45

Amount
3.2% Average Annual Changein Real Per Capita Direct General Spending through 1996
2.2% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
3.0% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
0.4% Average Annual Changein General Fund Spending Per $1,000 Per sonal |ncome 1996-98
2.8% Average Annual Changein Real Per Capita Tax Revenue through 1997
1.5% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997
2.5% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
1.4% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
1.5% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
5.5 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
1.2 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Ceorgi a

Zell M ler, Denocrat Legi sl ature: Denocratic
Took O fice: 1/91

Grade: C

Despite initially promsing to serve only one term the
fol ksy, charismatic Zell MIler was elected to a second term
after a close race in 1994. He is prohibited fromseeking a
third consecutive termin 1998. For the nost part, Mller
has successfully governed as a fiscally noderate Denocrat.
In 1991, when many governors were raising taxes in an effort
to cl ose budget shortfalls, MIler actually reduced taxes by
a nodest $30 million. After raising taxes and fees by about
$230 million his second year in office, MIller cut taxes in
four of the next six years. 1|In 1994 the cuts included a
$100 million reduction in the inconme tax. 1In 1996 M|l er
enacted a phased-in elimnation of the sales tax on food.
This year, he cut another $200 million fromthe inconme tax
cut. MIller has also repeatedly opposed efforts to raise
the state’s gas tax, which is anong the | owest in the na-
tion. Wile those tax cuts are laudable, MIler and the
Denocratic | egislature have defeated | arger Republican tax
cuts. Furthernore, one of the key planks in Mller’'s first
canpai gn was establishing a new state lottery with funds
specifically earmarked for expanded spendi ng on educati on.
Thus, while tax cuts have been enacted, they have been off-
set by the new revenues fromthe lottery. The substanti al
expansi on of the state education budget al so explai ns why
MIller's record on spending is in such stark contrast to his
tax record. Under MIller, state spending rose from about
$8.5 billion in 1991 (in 1996 dollars) to nore than $13 bil -
lion by 1996. One indication of MIler’s expansive concep-
tion of the role of governnent spending is a new program -
much ridiculed--that will send a cassette or CD of classical
music to the parents of every newborn baby. Mller believes
soot hing music w Il enhance brain devel opment of infants.

In eight years the Georgia state budget has rapidly ex-
panded, but so has the state’'s torrid econony.

Score Grade Rank

Overall Fiscal Policy Score 44 C 31
Spending Score 32 D 41
Revenue and Tax Rate Score 50 C 20
Amount

4.1% Average Annual Changein Real Per Capita Direct General Spending through 1996
2.3% Average Annual Changein Direct General Spending Per $1,000 Per sonal | ncome through 1996
-0.2% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
0.1% Average Annual Changein General Fund Spending Per $1,000 Personal | ncome 1996-98
2.3% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.4% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997
0.1% Average Annual Recommended Change in General Fund Revenue Per $1,000 Personal Income through 1999
-1.4% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.5% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

12.0 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Hawai i

Benj am n Cayet ano, Denocr at Legi sl ature: Denocratic
Took O fice: 12/94

Grade: B

Benj am n Cayetano took office in the mdst of the
state’s worst econom c downturn, a recession that has con-
tinued through 1998. 1In his first year, Cayetano reduced
the state bureaucracy by nore than 2, 700 enpl oyees and cut
spendi ng by nore than 10 percent in all departnents except
education, bringing FY96 spendi ng bel ow t he FY93 | evel .

What he has not done is reformthe state’ s absurdly generous
wel fare system Hawaii offers the nbost generous welfare
package of any state--the equivalent of a job that pays nore
than $17 per hour. Not surprisingly, Hawaii is one of only
three states that has not |owered wel fare casel oads since
1995. Until this year, Cayetano had also failed to provide
any net tax relief. H s nodest tax cuts were offset by
revenue increases elsewhere. 1In a state wwth one of the

hi ghest personal incone tax rates and one of the highest
state and |l ocal tax burdens, tax relief is a nust if

Cayet ano hopes to revitalize Hawaii’s stagnant econony.

Cayet ano appoi nted an Econom c Revitalization Task Force,
which in 1997 put forth a tax reformplan with a substanti al
i ncone tax cut offset by an alnost equally large increase in
the state’s general excise tax. Although the plan had pow
erful support from business and unions, it did not win |eg-
islative approval. At |east Cayetano and the | egislature
did approve an incone tax cut that will reduce the top rate
from 10 percent to 8.25 percent over four years. Hawaii’s

| aggi ng econony has sl owed revenue growth, forcing Cayetano
and the legislature to cut expenditures. Under Cayetano
spending growt h has slowed fromnore than 8 percent per year
to about 1.6 percent a year, less than the rate of infla-
tion. In this heavily |liberal Denocratic state, Cayetano is
clearly the nost fiscally conservative governor in many
years. Hi s popularity is low and his reel ection prospects
are in doubt mainly because he has had to battle the estab-
[ishment within his own party.

Score Grade Rank

Overall Fiscal Policy Score 55 B 16
Spending Score 62 B 13
Revenue and Tax Rate Score 51 B 18

Amount
-0.4% Average Annual Changein Real Per Capita Direct General Spending through 1996
-1.0% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-2.3% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-0.4% Average Annual Changein General Fund Spending Per $1,000 Per sonal |ncome 1996-98
0.6% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.8% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-0.3% Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal | ncome through 1999
-2.6% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.1% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
-1.5 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate | ncome Tax Rate, proposed and/or enacted (% points)
16.4 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.75 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)



Page 39

| daho

Philip Batt, Republican Legi sl ature: Republican
Took O fice: 1/95

Grade: B

Batt, an onion farner, served 16 years in the state
| egislature and 4 years as |lieutenant governor. His first
termas Idaho’s governor will also be his last, as Batt, 71
is not seeking reelection this year. Batt ran on a platform
of | ower taxes, and he delivered the largest tax cut in
state history in his first year in office, a $40 mllion | o-
cal property tax cut. Batt increased state aid to locali-
ties to offset that |ost revenue. Unfortunately, in his
second year in office Batt pushed through a 4-cent gas tax
hi ke and vehicle registration fee increase that raised reve-
nues nearly as much as they had been reduced the year be-
fore. 1n 1996 he irritated taxpayer groups by opposing a 1
percent property tax cap initiative. On the spending side,
Batt used zero-based budgeting to slow state budget growth
from 12 percent per year over the two years before he took
office to 5 percent per year over his first three years.
Unfortunately, this year Batt’s parting gift to the state
was a proposal for a hefty 7.7 percent increase in spending.
On bal ance, |daho has benefited fromBatt’s | ess-governnent,
pro-private-sector node of governing.

Score Grade Rank

Overall Fiscal Policy Score 59 B 8

Spending Score 76 B 5

Revenue and Tax Rate Score 52 B 17
Amount

-1.6%  Average Annual Changein Real Per Capita Direct General Spending through 1996
-4.2%  Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
-0.6%  Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.0%  Average Annual Changein General Fund Spending Per $1,000 Per sonal Income 1996-98
0.6%  Average Annual Changein Real Per Capita Tax Revenue through 1997
-1.3%  Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-14%  Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal |ncome through 1999
-1.3%  Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.1%  Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% poaints)

16.2 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
4.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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I11inois

Ji m Edgar, Republican Legi slature: D vided
Took O fice: 1/91

G ade: D

In his eight years in the statehouse, Edgar has earned
a reputation as one of the nation's nbst pro-tax governors.
He has proposed incone tax hikes on four separate occasions
and a spate of other levies on cigarettes, tel ephones, and
riverboat ganbling. |In 1997 the Wall Street Journal dubbed
Edgar a "tax recidivist"” for his seem ngly annual endorse-

ment of higher taxes. "At a tine when nost states are cut-
ting taxes," noted the Journal, "the Illinois governor has

turned hinmself into a |l agging indicator, proposing a 25 per-
cent incone tax hike." Even nore damming was the praise re-

cently bestowed on Edgar by Bob Chase, president of the pro-
tax National Education Association, who gushed, "W need
nore brave politicians like Illinois' Gov. Edgar." Edgar's
nost recent $1.5 billion incone tax increase proposal was
defeated by the nenbers of his own party, when 51 of 58 Re-
publicans in the state assenbly voted no. That rejection
was not unusual. For nost of the past eight years the nod-
erate to |liberal Edgar has been at war with the conservative
wi ng of the GOP. He has threatened nunmerous vetoes of as-
senbly tax cuts. He has opposed a top priority of Illinois
t axpayer groups, a 2/3 supernmpjority vote to raise taxes.
This past year Edgar finally agreed to a small tax cut of
$125 mllion out of a projected $1 billion surplus. Man-
while, in three years Edgar has inflated the state budget by
$3 billion, to $37.4 billion. His |latest budget spends |av-
i shly on schools, prison construction, kidcare, and Medicaid
expansi ons. Edgar's chief acconplishnent has been passage
of a "tough |love" welfare reformbill that encourages noth-
ers to work and caps Tenporary Assistance to Needy Fam |l ies
benefits. Wl fare casel oads have fallen inpressively on Ed-
gar's watch. Edgar is |leaving office in January 1999 and
trunpets "fiscal integrity" as one of his nost inportant

| egacies. Tax and spend m ght be a better |abel for the Ed-
gar years.

Score Grade Rank

Overall Fiscal Policy Score 38 D 43
Spending Score 37 C 37
Revenue and Tax Rate Score 39 D 40

Amount

3.0% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.4% Average Annual Changein Direct General Spending Per $1,000 Per sonal I ncome through 1996
0.8% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
-0.3% Average Annual Changein General Fund Spending Per $1,000 Personal I ncome 1996-98
2.3% Average Annual Changein Real Per Capita Tax Revenuethrough 1997
0.5% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-0.9% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal | ncome through 1999
1.4% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
1.3% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

1.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.4  Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

10.3 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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| ndi ana

Frank O Bannon, Denocr at Legi sl ature: Divided
Took O fice: 1/97

Grade: B

Frank O Bannon defeated I ndi anapolis's Republican mayor
Stephen Goldsmth by a 52-47 margin. O Bannon’s canpai gn
focused on continuing the policies of his popul ar predeces-
sor Evan Bayh, one of the nost fiscally conservative Deno-
cratic governors of the 1990s, under whom he had served as
i eutenant governor. In his first year O Bannon signed a
bi enni al budget that included $300 million in tax cuts over
the two years but conspicuously failed to cut tax rates.

That budget was expected to |l eave the state with a $1.1 bil-
lion surplus, or about 12 percent of state revenues. By De-
cenber 1997 the m dyear revenue estimates indicated that be-
cause of faster economc growmh the state would bring in
nearly $500 mllion nmore over the bienniumthan had been
initially projected. Wth a surplus that had al ready been
projected at over $1 billion, Republicans in the |egislature
called for returning that windfall to the taxpayers through
permanent tax cuts. O Bannon did not propose a tax cut at
all. He wanted to delay any consi deration of pernmanent tax
reformuntil the 1999 session, after his nuch publicized tax
reformconm ssion will have issued its report. O Bannon
staunchly opposed any pernmanent reductions and gave only

| ukewar m support to a Denocratic plan to provide one-tine
tax rebates. In the end, O Bannon won. |Indianapolis wll
continue to sit on one of the largest state surpluses in the
nation. Wile nost other states are at |east returning a
portion of their grow ng revenue surpluses, Indiana s tax-
payers nust wait at |east another year for tax relief.

O Bannon clains to be a fiscal conservative, but so far he
hasn’'t conpletely lived up to that billing.

