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“I say build it”:  Governor Schwarzenegger’s Third 
State of the State Address  

 
 
Governor Arnold Schwarzenegger gave his third State of the State address last night, and received a 
generally positive response for his tone, offers to compromise with Democratic opponents, and his 
commitment to build for the future of California.  There was, however, a notable unease about his 
expansive plans for bonds. 
 
Casual viewers of the Governor’s speech might think he proposed a $222 billion bond package.  
No, as best we understand his proposals, here are the main elements: 
 

• The package proposes bond-based spending spread over the next ten years, but the amount 
of “new” bonds will be “only” $53 billion.   

• The Governor assumes that the $53 billion from “new” bonds, plus previously authorized 
bond spending, plus hoped-for matching funds from the federal government, will bring the 
total spending to $222.6 billion. 

• Yes, there is an assumption that a relatively small portion of the bonds will be paid for by 
imposition of a) a new local transportation sales tax, b) fees imposed on containers shipped 
to and from our ports, c) limited highway tolls, d) a statewide monthly fee on water 
customers and e) some kind of benefit assessment fee imposed on those who get flood 
protection funds in the Central Valley. 

 
All this gets pretty complex, but we have included in this California Budget Report links to some   
supplemental documents issued by the Administration that you might want to check out.  All links 
below are from the Governor’s website. 
 

 The actual State of the State Address 
 Strategic Growth Plan Briefing Packet, a 23-page outline of the capital 

improvement proposals 
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 For those who want to see the detailed list of highway/road projects to be 
funded from this, take a look at the Strategic Growth Plan Preliminary 
Working List of Proposed Transportation Projects 

 



 
 
 
The Governor’s Strategic Growth Plan 
 
The best way to start understanding the proposal is the summary chart from the Growth Plan 
Briefing Packet, appearing on p. 2 of that report. 
 
 

 
 
 
How will the bonds be spread? 
 
Voters will be expected to cast ballots every General Election cycle for the next 10 years (2006, 
2008, 2010, 2012 and 2014).  Here is the proposed allocation, by election cycle: 
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Who won?  Who lost? 
 
We live in a political environment and it is inevitable that parties will be adding up the various 
proposals and trying to figure out who won, and who lost.  Here is our tentative list: 
 
Winners:  schools, the transportation lobby, law enforcement/corrections, and flood control districts.  
However, we bet those who face fees under the Governor’s plan are working hard already to get the 
state to drop that requirement. 
 
Losers:  environmentalists, hospitals and healthcare generally, affordable housing, just to name a 
few.  They were not part of the package, and some expected to be in the mix. 
 
Some questions to think about 
 

1. If there are five General Elections in a row where voters will face, respectively, $25 
billion, $10 billion, $19 billion, $9 bill and $5 billon worth of bond measures, how will 
they respond?  After all, at the same elections voters will also face a host of local or 
regional sales tax (for local transportation needs) and local government and school ballot 
measures to raise the “local match” required by these new state bonds.  How much is too 
much? 

2. If the Legislature and voters approve a constitutional limit on bond-debt of six percent, 
as proposed by the Governor, how does the state respond to new challenges and needs 
during the next ten years?  Expect endless legislative tinkering with the working of this 
proposal (if they approve it at all). 

3. What are these new “public-private partnerships” being proposed to fund infrastructure? 
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4. Will the interests excluded from these bonds (e.g., hospitals, environmental concerns, 
housing and healthcare generally) stop presenting their own ballot measures, and special 
taxes, to the voters?  Obviously, the answer is no, but what happens when the total 
approved by the voters does exceed the proposed bond-debt limit? 



5. What happens to the bond package if the Legislature (or voters) just say no to any fees or 
charges needed to finance bonds?  Will the Governor oppose bonds unless they are paid 
for?  We bet not, but stay tuned and see. 

6. Will the Legislature and Governor really set aside General Fund money to pay for the 
increased debt service?  If so, from what programs will they take money to pay the debt 
payments? 

 
 
It is far too early to figure out just what all of this means.  At a minimum, the Governor has 
achieved his goal of stating a major policy initiative, while claiming “no new taxes” are involved.  
In a re-election year, this is probably a better platform for him to run than the message of 2004 and 
2005.  We will stay in touch. 
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The California Budget Report is produced by Phil Isenberg and Maureen O’Haren of  
ISENBERG/O’HAREN. Questions, comments and requests to be added to the mailing list should be 
directed to Phil at phil@isenberg-oharen.com or Maureen at maureen@isenberg-oharen.com 