Score Grade Rank

Overall Fiscal Policy Score 51 B 18
Spending Score 38 C 36
Revenue and Tax Rate Score 55 B 9

Amount

0.8% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
1.4% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98
-0.8% Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal Income through 1999
-1.4% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.4% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

11.3 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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| owa

Terry Branstad, Republican Legi sl ature: Republican
Took O fice: 1/83

Grade: D

After 16 years as governor, Terry Branstad, the na-
tion's senior governor in ternms of longevity in office, is
finally retiring. Branstad has sponsored sone benefici al
fiscal refornms during his 16-year tenure, including tw ce
cutting incone tax rates and nost recently reducing the es-
tate tax. Yet lowa has had one of the nost depressed econo-

m es over the past decade. lowa is only one of three states
that has fewer residents today than it did in 1980, although
popul ati on has grown slightly in the 1990s. 1In fact, the

| owa Tax Foundation reported not |ong ago that |owa added
nore state government enpl oyees than taxpayers from 1980 to
1991. The Snall Business Survival Commttee ranks lowa 37th
of the 50 states in terns of governnental costs inposed on
busi nesses and entrepreneurs. How nuch of the blanme for
that econom c anem a rests with Branstad is debatable. Wat
is not debatable is that after 16 years under Branstad, |owa
is still a high-spending state, with expenditures as a share
of personal inconme that are today 8 percent higher than the
nati onal average and al nost 15 percent above those of its

nei ghbors. 1lowa is also crippled by a tax code that econo-
m st Arthur Laffer recently described as "overtly unfriendly
to entrepreneurs, investors, workers, and retirees." Even

with Branstad's recent tax cuts, the personal and busi ness
incone tax rates are anong the highest in the nation. Bran-
stad has done too little, too late to fix the repressive

t ax- and-spend regi ne in Des Mines.

Score Grade Rank

Overall Fiscal Palicy Score 40 D 40

Spending Score 31 D 42
Revenue and Tax Rate Score 43 C 34
Amount

3.0% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.7% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
1.5% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.5% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98
2.5% Average Annual Changein Real Per Capita Tax Revenuethrough 1997
0.9% Average Annual Changein Tax Revenue Per $1,000 Per sonal Income through 1997
-1.9% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
2.8% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.5% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-452  Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
21.0 1998 Combined Top Income Tax Rates (Personal plus Corpor ate) (*0.5)
20 Changein Sales Tax Rate, proposed and/or enacted (% points)
7.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Kansas

Bill Graves, Republican Legi sl ature: Republican
Took O fice: 1/95

Grade: B

Kansas is becom ng nore conservative all the tine, but
Bill Graves, a noderate Republican, often seens to resist
the tide. Gaves was el ected governor in 1994 by an over-
whel m ng 64-36 margin over the early favorite, then-
congressman Jim Slattery. After working for his famly’'s
trucking firm Gaves went to work for the Ofice of the
Kansas Secretary of State in 1980. 1In 1986 he was el ected
secretary of state, a post he kept until his 1994 el ection.
Graves has had a tunmultuous first termin Topeka, tussling
with his party’ s conservative wing on a nunber of issues,
i ncl udi ng school vouchers, which he opposes. bjecting to
the legislature’s proposal for a larger tax cut, G aves once
said, "Wt part of ‘hell no don’t you understand? "
Lately, he has been nore agreeable to the smaller governnent
agenda. Wth revenues pouring in, Gaves has even been nore
cooperative with the legislature on tax cuts. In each of
the past two years he approved property and incone tax cuts
that were substantially larger than the ones he initially
proposed. This year he has promsed to elimnate the car
tax if he is reelected in Novenber, which seens |ikely.
Graves has towering approval ratings. Guaves's overall fis-
cal record is above average, but it does not neasure up to
those of nost of his fellow GOP governors elected in 1994.
And, given the robust Kansas econony, nuch nore anbitious
fiscal refornms could have been achi eved over the past four
years.

Score Grade Rank

Overall Fiscal Policy Score 56 B 14

Spending Score 64 B 11

Revenue and Tax Rate Score 52 B 16
Amount

0.3% Average Annual Changein Real Per Capita Direct General Spending through 1996

-2.2% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-0.4% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.1% Average Annual Changein General Fund Spending Per $1,000 Per sonal | ncome 1996-98

2.6% Average Annual Changein Real Per Capita Tax Revenuethrough 1997

-0.2% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997

-2.5% Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal |ncome through 1999

0.9% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-1.2% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% poaints)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% poaints)
13.8 1998 Combined Top Income Tax Rates (Per sonal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Kent ucky

Paul Patton, Denocrat Legi sl ature: Denocratic
Took O fice: 12/95

Grade: C

In 1995 Kentucky raised its one-termlimt for al
statewi de officials to two terns. Neverthel ess, incunbent
governor Brereton Jones decided not to seek a second term
and, in a state that is increnentally tilting conservative
Republ i can, the voters pronoted the Denocrat Patton from
| i eut enant governor to governor, though by only a slimtwo-
point margin. Patton’s first budget contained nodest tax
relief in the formof an increase in the state’s m nuscul e
personal inconme tax standard deduction from $650 to $1, 700
over four years (and indexing it for inflation thereafter)
and a four-year phaseout of the provider tax on physicians.
That first biennial budget also provided only a fairly nod-
est increase in spending. This year, Patton’s second budget
contained no major tax relief but did include numerous new
spending initiatives--about $500 million for nmore than 100
one-tinme pork-barrel spending projects--and nearly $1 bil -
lion in new debt. The |egislators added nore pork projects
of their own and gave thensel ves a 50 percent pay raise.
Patton has been a major defender and funder of Kentucky’s
1990 education reform program KERA--a m sguided multi-
billion-dollar school funding equalization schene that has
failed to raise test scores. Throw ng good noney after bad
won’ t inprove the schools or the econony in Kentucky.

Score Grade Rank

Overall Fiscal Policy Score 49 C 20

Spending Score 56 B 18

Revenue and Tax Rate Score 47 C 28
Amount

-1.9% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
0.9% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98
-0.9% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
2.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.1% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

14.3 1998 Combined Top Income Tax Rates (Personal plus Corpor ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Loui si ana

M ke Foster, Republican Legi sl ature: Denocratic
Took O fice: 1/96

Grade: C

I f nothing el se, Mke Foster has succeeded in bringing
a sense of normalcy and ethical standards to a state whose
political culture had been tarnished in previous years by
the raci st Republican David Duke and the indicted Denocrat

Edw n Edwards. In 1995 Foster switched parties and beat a
crowded field by running as an anti-gun-control, anti-
ganbling fiscal conservative. 1In his first year he managed

to bal ance the Loui siana budget w thout new taxes or budget
gimm ckry for the first tinme since 1993--arguably his signa-
ture acconplishment. He did so by hol ding spending growh
to below inflation and reducing a bl oated state bureaucracy
t hat had been padded for years with |ayers of patronage
jobs. He also successfully pushed through the heavily Denop-
cratic legislature a $25 per child tax credit and a four-
year $360 million bond repaynent plan in a state |ong

pl agued by heavy indebtedness. But |ast year Foster fal-
tered. The Loui siana econony has underperfornmed the na-
tion's because of its heavy dependence on oil (the state

| oses $22 million in revenues for every $1 drop in crude oi
prices) and increasingly intense foreign conpetition in the
fishing industry. To make up for |ost revenues, Foster won
a $300 mllion renewal of sales taxes on food and utilities
to pay for teacher salary hikes and a 20-year extension of a
4 cent a gallon gas tax to pay for infrastructure inprove-
ments. One of the few prom sing devel opnents in the budget
was the creation of a blue-ribbon panel to recommend re-
structuring of the Louisiana tax code. |If Foster wants to

| eave a | egacy of fiscal sanity and integrity, he wll have
to repair Louisiana' s |oophole-laden, high-rate tax system
The tax code is one of the nost enduring remants of Loui Si-
ana's era of cronyismand corruption.

Score Grade Rank

Overall Fiscal Policy Score 47 C 24
Spending Score 41 C 32
Revenue and Tax Rate Score 49 C 25

Amount

0.7%  Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.9%  Average Annual Changein General Fund Spending Per $1,000 Per sonal | ncome 1996-98
-2.3%  Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal |ncome through 1999
11%  Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.0%  Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

14.0 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
4.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)



Page 46

Mai ne

Angus Ki ng, | ndependent Legi sl ature: Denocratic
Took O fice: 1/95

Grade: C

Angus King is the nation’s only governor who is not a
menber of one of the two najor parties. Fornerly a Deno-
crat, King ran as a noderate, pro-business independent. He
won a close race with only 35 percent of the vote, edging
out fornmer Denocratic governor Joseph Brennan, who got 34
percent. King had never held elective office before. He
had practiced law, run his own business, and gai ned st ate-
w de nanme recognition by hosting a television talk show.
The Al manac of Anerican Politics described King as a "high-

energy, high-tech governor . . . [who] calls for nore infra-
structure and | ower taxes, better education and | ess video
ganbling.” In his first two years, King slowed the growh

of spending and inposed a noratoriumon new regul ati ons.
There were no tax hikes, but there were several fee in-
creases. And the legislature passed, w thout King s sup-
port, a cap on the growth of incone tax revenue to take ef-
fect in 1998 and remain in place until the state’s
excessively high incone tax is reduced by 20 percent. Then
in 1997 King proposed doubling the state’s cigarette tax and
elimnating the new inconme tax cap. Part of the new revenue
was to be used for a tax relief fund. The |egislature, now
under conpl ete Denocratic control after the 1996 el ections,
eventually gave King his way. King' s grade of Creflects
this m xed fiscal record.

Score Grade Rank

Overall Fiscal Policy Score 46 C 28

Spending Score 54 B 19

Revenue and Tax Rate Score 42 C 35
Amount

-0.6% Average Annual Changein Real Per Capita Direct General Spending through 1996
-1.8% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
1.1% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
0.4% Average Annual Changein General Fund Spending Per $1,000 Per sonal |ncome 1996-98
2.5% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.9% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997
-1.7% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
1.7% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.6% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

17.4 1998 Combined Top Income Tax Rates (Personal plus Corpor ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Maryl and

Parris d endeni ng, Denocr at Legi sl ature: Denocratic
Took O fice: 1/95

Grade: C

Parris d endening won the governor's office in 1994,
beating tax-cutter Ellen Sauerbrey by a whisker in an el ec-
tion marred by charges of w despread vote fraud in Balti-
nore. The G endening paradox is that despite governing dur-
ing times of high incunbent popularity, he has never won the
hearts of Marylanders. H's poll ratings have consistently
sagged bel ow 40 percent, and sone pollsters have panned
d endening as the | east popul ar governor in Anerica. That is
partly a reflection of the technocratic dendening' s utter
| ack of personal charm partly due to a seem ngly ainless
policy agenda, and partly a result of a state econony that
has consistently underperfornmed the rest of the nation in
the 1990s. From 1990 to 1997 Maryl and ranked 46th in per
capita income growh and 38th in job growh. To his credit,
| ast year d endening proposed a 10 percent inconme tax rate
cut to be phased in over five years, arguing correctly that
"a tax cut is the single nost effective policy to bring jobs
back to Maryland." The plan passed, but no one was particu-
larly pleased. Republicans still want a 25 percent tax cut,
and the |iberal Denocrats, who have a decades-|ong strangl e-
hold on the state |egislature, wanted to spend all the
money. The truth is that, even with the nodest tax cut, the
budget has expanded greatly during dendening's term His
budgets have generally requested that expenditures grow at
twce the inflation rate. The Washi ngton Post recently re-
ported that d endening has "showered noney on | ocal schools,
hi gher education, health care coverage for the poor, and en-
vironnmental progranms to protect the Chesapeake Bay." @ en-
dening is nostly a pro-governnent interventionist, as evi-
denced by his legislation to restrict gun ownership, raise
the cigarette tax, inpose workplace snoking bans, and fund a
$200 million football stadiumin Baltinore. It is no wonder
that G endening will face another tough challenge fromEllen
Sauer brey in Novenber.

Score Grade Rank

Overall Fiscal Policy Score 49 C 22
Spending Score a4 C 29
Revenue and Tax Rate Score 51 B 19

Amount
1.4% Average Annual Changein Real Per Capita Direct General Spending through 1996
-0.1% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
2.3% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
-1.1% Average Annual Changein General Fund Spending Per $1,000 Personal I ncome 1996-98
0.0% Average Annual Changein Real Per Capita Tax Revenue through 1997
-1.6% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
0.1% Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal Income through 1999
0.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.1% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-0.25 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
11.9 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chancein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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M chi gan

John Engl er, Republican Legi slature: D vided
Took O fice: 1/91

G ade: B

After two ternms in office, John Engler remains one of
the nation's nost fiscally frugal governors. He has also
been a preem nent policy pioneer at the state |evel in areas
ranging fromwelfare reform to charter schools, to privati-
zation, to growh-oriented tax reduction. There is al nost
not hi ng not to admre about Engler's eight-year record. The
$1.5 billion deficit he inherited has been erased and i s now
a $500 mllion surplus. The state governnent workforce was
cut by an inpressive 5 700 workers between 1991 and 1997, an
8 percent drop. The state unenploynent rate, which was one
of the highest in the nation in the 1970s and 1980s, has
been bel ow the national average for the past four years, and
M chigan firnms now conplain of a | abor shortage. Welfare
rolls have dropped by nore than 80,000 since 1994. Wile
t he econony has surged, the overall state budget has grown
by less than inflation. There have been 24 tax cuts, in-
cluding reductions in the personal incone tax, the state un-
enpl oynent tax, and M chigan's notoriously high property
taxes. The total savings over eight years to M chigan busi-
nesses and residents: $9 billion. And Engler is not through
with his crusade to make M chigan nore taxpayer friendly:
his | atest budget calls for phasing in a half percentage
poi nt reduction in the incone tax rates. The one mgj or
bl em sh on the Engler record has been an infatuation with
punping tax dollars into trendy industrial policy initia-
tives that mainly benefit big business. Still the M chigan
Mracle under Engler's tenure shows no signs of abating. It
is no wonder that he is considered a top-tier contender for
t he presidency in 2000.

Score Grade Rank

Overall Fiscal Policy Score 59 B 9

Spending Score 69 B 7

Revenue and Tax Rate Score 54 B 10
Amount

1.2% Average Annual Changein Real Per Capita Direct General Spending through 1996
-0.8% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
-1.5% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
-4.8% Average Annual Change in General Fund Spending Per $1,000 Personal Income 1996-98
1.8% Average Annual Change in Real Per Capita Tax Revenue through 1997
-0.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.4% Average Annual Recommended Change in General Fund Revenue Per $1,000 Personal Income through 1999
-3.5% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.6% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-0.2 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-0.05 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
6.7 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
2.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
4.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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M nnesot a

Arne Carlson, Republican Legi sl ature: Denocratic
Took O fice: 1/91

Grade: C

Arne Carlson's tenure in the statehouse could be called
"a tale of two governors.” In his first term during the
recession of the early 1990s, Carlson was one of the na-
tion's nost taxing governors, having raised both the state
sales and incone taxes. He also approved a flurry of new
expenditures for a costly health care programcalled
"HealthRight," "fam |y services grants,"” environnmental pro-
grans, and even $55 mllion for the M nnesota Ti nberwol ves
sports stadium But in his second term Carl son has proven
an effective pronoter of pro-growth fiscal, economc, and
education policy. Last year Carlson approved the | argest
tax relief bill ever in Mnnesota. The bill cut property
taxes by 20 percent, created a $400 mllion education tax
credit, and slashed the state's health care provider tax.
However, Carl son supported a 10-cent increase in the ciga-
rette tax to pay for yet another professional sports sta-
dium this time for the M nnesota Tw ns, who are threatening
to leave the Twin Cties. But a magjority of M nnesotans op-
pose public financing of sports facilities, and that plan
was rejected with no i medi ate solution to the controversy
in sight. Carlson's main claimto fame, however, has been
as a passionate supporter of school choice for M nnesota
parents. Last year, in a high-stakes showdown with the | eg-
islature and the education establishnment, he promsed to
veto a $6 billion education-financing bill if it excluded
his education tax credit proposal. The legislature finally
backed down, and the widely acclainmed tax credit plan is now
the law. M nnesota is arguably further along in inplenent-
i ng genui ne, innovative education reformthan any ot her
state--thanks in large part to Governor Carl son

Score Grade Rank

Overall Fiscal Policy Score a4 C 30
Spending Score 40 C 33
Revenue and Tax Rate Score 46 C 30

Amount
3.3% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.7% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-1.3% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.0% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
4.2% Average Annual Changein Real Per Capita Tax Revenue through 1997
2.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-4.1% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal I ncome through 1999
-1.4% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.1% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.5 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
18.3 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.5 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chandgein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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M ssi ssi ppi

Kirk Fordice, Republican Legi sl ature: Denocratic
Took O fice: 1/92

G ade: C

Kirk Fordice's first foray into politics was his defeat
of i ncunbent governor Ray Mabus in 1991 to becone the
state’s first Republican governor elected since 1874. Be-
fore then Fordice, an engineer by training, ran his own con-
struction business. He was reelected in 1995, but the Deno-
crats still hold large majorities in the |egislature.

M ssi ssippi’s constitution contains a unique provision that
requires that all tax cuts be passed by a 3/5 supernmgjority.
That anti-taxpayer provision and the |arge Denocratic ma-
jorities in the legislature have provided virtually insur-
nmount abl e obstacles to Fordice's efforts to enact pro-growth
tax cuts and rein in the growh of spending. In his first
year in office, the legislature enacted a 1-cent sales tax
hi ke that Fordice vetoed. The |egislature overrode that
veto. In 1994 Fordice proposed a 10 percent incone tax cut,
which the legislators ignored. He was at |east able to get

| awmakers to approve a capital gains tax cut. In 1995 and
1996 Fordi ce again proposed incone tax cuts and agai n had
themrejected by the legislature. In 1997 he was able to
get approval of a small inconme tax cut that elimnates the
"marriage penalty." Unfortunately, the effects of six years
of battering by the profligate |egislature have started to
show. In 1998 he didn’t even bother proposing a tax cut.
Fordice’ s spending record is plagued by the sanme mal adi es as
his tax record. Wth the econony in high gear, revenues are
pouring into the capital. Unable to get the necessary 3/5
supermgjority of the legislature to approve substantial tax
cuts, Fordice is faced with a legislature that has vaults of
new noney to spend and is all too willing to do so. Despite
Fordice's repeated vetoes (94 in seven | egislative sessions)
he has had little success at reining in state spending.
Clearly, spending and taxes woul d have been substantially

hi gher had it not been for Fordice' s fiscal restraint. Mre
than that of any other governor, his grade reflects the op-
posi ng fiscal philosophy of the legislature rather than his
own.

Score Grade Rank

Overall Fiscal Policy Score 49 C 21
Spending Score 48 C 23
Revenue and Tax Rate Score 49 C 23

Amount
4.2% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.4% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
-2.2% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.4% Average Annual Changein General Fund Spending Per $1,000 Per sonal I ncome 1996-98
5.0% Average Annual Changein Real Per Capita Tax Revenue through 1997
2.2% Average Annual Changein Tax Revenue Per $1,000 Personal | ncome through 1997
-4.8% Average Annual Recommended Change in General Fund Revenue Per $1,000 Personal Income through 1999
0.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.4% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0  Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0  Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
10.0 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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M ssour i

Mel Car nahan, Denocrat Legi sl ature: Denocratic
Took OFfice: 1/93

G ade: F

Mel Carnahan’s two | andslide gubernatorial election
victories (in 1992 and 1996) represent the biggest percent-
ages any Denocrat has won in Mssouri since 1968. He is
prohibited fromserving a third term Carnahan has governed
as one of the nation’s nost fiscally liberal governors. In
his first termhe delivered on his canpaign prom se of a
huge tax increase--%$310 mllion--to fund new spendi ng on
education. In 1994 he successfully opposed the Hancock |
Amendnent to strengthen the state’s constitutional tax and
expenditure cap. Later, Carnahan supported a nore noderate
ballot initiative requiring voter approval of all tax hikes
over $50 million, which was passed in August 1996. Despite
its | oopholes, the original Hancock Amendnent has forced
Carnahan and the legislature to rebate about $700 million in
surplus tax dollars in the last three years. However, it
has done little to restrain the growmh of state governnent
under Carnahan. In his first four years in office, state
tax revenues rose from$5.5 billion in 1993 to $7.8 billion
by 1997, a 42 percent increase. Even after adjusting for
inflation, state tax revenue grow h out paced popul ati on
gromh by 5.6 percent and personal inconme growh by 3.7 per-
cent. Carnahan has funded maj or expansi ons of educati on,
health care, and early chil dhood prograns. To his credit,
Carnahan has successful ly pushed through nodest tax cuts
each of the last three years. However, in each case the re-
duction was not |arge enough to prevent revenues from ex-
ceeding the Hancock Iimt. Thus, the tax cuts represented
noney that woul d have had to have been refunded anyway. In
an era when nost states are reduci ng taxes, under Carnahan
M ssouri seens to be one of the few states heading in a fis-
cally expansionary direction. Carnahan’s fiscal |iberalism
is reflected in his failing grade.

Score Grade Rank

Overall Fiscal Policy Score 35 F 44
Spending Score 34 D 39
Revenue and Tax Rate Score 35 F 46

Amount
2.3% Average Annual Changein Real Per Capita Direct General Spending through 1996
0.5% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
3.0% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.0% Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98
5.6% Average Annual Changein Real Per Capita Tax Revenue through 1997
3.7% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997
-1.5% Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal I ncome through 1999
1.9% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.1% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
1.25 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
12.3 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chanaein Gas Tax Rate, proposed and/or enacted (cents per dallon) (*0.5)
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Mont ana

Mar c Raci cot, Republican Legi sl ature: Republican
Took O fice: 1/93

Grade: C

Marc Raci cot won a close race in 1992 despite calling
for a first-ever 4 percent state sales tax, which the voters
rejected by a 3-to-1 margin in a June 1993 referendum By
that time, Racicot and the legislature had already crafted a
fal |l back nmeasure, an inconme tax hi ke that woul d automati -
cally go into effect if the sales tax was defeated. Over-
whel mi ng public opposition to that back-door inconme tax hike
al l oned a taxpayer group to collect enough signatures to
suspend the increase until the voters had a chance to con-
sider it. In Novenber 1994 the incone tax hi ke was al so re-
jected by a wwde margin. On the spending side, Racicot has
consistently favored fatter budgets and has fought with the
| egislature to win funding for Head Start, public schools,
hi gher education, foster care, and environnental regul ation.
Throughout his term the legislature has had to repeatedly
scal e back his bl oated budgets. Even so, spending has out-
paced the growth of population and inflation by 3.3 percent
and out paced the growth of personal incone by 1.9 percent.
Per haps not surprisingly, Racicot received the endorsenent
of the teachers’ unions in 1996. He cruised to victory with
a gaudy 79-19 margin over a little-known opponent, and he
remai ns enornously popular with approval ratings of near 80
percent. In his second term Raci cot has pursued hei ght ened
spendi ng on infrastructure and on research and devel opnent
at state universities. Racicot’s fiscally liberal record
has played well in Big Sky country--especially since the
voters have been able to reject his proposals for broad tax
increases--but in this era of tax-cutting governors it earns
hima grade of C for his lack of fiscal restraint.

Score Grade Rank

Overall Fiscal Policy Score 43 C 35

Spending Score 46 C 25

Revenue and Tax Rate Score 41 C 37
Amount

3.3% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.9% Average Annual Change in Direct General Spending Per $1,000 Personal | ncome through 1996
-0.6% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.7% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
-1.0% Average Annual Changein Real Per Capita Tax Revenue through 1997
-2.6% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.0% Average Annual Recommended Change in General Fund Revenue Per $1,000 Personal I ncome through 1999
-0.7% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
1.1% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

17.8 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
4.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
7.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Nebr aska

Benj am n Nel son, Denocr at Legi sl ature: Nonpartisan
Took Ofice: 1/91

Gade: C

Benj am n Nel son won the governor's seat in 1990 by a
very narrow margin over the tax-hiking GOP i ncunbent Kay
Or. He was reelected in 1994 by a | andslide but is prohib-
ited fromseeking a third termthis year. Nelson has gov-
erned as a relative fiscal noderate. He has pushed for nod-
est reductions in taxes and has avoi ded proposals for huge
increases in spending. This year Nelson signed | egislation
that will use about half of the state’s revenue surplus to
extend indefinitely a tenporary 5 percent incone tax cut and
to cover a tenporary one-year half-cent reduction in the
sales tax. Unfortunately, the other half of the surplus was
spent. As a result, in Nelson's |last year, FY99, general
fund appropriations wll rise by a whopping 12.6 percent.
Early in his tenure he supported a state lottery and has
used the revenue to dramatically increase spending on educa-
tion and environnmental progranms. Conpared with that of his
t ax- hi ki ng predecessor, Nelson’s noderate fiscal record has
been an i nprovenent. However, conpared with the records of
the many tax-cutting governors in statehouses today, that
record is not so inpressive.

Score Grade Rank

Overall Fiscal Policy Score 48 C 23

Spending Score 38 C 35

Revenue and Tax Rate Score 53 B 13
Amount

2.7% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.6% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
0.0% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-0.1% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
2.7% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.9% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-1.6% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
-1.2% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.7% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-0.24 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
145 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
-05 Changein Sales Tax Rate, proposed and/or enacted (% points)
-19  Chancdein GasTax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Nevada

Bob M|l er, Denocrat Legi sl ature: Divided
Took Ofice: 1/89

Grade: B

Bob MIler was |ieutenant governor in 1988 when then-
governor Richard Bryan won a U. S. Senate race. Mller
served the renmai nder of Bryan’s termand was el ected to two
full four-year ternms in 1990 and 1994. He is not eligible
to run for a third consecutive term MIller has presided
over Nevada during a period of rapid econom c expansion.
Since 1988 the state’s popul ati on has grown by nore than
half a mllion, an increase of 56 percent--the largest in
the nation and about twce as large as the increase in the
next fastest growing state, Arizona). Econom c growth has
primarily been fueled by Nevada's status as one of only five
states with no personal and no corporate inconme tax. Mny
new Nevadans are refugees from nei ghboring California and
its high taxes, stifling regulations, and congestion. Since
pushi ng through a huge tax increase in 1992--which included
a sales tax hike, a gas tax hike, and new busi ness taxes--
MIller has resisted calls for further tax hikes. O further
assi stance to the taxpayers, a referendum passed in Novenber
1996 requires that all tax hikes be approved by a 2/3 super-
majority of the |legislature. However, that has not sl owed
the fl ood of new revenues the state's surging econony is
pouring into Carson City. And MIler has not been particu-
larly reluctant to spend that revenue windfall. In 1997 he
pushed through a $2.9 billion budget for the 1997-99 bien-
nium increasing spending by 15 percent over the previous
bi enni al budget. Big spending increases were approved for
hi gher education, nental health, and an expanded cl ass-size
reduction program Mller also won approval for Fam|ly-to-
Fam ly, a new program designed to teach child-rearing skills
to new parents through free hone visits. From 1990 to 1996
Nevada |l ed the nation in the gromh of its bureaucracy,
whi ch expanded by 5.6 percent per year conpared to the U S
average of 1.5 percent. Wwen Mller’'s 10-year reign as gov-
ernor cones to an end next year, Nevada' s econony will be
much | arger than when he began, but so wll|l state govern-
ment .

Score Grade Rank

Overall Fiscal Policy Score 51 B 19
Spending Score 59 B 16
Revenue and Tax Rate Score 48 C 26

Amount

13%  Average Annual Changein Real Per Capita Direct General Spending through 1996
-03%  Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
-27%  Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-10%  Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
22%  Average Annual Changein Real Per Capita Tax Revenuethrough 1997
04%  AverageAnnual Changein Tax Revenue Per $1,000 Personal | ncome through 1997
-34%  Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal Incomethrough 1999
-1.7%  Average Annual Changein Real Per Capita General Fund Revenue 1996-98
12%  Average Annual Recommended Tax Changesas% of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

00 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

0.0 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)

0.75  Changein SalesTax Rate, proposed and/or enacted (% points)
78  Chancein GasTax Rate proposed and/or enacted (centsper dallon) (*0.5)
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New Hanpshire

Jeanne Shaheen, Denocr at Legi sl ature: Republican
Took O fice: 1/97
G ade: C

When Jeanne Shaheen was el ected in 1996, New Hanpshire
becanme the first state in Anerican history to have a female
governor and a femal e speaker of the house, pronpting the
New York Tinmes to call the state Anerica's first "politica
matriarchy.”™ Shaheen is also the first Denocratic governor
in recent nmenory in this highly conservative, anti-tax
state. Unlike nost failed Denocratic gubernatorial candi-
dates who cane before her, Shaheen w sely took what is known
in New Hanpshire as "the pledge"--a prom se not to inpose an
i ncone or sales tax. As governor, Shaheen has been de-
scri bed by the Concord Monitor as "the ultinmate increnental-

ist.” The problemfor New Hanpshirites is that she is in-
crenentally raising the state's tax burden and inflating the
state budget. In Shaheen's first two budgets, expenditures

have risen by nore than $100 million, or nearly 13 percent.
Under her Advancing Better C assroons plan she proposes in-
creasing state education spending by 40 percent. She al so
has supported a universal health care program The single

i ssue that dom nates New Hanpshire politics these days is
school financing. New Hanpshire is under court order to
move away from |l ocal property tax funding of schools to in-
crease equity in per pupil expenditures. To her credit,
Shaheen has so far resisted calls for any new broad school -
financing tax. But she has endorsed a doubling of the state
cigarette tax to 50 cents a pack and a highly controversi al
$80 mllion plan for video poker and sl ot machi nes. Shaheen
is far froma traditional |iberal Denocrat, but so far under
her governorshi p New Hanpshire appears to be noving--if only
increnentally--to the left.

Score Grade Rank

Overall Fiscal Policy Score 41 C 38
Spending Score 25 F 43
Revenue and Tax Rate Score 45 C 32

Amount
0.9% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
3.4% Average Annual Changein General Fund Spending Per $1,000 Personal I ncome 1996-98
-0.6% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
0.3% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
1.6% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Cor porate Income Tax Rate, proposed and/or enacted (% points)
7.0 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Chandgein GasTax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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New Jer sey

Christine Todd Wit man, Legi sl ature: Republican
Republ i can Took O fice: 1/94
Grade: B

Back in 1993 Christine Todd Wi tman becane an overni ght
nati onal cause cél ébre when she carried her anti-tax nessage
to an inprobable, l|ast-second victory over |iberal, pro-tax
i ncunbent JimFlorio. Whitman not only delivered on her 30
percent incone tax cut; she did so ahead of schedul e and
wi t hout running up big deficits. For Republican gubernat o-
rial candi dates across the country, "Witman-om cs" becane a
rallying cry. After Whitman had been in office two years,
her popularity had soared and Vogue magazi ne branded her the

"patrician with the populist touch.” The Wi tman tax plan
has been an unm tigated success: the budget is now running a
$700 mllion surplus, income tax revenues are coning in

faster wwth Wiitman's tax cuts than they did with Florio's
tax rate increases, the state now ranks first in the region
i n new busi ness rel ocations, and New Jersey has recaptured
the nore than 200,000 jobs it |ost under Florio and added
100,000 nmore. In her first term Witman was al so frugal
when it canme to the expenditure side of the budget. OQutlays
rose at only 2 percent per year in her first three years.
Since then, Wiitman's star has faded. She has reversed fis-
cal course. Since barely wnning re-election, \Witman has
supported a seem ngly endl ess barrage of new taxes: a 40-
cent a pack increase in cigarette taxes, a 67 percent in-
crease in the gas tax (that even the Denocrats in the |egis-
lature woul dn't support), a $3-a-day increase in the car
rental fee, and an increase in notor vehicle and other fees.
All of this despite a budget surplus. The budget Wit nman
just signed into | aw rai ses outlays by $1 billion--an 8.3
percent hike, including $15 mllion for bicycle paths, $116
mllion for state worker pay raises, $100 mllion for |and-
use and farm and preservation, and $60 mllion for "nenbers'
projects” such as a Yogi Berra Museum and a Frank Sinatra
Museum No wonder these days New Jerseyites are saying,
"WIIl the real Christine Todd Whitnman pl ease stand up."

Score Grade Rank

Overall Fiscal Policy Score 57 B 12
Spending Score 46 C 24
Revenue and Tax Rate Score 62 B 5

Amount
2.4% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.3% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-0.3% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-1.6% Average Annual Changein General Fund Spending Per $1,000 Per sonal | ncome 1996-98
-1.3% Average Annual Changein Real Per Capita Tax Revenue through 1997
-2.6% Average Annual Changein Tax Revenue Per $1,000 Personal | ncome through 1997
-3.7% Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal Income through 1999
-1.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.8% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-0.6 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-0.375 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
15.4 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
7.0  Chanaein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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New Mexi co

Gary E. Johnson, Republican Legi sl ature: Denocratic
Took O fice: 1/95

Grade: B

A true citizen-lawmaker who calls hinself a |libertar-
i an, Johnson never sought nor held an elective office before
W nning the statehouse in 1994. He started his own con-
struction business while still in college and built it into
one of the |largest construction conpanies in the state. In
a bi g-governnent state |i ke New Mexico, where the state tax
burden has | ong been anong the nost oppressive in the na-
tion, Johnson’s staunch fiscal conservatism has been nuch
needed, but also nuch resisted. 1In his first year in office
he proposed $85 mllion in tax cuts, including a $47 mllion
personal income tax cut--reducing the top rate from8.5 per-
cent to 8 percent--and a 6-cent gas tax cut. The Denocrat -
dom nated | egi sl ature approved only a 3-cent gas tax cut
worth about $15 million. In 1997 Johnson proposed a nodest
$15 mllion personal inconme tax cut that the legislature re-
jected; instead, it sent hima $45 mllion 5-cent per gallon
phased-in gasoline tax hike that Johnson vetoed. This year
Johnson agai n proposed a nodest inconme tax cut of about $20
mllion, reducing the top rate from8.5 percent to 8.3 per-
cent. Surprisingly, the legislature sent himan even |arger
tax cut package of $60 million, including a reduction of the
top rate to 8.2 percent and elimnation of the sales tax on
prescription drugs, partially offset by a 12-cent cigarette
tax hi ke. Johnson vetoed the cigarette tax hi ke and ent hu-
siastically signed the incone tax cut into law. On the
spendi ng side, general fund expenditures went up by 10 per-
cent per year over the six years preceding the Johnson ad-
mnistration. |In Johnson’s first year, spending rose by
about 6 percent, and since then spending growh has averaged
| ess than 4 percent per year. He has also reduced the num
ber of state enployees by nearly 10 percent, and he has set
a state record for legislative vetoes. Wile New Mexico is
still a high-tax state, Johnson has nade great strides in
reduci ng taxes and sl ow ng spending growh, much to the dis-
pl easure of the entrenched tax-and-spend culture in Al bu-
qguer que.

Score Grade Rank

Overall Fiscal Policy Score 61 B 5
Spending Score 57 B 17
Revenueand Tax Rate Score 63 B 4

Amount
22% Average Annual Changein Real Per Capita Direct General Spending through 1996
-10%  Average Annual Changein Direct General Spending Per $1,000 Per sonal Income through 1996
-23%  Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-09%  Average Annual Changein General Fund Spending Per $1,000 Per sonal Income 1996-98
05% Average Annual Changein Real Per Capita Tax Revenuethrough 1997
-17%  AverageAnnua Changein Tax Revenue Per $1,000 Personal Incomethrough 1997
-39%  Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal | ncome through 1999
-09%  Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-09%  Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-05  Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
00  Changein Top Corporatelncome Tax Rate, proposed and/or enacted (% points)
158 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
00 Changein SalesTax Rate, proposed and/or enacted (% points)
-60  Chancein GasTax Rate, proposed and/or enacted (centsper aallon) (*0.5)
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New Yor k

Geor ge Pat aki, Republican Legi slature: D vided
Took O fice: 1/95

Grade: B

New York’s econony has a heartbeat again--thanks in no
smal| part to the pro-growth fiscal agenda of George Pat aki
To the surprise of many, after ousting Mario Cuono from of -
fice in Novenber 1994, Pataki not only delivered on his
prom sed $3 billion 25 percent incone tax cut on schedul e,
he sl ashed other taxes as well, including the workers com
pensation tax and the state sales tax on clothing. New
York's Enpire Foundation for Policy Research recently noted
that even with these tax cuts, the state’s resurgent econony
has generated "nore incone tax revenue under CGov. Patak
than it ever did under fornmer Gov. Mario Cuono." Hi s |atest
budget contained the steepest reductions in business taxes
in the country. Alas, New York remains one of the highest
tax states in the nation, but its comrandi ng | ead over the
rest of the pack has been narrowed consi derably. Pataki has
been nost inpressive in his tightfisted approach to expendi -
tures in a state notorious for its free-spending tradition.
In 1995 he inherited a general fund budget of $42.7 billion.
Two years |ater the budget was $41.5 billion, 2.5 percent
lower. But l|lately Pataki has shown signs of fiscal schizo-
phrenia. |n 1996 he backed a pork-packed $1.75 billion "en-
vironnmental " bond initiative--in a state that already has
t he hi ghest debt burden and one of the five worst credit
ratings in the country. H's FY99 budget called for a gar-
gantuan 8.9 percent spending hike. Fears Tom Carroll,
presi dent of tax watchdog group Change NY, "The enor nous
progress made in 1995 and 1996 is beginning to unravel."
Overall, Pataki’s record has been quite positive, but the
recent profligate fiscal trends are worrisone to say the
| east.

Score Grade Rank

Overall Fiscal Policy Score 70 B 3
Spending Score 77 B 4
Revenue and Tax Rate Score 67 B 3

Amount
-1.4% Average Annual Changein Real Per Capita Direct General Spending through 1996
-3.8% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-1.5% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.1% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
-1.7% Average Annual Changein Real Per Capita Tax Revenue through 1997
-4.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.6% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal I ncome through 1999
0.5% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-1.3% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-1.025 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-0.5 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
15.9 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chandgein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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North Caroli na

Janes Hunt, Denocr at Legi sl ature: Divided
Took OFfice: 1/93
Gade: C

Janmes Hunt was elected to his third termas governor in
1992 and his fourth in 1996. He had served two previous
terms from 1976 to 1984. Nowadays he touts hinself as a
noder at e New Denocrat. Hunt successfully pushed huge dou-
ble-digit spending increases his first two years back in of-
fice, before the GOP took over the state house in 1994.
Then in 1995, with revenue pouring in, Hunt pushed through a
tax cut of about $340 million, including an increase in the
personal exenption fromthe income tax and elim nation of
the tax on intangi bl e personal property. |In 1996 he ap-
proved a nodest |egislative tax cut package that reduced the
sales tax on food and provided a phased-in cut in corporate
incone tax rates. In 1997 he approved the |egislature’s
plan to retroactively refund intangibles taxes with interest
for tax years 1990 through 1994. But in 1998, despite a
roughly $1 billion surplus, Hunt proposed no tax relief at
all. To make matters worse, the double-digit spending in-
creases are back. After spending soared by 10 percent | ast
year, this year Hunt’'s FY99 budget proposal called for a
whoppi ng 12 percent budget hike. That includes a 50 percent
i ncrease for one of his pet prograns, Smart Start, which
gets governnent’s neddl esone hand into the business of pro-
vi di ng day care sudsidies and other services for pre-
school ers. Despite providing sone nodest tax relief, Hunt’s
overall fiscal record is uninpressive.

Score Grade Rank

Overall Fiscal Policy Score 46 C 26

Spending Score 39 C 34

Revenue and Tax Rate Score 49 C 22
Amount

3.5% Average Annual Changein Real Per Capita Direct General Spending through 1996
1.2% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-1.1% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.3% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
2.2% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-2.2% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal I ncome through 1999
2.0% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.4% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
-0.75 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
15.0 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.3  Chandgein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Nort h Dakot a

Edwar d Schafer, Republican Legi sl ature: Republican
Took O fice: 12/92
G ade: C

Wth his landslide victory in 1996, Edward Schafer be-
cane the first GOP governor to be reelected in North Dakota
in nearly 40 years. Schafer was a private busi nessman who
had never before held public office. For the nost part, his
governi ng phil osophy has reflected that businessman’s sensi -
bility. He has called for "rightsizing" and "streanlining"
state governnent. In his first three years in office, Scha-
fer succeeded in hol ding spending growth well below the
grom h rates of popul ation and personal incone. However, in
1997 Schafer’s proposed budget for the current biennium
called for increasing spending by 10 percent over the previ-
ous biennium Schafer clainmed such growth was necessary to

nmeet the state’s "unnmet needs."” Referring to past budget
grow h, he said, "W passed up spending in areas where we
shoul d have invested in. . . . | feel this budget allows us
to catch up." Schafer’s record on taxes has been less im

pressive. Since North Dakota’s personal inconme tax is cal-
cul ated as a straight percentage of federal inconme tax |i-
ability, the 1993 dinton incone tax hike offered the North
Dakota treasury a bonus, nore inconme tax revenue w thout
passing a state incone tax hike. By not reducing the state
incone tax rate, Schafer and the legislature allowed North
Dakotans to be hit with a stealth tax hike. The effective
top margi nal state incone tax rate clinbed by nearly 30 per-
cent, from4.3 percent to 5.5 percent. This while nost

ot her states have been reducing their inconme tax rates and
while the state's nore prosperous nei ghbor, South Dakot a,
thrives without any incone tax at all. |In addition, Schafer
has raised the gas tax by 3 cents and the cigarette tax by
15 cents. Schafer has the right overall philosophy of

| eaner, nore responsive state governnent, but his execution
has sonetinmes fallen short.

Score Grade Rank

Overall Fiscal Policy Score 42 C 36
Spending Score 49 C 22
Revenue and Tax Rate Score 39 D 41

Amount

-0.8% Average Annual Changein Real Per Capita Direct General Spending through 1996
-1.1% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
2.4% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.1% Average Annual Changein General Fund Spending Per $1,000 Per sonal Income 1996-98
2.1% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.2% Average Annual Changein Tax Revenue Per $1,000 Per sonal | ncome through 1997
0.8% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
1.1% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.4% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
1.204 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate |ncome Tax Rate, proposed and/or enacted (% points)

16.0 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
3.0 Chanaein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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thi o

Geor ge Voi novi ch, Republican Legi sl ature: Republican
Took O fice: 1/91

Grade: D

Fromhis first day in office eight years ago, George
Voi novi ch has engaged in nonstop fiscal conbat with conser-
vatives and taxpayer advocates in his own party. 1In 1993 he
passed a giant $1 billion tax hike, increasing Chio's al-
ready excessive 7 percent incone tax rate to 7.5 percent.
In 1996 |iberal Denocrats in the legislature teaned up with
conservative Republicans and taxpayer groups to pass a tax
cut to be funded out of the state's $1.1 billion surplus,
but Voi novich blasted it as "fiscally irresponsible.” He
finally and begrudgi ngly signed a shaved-down version into
law. His latest tax schene cane earlier this year when he
sponsored a $1.2 billion tax hike to fund a massive new edu-
cation spendi ng canpai gn. The Voinovich plan called for a
20 percent increase in the state sales tax and a 50 percent
cigarette tax hike. The tax proposal was placed on the Chio
ballot in May. In an enbarrassing rebuke to Voinovich, vot-
ers trounced the neasure by an 80-20 margin. On the expen-
diture side of the budget, Voinovich has been a spendthrift
in recent years. His fiscal 1998 budget, for exanple, was 8
percent higher than the 1997 budget--with 13 percent nore
for schools, 10 percent nore for higher education, and 20
percent nore for corrections. One of the few constructive
features of Voi novich's agenda has been his support for
school vouchers in inner-city Cevel and and for expanded
charter schools. Voinovich is retiring fromthe governor-
ship to make a run for the U S. Senate this year. If he
wins that race, his anti-tax-cut and pro-spending inclina-
tions wll unfortunately fit right in wth those of many of
the current Republicans in the Senate.

Score Grade Rank

Overall Fiscal Policy Score 39 D a2
Spending Score a4 C 27
Revenue and Tax Rate Score 36 D a4

Amount

1.5% Average Annual Changein Real Per Capita Direct General Spending through 1996
-0.1% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
2.0% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-0.9% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
2.8% Average Annual Changein Real Per Capita Tax Revenue through 1997
1.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
0.0% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
0.9% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.8% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.301 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

16.1 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
1.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
2.0 Chanaein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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k|l ahoma

Frank Keating, Republican Legi sl ature: Denocratic
Took O fice: 1/95

Grade: D

Frank Keating, a former aide to Jack Kenp, has pursued
a growt h-oriented tax agenda for Okl ahoma, but the |egisla-
ture has inpeded himevery step of the way. In 1997 Keating
signed into law a major reduction in the unenpl oynent tax.
Thi s past year Keating proposed the biggest supply-side in-
conme tax cut of any governor. The Keating plan was to dedi -
cate projected budget surpluses to cutting the incone tax in
half--from7 to 3.5 percent over seven years. After a
brui sing battle with the Denocrats in the |egislature, Keat-
ing energed only partially victorious. In May he signed the
| argest tax cut in Oklahoma history, but the incone tax cut
was a nere 0.25 percentage point. Mst of the tax cut was
devoted to a grocery sales tax rebate. Keating has al so
pushed innovation in state services, including a voucher
plan for students in poorly perform ng schools and pay for
performance in state agencies. But the budget has expanded

at a troublingly rapid rate under Keating. In his four
years in office, state general fund expenditures have grown
by nmore than $1 billion, an increase of a whopping 30 per-

cent. The legislature has eagerly spent nearly every penny
of the windfall revenues resulting fromthe strong econony
in the Southwest. But Keating has not been reluctant to
propose new spending hinself. He has been particularly fond
of increasing spending on highways and hi gher educati on.
Keating’ s | ast budget called for a $103 mllion increase in
education spending and a $300 mllion bond issue for state-
wi de capital projects. Keating gets very high marks for his
tax initiatives, but he has been bel ow average in restrain-
ing the legislature from spendi ng surplus tax paynents.

Score Grade Rank

Overall Fiscal Policy Score 40 D 39
Spending Score 37 C 38
Revenue and Tax Rate Score 41 C 38

Amount
1.2% Average Annual Changein Real Per Capita Direct General Spending through 1996
0.5% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
1.8% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
1.3% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
3.6% Average Annual Changein Real Per Capita Tax Revenue through 1997
2.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-0.7% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal I ncome through 1999
3.6% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.7% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-0.5 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
13.0 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chandgein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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O egon

John Kitzhaber, Denocrat Legi sl ature: Republican
Took OFfice: 1/95

G ade: F

John Kitzhaber, a physician, is arguably the nation’s
nmost fiscally liberal governor. H's 16-year career in the
state legislature culmnated in the passage of the O egon
Heal th Pl an, which expands health care coverage by rationing
treatnent. That plan was funded by a tenporary 10-cent
cigarette tax hike. In Kitzhaber’s first year as governor
he supported extending that tax hike and | ater supported a
30-cent cigarette tax increase, which was approved by the
voters, to expand the Oregon Health Plan. Despite |audatory
apprai sal by the nedia, the Oregon Health Pl an has been nost
noteworthy for its exploding enrollnment and costs. |In 1997
Ki t zhaber proposed increasing the gas tax and vehicle regis-
tration fees to fund mass transit spending and road i nprove-
ments. The legislature rejected that proposal, and later in
Novenber voters in a nunber of counties rejected |ocal road

tax hikes as well. Oregon has a "kicker" |aw under which,
if tax collections exceed the original estinmate by 2 percent
or nore, that surplus nust be returned to the taxpayers. |In

1997 Kitzhaber asked the legislature to spend the extra tax-
payer dollars on education and soci al services rather than
return them Hi's biennial budget proposal for FY98 and FY99
called for a huge double-digit increase in spending. He

| ater increased his own, already astronom c, spending pro-
posal, twice. The legislature rejected Kitzhaber’s proposal
to keep the surplus tax dollars but passed a biennial budget
that still increased spending by about 18 percent. Under
Kitzhaber, state general fund spendi ng has mushroonmed by 40
percent. Kitzhaber, |ike many O egoni ans, describes hinself
as "skeptical of growh.” If his tax-and-spend policies
continue, Oregon can, indeed, expect |ess grow h.

Score Grade Rank

Overall Fiscal Policy Score 27 F 46

Spending Score 5 F 46

Revenue and Tax Rate Score 36 D 43
Amount

6.1% Average Annual Changein Real Per Capita Direct General Spending through 1996
2.7% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
5.3% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
1.8% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
3.0% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.3% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
0.1% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
0.0% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
1.9% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

15.6 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
6.0 Chanaein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Pennsyl vani a

Tom Ri dge, Republican Legi sl ature: Republican
Took O fice: 1/95
Grade: B

Pennsyl vani a has benefited trenmendously fromthe fis-
cally conservative, tax-cutting agenda of Tom Ridge. The
Commonweal t h Foundation, a state think tank, says, "Ridge
and the | egislature have enacted the nost pro-business--and
pro-econom c growth--reforns in recent Pennsylvania history.
These reforms were desperately needed." They include $2
billion in corporate net incone and personal incone tax
cuts, a job creation tax credit, inheritance tax relief,
elimnation of the 6 percent sales tax on conmputer services,
wor kers' conpensation refornms that will cut business costs
by an estimated 20 percent ($1 billion a year), electricity
deregul ation, and welfare reforns that have cut casel oads by
65, 000. Ridge has cut taxes in each of his first four years
in office. He recently endorsed an anendnent to the state
constitution requiring a 3/5 superngjority vote of the | eg-
islature to raise taxes. Spending growh has al so been cut
to half of what it was under the previous adm nistration.
The result of all these reforns has been an econom c revival
of sorts in Pennsylvania. The unenploynent rate is below 5
percent for the first tinme in 30 years, and 230,000 new j obs
have flocked into the state. From 1995 to 1998 Pennsyl vani a
i npressively | eapfrogged from45th in the country in job
creation to 17th. Alas, there are blem shes on R dge's rec-
ord as well. Last year he supported a hefty gas tax and no-
tor vehicle tax increase. Hi s |atest budget, described ac-
curately by the Phil adel phia Inquirer as "a fat election
year budget . . . that spreads the wealth far and wide," is
by far his worst. R dge also seens nore enanored with
snokest ack-chasing industrial policy initiatives than with
further cutting Pennsylvania's business taxes, which are
still about one-third higher than in the average state. But,
on bal ance, Ridge, who arrived in Harrisburg from Washi ngton
wi th a nushy noderate reputation, has been a very pl easant
surpri se.

Score Grade Rank

Overall Fiscal Policy Score 56 B 13

Spending Score 61 B 14

Revenue and Tax Rate Score 4 B 12
Amount

0.7%  Average Annual Changein Real Per Capita Direct General Spending through 1996
-15%  Average Annual Changein Direct General Spending Per $1,000 Per sonal Income through 1996
-0.3%  Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-23%  Average Annual Changein General Fund Spending Per $1,000 Personal |ncome 1996-98
05%  AverageAnnual Changein Real Per Capita Tax Revenuethrough 1997
-20%  Average Annua Changein Tax Revenue Per $1,000 Personal Income through 1997
-33%  Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal | ncome through 1999
04%  Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-01%  Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

128 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
00 Changein SalesTax Rate, proposed and/or enacted (% points)
35  Chanaein GasTax Rate. proposed and/or enacted (centsper aallon) (*0.5)
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Rhode | sl and

Li ncol n Al nond, Republican Legi sl ature: Denocratic
Took O fice: 1/95

Grade: C

Rhode Island is a brutally tough state for anyone who
even glances in a fiscally conservative, market-oriented di-
rection, which explains Lincoln Al nond' s rancorous first
term Wth the Denocrats controlling 80 percent of the | eg-
islative seats, the nost powerful figure in state politics
is probably not Governor Al nond but the |ongtinme house ma-
jority | eader, Denocrat George Caruolo. The years and | ay-
ers of anti-business policies have had the expected result:
virtually every independent financial and business climate
i ndex ranks Rhode Island in the bottomfive states. Rhode
Island is one of only three states--North Dakota and West
Virginia are the others--to actually | ose popul ati on over
the past 10 years. Alnond took office during an era of
banki ng and real estate crisis in Rhode Island. H s prede-
cessor, Bruce Sundlun, had passed nmassive tax hikes to try
to bal ance the budget. Al nond s nost noteworthy acconplish-
ment has been to enact a series of tax reductions. In his
first budget Al nond approved a tax cut on financial serv-
ices, thus luring Fidelity and 1,200 new jobs into the state
from Massachusetts. Last year he signed into law a 10 per-
cent incone tax rate cut and a research and devel opnent tax
credit. 1In 1998 he managed to get the legislature to enact
a phaseout of the car tax and the business inventory tax.
He al so pushed property tax relief, but the state senate
killed the plan. 1In 1996 Al nond shocked the political es-
tabl i shment by vetoi ng an out-of-bal ance state budget, but
the legislature defiantly overrode the veto. Since then,
Al mond has generally deferred to the |legislature's spending
demands, as evidenced by | ast year's 8 percent spending in-
crease. In sone areas, such as his Starting Right child
care program Al nond has even outspent the legislators. On
bal ance, Al nond has inproved the economc climate in Rhode
Island, but it remains a terribly inhospitable state for
busi ness and workers.

Score Grade Rank

Overall Fiscal Policy Score 47 C 25
Spending Score 53 B 20
Revenue and Tax Rate Score 45 C 33

Amount
1.6% Average Annual Changein Real Per Capita Direct General Spending through 1996
-1.1% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
-1.1% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.0% Average Annual Changein General Fund Spending Per $1,000 Per sonal |ncome 1996-98
2.5% Average Annual Changein Real Per Capita Tax Revenue through 1997
0.6% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.0% Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal Income through 1999
1.7% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.9% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
-0.396 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
19.7 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
-0.5 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chanaein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Sout h Carolina

Davi d Beasl ey, Republican Legi slature: D vided
Took O fice: 1/95
Grade: B

During David Beasley's first termin office, the South
Carol i na econony has experienced a torrid rate of grow h.
In four years South Carolina--one of the nation's nost con-
servative states--has recruited nore than $16 billion in new
i nvestnent, bringing nore than 80,000 jobs to the state.
Today, South Carolina is a mecca of foreign-owned investnent
with international giants |ike Honda operating new plants in
the state. Unenploynent is the lowest in 30 years, and in
the 1990s this traditionally poor state has enjoyed one of
the fastest rates of growth in personal inconme in the coun-
try. Beasley's pro-business policies--including regul atory
relief, property tax cuts, welfare reform and enterprise
zones for depressed areas--have clearly helped foster this
i npressive prosperity and a record-1 ow unenpl oynent rate.
In his first four budgets Beasley has called for a conbined
$1 billion in tax cuts, including small business tax credits
and nost recently a phaseout of the car tax. H's welfare
changes, including strict work requirenments and a two-year
time limt, nust be working, given the nearly 50 percent re-
duction in state welfare rolls since 1992. On the spending
side, the education budget has grown by nore than 30 percent
in four years under Beasley to fund nostly unprom sing, con-
ventional school reforms. Wrse, Beasley has sponsored the
state purchase of some 140,000 acres of land--by a state
t hat al ready owns hundreds of thousands of acres and should
be selling Iand, not buying it. Despite these m nor blem
i shes, Beasley's record of fiscal restraint is inpressive.
Hi s econom c and fiscal acconplishnments have clearly nmade
South Carolina a richer state.

Score Grade Rank

Overall Fiscal Policy Score 61 B 6
Spending Score 65 B 10
Revenue and Tax Rate Score 59 B 7

Amount

-0.6% Average Annual Changein Real Per Capita Direct General Spending through 1996
-2.9% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
-3.4% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
2.0% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
0.6% Average Annual Changein Real Per Capita Tax Revenue through 1997
-1.4% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-3.8% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
0.0% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-1.0% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

12.0 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Chandgein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Sout h Dakot a

W Il iam Jankl ow, Republican Legi sl ature: Republican
Took O fice: 1/95
G ade: A

Jankl ow, a | awyer by trade, served two previous termns
from 1979 to 1987. 1In 1994 he again won election to the
statehouse with a platformthat included a 30 percent prop-
erty tax cut. In his first year back in office, Jankl ow de-
livered a 20 percent property tax cut. The $80 million re-
duction was the largest tax cut in state history. However,
that cut was partially offset by a 10-cent per pack ciga-
rette tax hi ke and several other mnor tax and fee in-
creases. |In 1998 Jankl ow proposed, and the |egislature ap-
proved, an additional 5 percent property tax reduction. He
has al so downsi zed t he executive branch staff by over 1,000
enpl oyees, a 13 percent reduction. And over the |ast two
years general fund spending per $1,000 of personal income
has actually declined by 4 percent. Qher than the m nor
first-year tax hikes, the only notable blem sh on Janklow s
sterling fiscal record is the tenporary 3-cent per gallon
gasoline tax hike he approved in 1997. That increase,
schedul ed to expire on Cctober 1, 1998, was approved only
after the state was wacked by devastating fl oods and a
fierce blizzard that required a special |egislative session
to find funds for the unexpected costs of snow renoval and
road repair. The Small Business Survival Commttee ranks
Sout h Dakota the nost business-friendly state in the nation,
in part because it is one of only two states with no corpo-
rate inconme tax, no personal inconme tax, no personal prop-
erty tax, and no business inventory tax. In Novenber 1996
voters approved a referendumrequiring a 2/3 supermgjority
for all tax hikes, so the state’s |owtax status seens se-
cure. This pro-business, |lowtax environnment has served
Sout h Dakota well. South Dakota has led the nation in per
capita income growh in recent years. During his second
stint as governor, Jankl ow has brought South Dakotans both
tax relief and tightfisted spending restraint. That inpres-
sive fiscal record puts himat the top of the class.

Score Grade Rank

Overall Fiscal Policy Score 75 A 1
Spending Score 80 B 3
Revenue and Tax Rate Score 73 A 1

Amount
-2.4% Average Annual Changein Real Per Capita Direct General Spending through 1996
-1.9% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
-1.5% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-4.1% Average Annual Changein General Fund Spending Per $1,000 Per sonal I ncome 1996-98
-3.4% Average Annual Changein Real Per Capita Tax Revenue through 1997
-6.3% Average Annual Changein Tax Revenue Per $1,000 Personal I ncome through 1997
-3.4% Average Annual Recommended Changein General Fund Revenue Per $1,000 Per sonal | ncome through 1999
-0.5% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-1.5% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
0.0 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
3.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Tennessee

Don Sundqui st, Republican Legi sl ature: Republican
Took O fice: 1/95

Grade: B

These are boomtines for Tennessee, with nore than $12
billion in new business investnent and 130, 000 new j obs
lured inside its borders in just the last four years. Per
capita incone is up 14 percent since 1994. Tennessee’'s
prosperity provides a textbook exanple of the benefits of
gl obalization and free trade, wth nmuch of the new enpl oy-
ment - generating investing in the state being done by for-
ei gn-owned firns and trade-rel ated manufacturing and finan-
cial services industries. This favorable investnent climte
begins with Tennessee's enornous advantage of bei ng one of
only nine remaining states without an income tax. Tennes-
see's overall tax burden is 23 percent below the national
average. The Sundqui st admnistration's policies have con-
tributed to the business friendliness of the state. Sund-
qui st ran for governor in 1994 prom sing "l ess governnent,
[ight regulation, and no new taxes." For the nost part he
has delivered. Sundquist's 1997 budget called for $100 nmil -
lion less in expenditures and 1, 750 fewer governnent enpl oy-
ees than did the budget of the year before, though his 1998
budget request was up 4 percent. Sundquist points with
pride to his "Famlies First" welfare reform package as a
maj or success story. Wlfare enrollnent has fallen by 35
percent in two years, nearly tw ce the national average.

But many of the "reforms,"” including free day care and job
training, sound dintonesque. Though Sundqui st supports
charter school experinents, nost of his education reforns
are conventional and costly. Sundquist's nost notable

achi evenment has been his steadfast resistance to the al nost
annual pleas fromthe nedia and the political establishnment
for a state incone tax and for higher taxes in general. To
the pro-tax | obby, Sundquist has steadfastly replied, "New
taxes woul d danpen the fire of enterprise and investnent and
job creation.” He's right. Wy change a winning strategy?

Score Grade Rank

Overall Fiscal Policy Score 55 B 15
Spending Score 67 B 8
Revenue and Tax Rate Score 49 C 21

Amount
-1.7% Average Annual Changein Real Per Capita Direct General Spending through 1996
-4.5% Average Annual Changein Direct General Spending Per $1,000 Per sonal | ncome through 1996
0.7% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
-0.1% Average Annual Changein General Fund Spending Per $1,000 Personal I ncome 1996-98
1.8% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.2% Average Annual Changein Tax Revenue Per $1,000 Per sonal I ncome through 1997
-1.5% Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal Income through 1999
1.2% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.0% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
6.0 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Texas

George Bush, Republican Legi slature: D vided
Took O fice: 1/95

Grade: B

The notto these days in Texas is, "The son also rises."”
In his first termas governor, CGeorge W Bush, the forner
president's el dest son, has racked up an inpressive fiscal
and econom c record. He is enornously popular and is re-
garded by many as the GOP's front-runner for the Wlite House
in 2000. In an era of prosperity when many of his Republi -
can gubernatorial coll eagues have | aunched wi | d spending
sprees, Bush has been surprisingly tightfisted. In four
years state general fund spending has risen by 29 percent.
However, the state’s econony has grown even faster. On an
annual basis, spending growth has been held nore than 1.5
percent bel ow the growh of both popul ati on and personal in-
come. In his press releases and reel ection canpai gn docu-
ments, Bush touts four other acconplishnments: tough-on-crine
judicial reforms, stringent educational standards, tort re-
form and tax cuts. He earned high marks for pushing
through litigation reforms that were ferociously attacked by
the state's trial |awers but have cut |egal costs. Bush's
one major political debacle was an anbitious but ill-fated
tax-restructuring plan conceived in 1997. Designed to re-
duce property taxes and corporate taxes, the reformwas uni -
versally opposed by small business owners--a key Republican
constituency--who saw it as a back-door tax increase ained
at them Bush eventually w thdrew the unpopul ar plan and
settled for a $1 billion property tax cut instead. On the
nati onal stage, Bush has earned a reputation as a vocal sup-
porter of free trade and inmm gration--two policies that he

correctly notes are hugely beneficial to Texas. It is said
that Bush has no enem es, just skeptics, but his record so
far has put to rest sone, though not all, of that skepti-

cism H s record of fiscal restraint ranks himnear the top
of the Iist of Anerica’ s governors.

Ut ah
Score Grade Rank
Overall Fiscal Policy Score 69 B 4
Spending Score 85 A 1
Revenue and Tax Rate Score 62 B 6

Amount
-3.1% Average Annual Changein Real Per Capita Direct General Spending through 1996
-5.0% Average Annual Changein Direct General Spending Per $1,000 Per sonal |ncome through 1996
-1.5% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
-2.0% Average Annual Changein General Fund Spending Per $1,000 Per sonal | ncome 1996-98
1.9% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.2% Average Annual Changein Tax Revenue Per $1,000 Personal |ncome through 1997
-5.0% Average Annual Recommended Changein General Fund Revenue Per $1,000 Personal Income through 1999
-1.9% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.9% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Cor porate Income Tax Rate, proposed and/or enacted (% points)
45 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0  Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)



Page 70

M chael Leavitt, Republican Legi sl ature: Republican
Took OFfice: 1/93
Grade: C

M chael Leavitt is perhaps best known across the coun-
try as an ardent defender of states’ rights and the Tenth
Amendnent agai nst an ever-encroachi ng federal government.

In his first termas governor of Utah, Leavitt once said, "I
have chosen to nmake education, transportation and taxpayers
nmy highest priority." On education, while Leavitt has sup-
ported charter schools, he has also dramatically increased
school funding, and he has opposed vouchers. Perhaps not
surprisingly, those views have won himthe endorsenent of
the powerful teachers’ unions. On transportation, Leavitt
has tried to establish his "legacy" by pushing higher gas
taxes and fees and nore debt to fund billions of dollars
worth of governnent-built roads including a new across-state
hi ghway. While Leavitt has successfully pushed for nodest
tax cuts, they have been partially offset by his increases
in the gas tax, vehicle registration fee, and cigarette tax.
In 1998 Leavitt didn’t even bother proposing a tax cut, al-
t hough revenues surged. This is not the fiscal record one
woul d expect froma Republican in one of the nation’s nobst
conservative states.

Score Grade Rank

Overall Fiscal Policy Score a4 C 33

Spending Score 33 D 40

Revenue and Tax Rate Score 49 C 24
Amount

3.9% Average Annual Changein Real Per Capita Direct General Spending through 1996
0.9% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
1.1% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
0.2% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
2.8% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.3% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-2.7% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal I ncome through 1999
0.3% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.2% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-0.2 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
12.0 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
-0.25 Changein Sales Tax Rate, proposed and/or enacted (% points)
55  Chanaein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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Ver nont

Howar d Dean, Denocr at Legi sl ature: Denocratic
Took O fice: 8/91

Grade: C

Howar d Dean was |ieutenant governor in August 1991 when
Republ i can governor Richard Snelling died suddenly of a
heart attack. Dean was elected to a full termin 1992 and
reelected in 1994 and 1996. (Vernont is one of only two
states with two-year gubernatorial terns.) Dean has been
descri bed by The Al manac of Anerican Politics as "one of the
four or five nost Iiberal governors in the nation." He has
pushed a hi gher m ni rum wage, | and devel opnent restrictions,
famly | eave |l egislation, and taxpayer financing of cam
pai gns. A physician, in 1993 he pushed for a Cinton-style
health care plan, which was rejected by the |egislature.
Since then he has expanded st ate-subsi di zed nedi ci ne incre-
mentally. However, Dean cannot be pi geonhol ed as a down-
the-line tax-and-spend |iberal. He has supported such free-
mar ket causes as electricity deregul ation, a school choice
program for high school students, and restraints on state
spending. Wiile he often is given credit for reducing the
income tax, the reality is different. Vernont’'s personal
incone tax is levied as a percentage of federal liability.
Dean did allow a tenporary increase to expire, dropping the
top rate from 34 percent to 25 percent, and he | ater pro-
posed lowering the rate to 24 percent. However, since the
top federal rate has been raised from31 percent to 39.6
percent, Vernonters still face a much higher effective top
tax rate today than they did before Dean was governor. Dean
has successfully pushed a 1.5 percentage point increase in
corporate incone tax rates, a 5-cent per gallon gas tax
hi ke, and a 24-cent per pack cigarette tax hike. He also
made a tenporary 1-cent sales tax hike permanent. Dean’s
court-ordered school funding equalization plan has proven
extraordinarily unpopular in wealthy towns because their
property taxes now go to the state rather than their own | o-
cal schools. Dean’s record of fiscal restraint has been
fairly mxed. |In the past two years his tax-and-spend |ib-
eral instincts have won out over his fiscally conservative
si de.

Score Grade Rank

Overall Fiscal Policy Score 44 C 32
Spending Score 61 B 15
Revenue and Tax Rate Score 37 D 42

Amount

0.1% Average Annual Changein Real Per Capita Direct General Spending through 1996
-1.6% Average Annual Changein Direct General Spending Per $1,000 Personal Income through 1996
-0.7% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-1.1% Average Annual Changein General Fund Spending Per $1,000 Per sonal Income 1996-98
-0.1% Average Annual Changein Real Per Capita Tax Revenue through 1997
-1.9% Average Annual Changein Tax Revenue Per $1,000 Personal | ncome through 1997
-3.5% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal | ncome through 1999
-0.7% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
2.1% Average Annual Recommended Tax Changes as % of Prior Year's Spending through 1999
1.754 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

15 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

19.7 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
1.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
8.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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Washi ngt on

Gary Locke, Denocr at Legi sl ature: Republican
Took O fice: 1/97

Grade: B

Gary Locke, the first Chinese-Anmerican governor in U S
hi story, succeeded |iberal Denocrat Mke Lowy who |eft of-
fice amd charges of sexual harassment. Locke' s 1996 el ec-
tion coincided with the GOP takeover of the state senate,
whi ch gave the Republicans control of both houses for the
first tinme since 1980. That divide in control of state gov-
ernment in Oynpia has opened a conbative period in state
politics. 1In Locke's first year the legislature sent hima
flurry of tax cuts, worth about $1.3 billion. He repeatedly
vet oed those cuts, approving barely nore than one-third of
the proposed tax relief. |In fact, that first year in office
Locke shattered the state record by vetoing 125 bills, which
anounted to nearly one-fourth of the bills sent to him
Fortunately for Washington's taxpayers, a Novenber 1993 ref-
erendum (I nitiative 601) inposed a stronger tax and spendi ng
cap, which limts budget growh to the rate of popul ation
grow h plus inflation. Spending can exceed the cap only if
voters give their approval, and all tax hikes nust be ap-
proved by a 2/3 supermajority. Those restrictions, and a
nore fiscally conservative state | egislature, have success-
fully contai ned Locke s pro-spending proclivities.

Score Grade Rank

Overall Fiscal Policy Score 58 B 10

Spending Score 63 B 12

Revenue and Tax Rate Score 57 B 8
Amount

0.5% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-2.4% Average Annual Changein General Fund Spending Per $1,000 Personal I ncome 1996-98
-3.5% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
1.2% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.7% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
34 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
50 Chanaein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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West Virginia

Ceci | Underwood, Republican Legi sl ature: Denocratic
Took O fice: 1/97
G ade: C

This is Cecil Underwood’ s second term as governor; he
served a previous four-year term beginning in 1957, when he
was the nation's youngest governor. Wen then-governor Gas-
ton Caperton was prohibited fromseeking a third term as
governor in 1996, Underwood was convinced to | eave his ca-
reer in private business to run again. He won by a 52-46
margi n, and, at age 74, becane the nation’s ol dest governor.
Underwood’ s canpai gn focused on continuing the policies of
t he popul ar Caperton. Fortunately for Wst Virginia s tax-
payers, Underwood has not been quite as eager to increase
taxes and spending as was his predecessor, one of the big-
gest spendi ng governors of the 1990s. Underwood has not,
however, governed |i ke the free marketeer his business back-
ground m ght suggest. Instead of cutting taxes as many of
his fell ow governors are doing, Underwood is attenpting to
foster econom c devel opnent by using taxpayer dollars to ex-
pand corporate wel fare prograns that put governnment in the
position of picking industrial winners and | osers. He has
proposed no major tax relief, although he did approve a nod-
est reduction in business taxes |last year. In January 1998
the m dyear revenue estimates indicated that tax collections
were runni ng about $50 million ahead of schedule. |Instead
of returning those excess revenues to the taxpayers, Under-
wood’ s budget proposal spent alnost the entire w ndfall.

The Denocratic |egislature enthusiastically approved. Un-
derwood’s record of fiscal restraint is far better than his
bi g- spendi ng predecessor’s. But it is still the sanme tax-
and-spend ethic that has kept West Virginia one of the poor-
est and | east devel oped states in the nation.

Score Grade Rank

Overall Fiscal Policy Score 46 C 27
Spending Score 43 C 31
Revenue and Tax Rate Score 47 C 27

Amount

1.9% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
-0.5% Average Annual Changein General Fund Spending Per $1,000 Personal I ncome 1996-98
-0.6% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal Income through 1999
1.2% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.0% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Cor porate Income Tax Rate, proposed and/or enacted (% points)

155 1998 Combined Top Income Tax Rates (Personal plus Cor porate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
0.0 Chandgein GasTax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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W sconsin

Tonmy Thonpson, Republican Legi sl ature: Divided
Took O fice: 1/87

Grade: C

If the states are the nation's |aboratories of denoc-
racy, then Tommy Thonpson is arguably Anmerica's |eading sci-
entist. Thonpson's trailblazing reforns in welfare and edu-
cation and his supply-side tax cuts have been a | esson for
the rest of the nation. H's tough welfare reforns cut A d
to Famlies with Dependent Children rolls by nearly half.
Thonpson was the architect of the school choice programthat
allows | owinconme parents in inner-city MIwaukee to send
their children to public or private school s--and was re-
cently upheld by the Suprene Court. W sconsin enpowers its
governor with the nost sweeping line-itemveto authority,
and for the past 12 years Thonpson has enpl oyed it prodi-
giously, with budget savings in the billions of dollars.

And he has cut the incone tax three tinmes. That's the good
news. The bad news is that Thonpson's third term-and he is
now running for a fourth--has been much worse than his first
two. His |atest budgets have called for nmassive new spend-
ing for school aid, day care subsidies, corporate pork, and
transportation. He infuriated conservatives in the state

| egi slature earlier this year by using his veto authority to
shrink a property tax relief bill passed by the Republican

| egislature and to nake it a one-tinme reduction rather than
a permanent tax cut. Thonpson called the legislature’s

| arger, permanent tax cut "shortsighted" and "inprudent."
Hi s 1998 budget contai ned new taxes on cigarettes, gasoline,
and Internet sales. Overall, Wsconsinis a far nore pros-
perous state today than when Thonpson began his reform st
crusade 12 years ago, but his recent record also confirns an
iron | aw of politics: the | onger Republicans stay in office,
the nore pro-tax and spend they becone.

Score Grade Rank

Overall Fiscal Policy Score 45 C 29

Spending Score 43 C 30

Revenue and Tax Rate Score 47 C 29
Amount

1.2% Average Annual Changein Real Per Capita Direct General Spending through 1996
-0.1% Average Annual Changein Direct General Spending Per $1,000 Personal |ncome through 1996
0.0% Average Annual Recommended Changein Real Per Capita General Fund Spending through 1999
1.5% Average Annual Changein General Fund Spending Per $1,000 Personal Income 1996-98
1.4% Average Annual Changein Real Per Capita Tax Revenue through 1997
-0.1% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-0.9% Average Annual Recommended Change in General Fund Revenue Per $1,000 Per sonal I ncome through 1999
1.5% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
-0.6% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999
-1.03 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)
0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)
14.77 1998 Combined Top Income Tax Rates (Personal plus Cor por ate) (*0.5)
0.0 Changein Sales Tax Rate, proposed and/or enacted (% points)
7.9  Chanaein Gas Tax Rate, proposed and/or enacted (cents per aallon) (*0.5)
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om n
Jim CGeringer, Republican Legi sl ature: Republican
Took O fice: 1/95
Grade: B

After a 12-year career in the state legislature, Jim
Geringer won his first termas governor by a 19 point margin
in 1994. Wonmng is a unique state in many ways. It has no
personal or corporate incone tax, and it relies on severance
taxes on the mneral industry for an inordinately |arge
share of its revenues, about 15 percent. Tax receipts can
fluctuate widely in response to changes in the prices of oi
and other mnerals, thereby causing boom and bust cycles in
the state budget. This creates sone difficulties in assess-
ing Geringer’s fiscal record. To his credit, Geringer’s
first biennial budget proposal called for an actual decrease
in spending. Revenue growth has al so been fairly re-
strained, although that is due in part to a sluggish econ-
ony. While Geringer’s overall fiscal record has been above
average, his record on tax cutting does not conpare favora-
bly with the records of the rest of the class of 1994. In
fact, Geringer has supported extending a 1l-cent tenporary
sal es tax hi ke enacted by his predecessor and raising the
gas tax by 5 cents.

Score Grade Rank

Overall Fiscal Policy Score 58 B 11

Spending Score 66 B 9

Revenue and Tax Rate Score 54 B 11
Amount

-3.0% Average Annual Changein Real Per Capita Direct General Spending through 1996
-4.9% Average Annual Changein Direct General Spending Per $1,000 Personal | ncome through 1996
1.4% Average Annual Recommended Change in Real Per Capita General Fund Spending through 1999
1.3% Average Annual Change in General Fund Spending Per $1,000 Personal ncome 1996-98
-1.5% Average Annual Change in Real Per Capita Tax Revenue through 1997
-3.0% Average Annual Changein Tax Revenue Per $1,000 Personal Income through 1997
-0.9% Average Annual Recommended Change in General Fund Revenue Per $1,000 Personal Income through 1999
0.4% Average Annual Changein Real Per Capita General Fund Revenue 1996-98
0.0% Average Annual Recommended Tax Changesas % of Prior Year's Spending through 1999

0.0 Changein Top Personal Income Tax Rate, proposed and/or enacted (% points)

0.0 Changein Top Corporate Income Tax Rate, proposed and/or enacted (% points)

0.0 1998 Combined Top Income Tax Rates (Personal plus Corporate) (*0.5)

1.0 Changein Sales Tax Rate, proposed and/or enacted (% points)

5.0 Changein Gas Tax Rate, proposed and/or enacted (cents per gallon) (*0.5)
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1. The first three were Stephen More, "A Fiscal Policy
Report Card on America’s CGovernors," Cato Institute Policy
Anal ysis no. 167, January 30, 1992; Stephen More and Dean
Stansel, "A Fiscal Policy Report Card on Anerica’s
Governors: 1994," Cato Institute Policy Analysis no. 203,
January 28, 1994; and Stephen More and Dean Stansel, "A
Fiscal Policy Report Card on America s Governors: 1996,"
Cato Institute Policy Analysis no. 257, July 26, 1996. Al
are available at the Cato Institute's Wb site: ww. cato.
or g.

2. David Broder and Dan Bal z, "Softer |Issues Aid GOP in
GQubernatori al Races," Washi ngton Post, August 5, 1998, p. Al

3. Stephen Mobore, "Read Qur Lips: The Tax Revolt Lives,"
Reason, June 1992, pp. 40-45.

4. Stephen Moore, "In the States: Everything’s Com ng Up
Supply Side," A B. Laffer and V. A Canto Associ ates, San
Di ego, August 1995.

5. George Pataki, Speech before the Heritage Foundati on,
March 1996

6. Stephen More, "State Spending Splurge: The Real Story
behind the Fiscal Crisis in State Governnent," Cato
Institute Policy Analysis no. 152, May 23, 1991.

7. National Association of State Budget O ficers, "The
Fiscal Survey of States,"” May 1998 and previous editions.

8. National Association of State Budget O ficers, "The
Fiscal Survey of States: May 1998."

9. Dana M bank, "For Republican Governors, Spending Isn't
a Dirty Wrd Anynore,"” Wall Street Journal, February 17,
1998, p. A24.

10. National Association of State Budget Oficers, "The
Fiscal Survey of States: Decenber 1997," p. 18.

11. Jonathan Walters, "The Myth of the Meataxe,"” Governing,
February 1998, pp. 17-20.

12 "Sal es Tax Mania," editorial, Wall Street Journal,
Decenber 23, 1997, p. Al4.

13 Moore and Stansel, "A Fiscal Policy Report Card on
America s Governors: 1996," p. 2.

14. Stephen Moore and Dean Stansel, "Tax Cuts and Bal anced
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Budgets: Lessons fromthe States," Cato Institute Fact
Sheet, Septenber 17, 1996.

15. U. S. Departnent of Labor, Bureau of Labor Statistics,
Local Area Unenpl oynment Statistics.

16. "Tax Revenues Rise As Tax Cut Continues," Enpire Econony
2, no. 3 (April 1997).

17. Zsolt Becsi, "Do State and Local Taxes Affect Rel ative
State G owt h?" Federal Reserve Bank of Atlanta Econom c
Revi ew, March-April 1996, p. 34.

18. Comments at "Cutting Taxes and Bal anci ng Budgets: The
Governors' Experience," Roundtable |uncheon, Cato Institute,
Septenber 17, 1996.

19. Stephen Moore, "Wl fare States,” National Review,
Novenber 6, 1995, pp. 50-52.

20. Governor’'s Press O fice, Press rel ease, November 109,
1996.

21. For instance, the Corporation for Enterprise Devel opnent
publ i shes an annual rating of the states to determ ne which
governors are inplenenting the best economc policies. In
the 1980s Massachusetts and Dukakis routinely ranked at the
top of the rating scale, up until the fiscal coll apse of
Massachusetts in 1989. The 1994 report | abel ed New
Hanpshire, the |l owest tax state in the nation and the only
state without an incone and sales tax, as the worst place to
do business in Anrerica. Since the report’s release, New
Hanpshire has had faster incone and job growh than the

nati onal average.

22. For instance, Harvard econom st Caroline Hoxby says, "I
have consistently found evidence that both students and

t axpayers are better off under locally based systens of
school funding and school control. . . . Mre state aid
means | ess effective schools.” Caroline M Hoxby, "Loca
Property Tax-Based Fundi ng of Public Schools,"” Heartl and
Institute Policy Study no. 82, May 19, 1997.

23. The Bureau of the Census surveys state governnents each
year and produces detailed data files on the various
conponents of each state’s spending and revenue. Those
annual data reports are titled "State Governnent Fi nances."
The census data on state governnents are superior to those
fromall other sources because the census accounts for every
type of expenditure and every type of revenue generated for
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each state. The nost recently published "State Governnent

Fi nances" data are for FY96. However, the Census Bureau’ s
annual “State Governnment Tax Col |l ections® report is
avai l abl e for FY97, and those data have been used in this
report. The nore recent data on general fund expenditures
and revenues cone from sem annual conpilations of the
Nat i onal Association of State Budget O ficers, published in
"The Fiscal Survey of States." The data on enacted and
proposed tax rate changes cone from several sources,
including NASBO s "The Fiscal Survey of States," the

Nati onal Conference of State Legislatures’ annual "State Tax
Actions" publication, and the finance and tax offices of the
i ndi vi dual states.

24. State-by-state data on general fund spending and revenue
recommendations prior to FY91 were not available. Thus,
this variable does not reflect all of the earliest budget
recomendati ons of the four governors first el ected before
1990. However, for the other 42 of the 46 governors in this
study, this variable does reflect every one of their
recomended budgets. This nmeasure captures two effects that
are not reflected in the Census Bureau data, budget growth
since FY96 and governors’ recommended budgets (as opposed to
enact ed budget levels). For this neasure we use annual data
conpiled by the National Association of State Budget Ofi -
cers. General fund data are far fromideal for nmeasuring
total spending and revenue growth in a state. Those data do
not include certain types of nonappropriated spending, such
as pension fund spending and sone entitlenent outl ays.

Furt hernore, governors sonetines nove itens into and out of
the general fund to distort the degree of fiscal problens.
Despite those defects, the general fund data do for the nost
part provide us with a fairly reliable picture of how the
states’ spending patterns have changed since 1996.

25. For the five governors who were elected or took office
after 1996, this variable reflects only growth from FY97

t hrough FY98. As does the previous variable, this one
reflects spending growh since FY96, which was not reflected
in the Census Bureau dat a.

26. See note 24 on expenditure variable 3.

27. See note 25 on expenditure variable 4.
28. As do the other two variables on recomended budget

levels, this variable reflects only tax cut and tax increase
proposal s from FY91 and after.



