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STATE IT BUDGET SURVEY SUMMARY

Introduction

The National Association of State Technology
Directors (NASTD) consists of information tech-
nology (IT) directors and professionals who imple-
ment the strategies and policy directives set by
state chief information officers. The NASTD Exec-
utive Board charged its Research Committee to
survey the states on their central IT agency spend-
ing, expectations for future spending and how they
are managing operations towards realizing optimi-
zation and efficiencies in serving state constituents
and agencies.

Methodology

NASTD distributed an internet survey to 50 state
central IT authorities in May 2026. Thirty-nine
states and one United States territory responded
to the survey: Alabama, Alaska, Arizona, Arkan-
sas, Colorado, Connecticut, Delaware, Georgia,
lllinois, lowa, Kansas, Kentucky, Maine, Massachu-
setts, Michigan, Minnesota, Mississippi, Missouri,
Montana, Nebraska, Nevada, New Jersey, North
Carolina, North Dakota, Ohio, Pennsylvania,
Rhode Island, South Carolina, South Dakota,
Tennessee, Texas, Utah, Vermont, Virgin Islands,
Virginia, Washington, West Virginia, Wisconsin and
Wyoming.

Survey Findings

The survey results show that nearly two-thirds of
respondents reported increased spending by
central IT agencies in the pastfiscal year. Respon-
dents mentioned targeted appropriations for
cybersecurity, as well as rising costs for cloud
services, software licensing and enterprise tech-
nology platforms. Expectations for spending in

the new fiscal year are lower. Half of respondents
report budgetincreases, butthe rest expectflator
reduced spending.

Fifty-six percent(56%) of respondents believe their
central IT agency is viewed as some variation of a
strategic enabler for achieving cost savings and
operational efficiency. Yet 28% believe their agen-
cies are a cost center while the remaining 16% lean
in neither direction.

States are focusing on cost optimization and oper-
ational efficiency. Respondents reported legacy
system modernization, artificial intelligence (Al) or
machine learning adoption and cloud migration as
their top three optimization strategies currently in
place. Several states indicated all eleven strategies
listed were important and in use. Looking ahead,
survey respondents indicated application ratio-
nalization, Al or machine learning and automation
of manual processes as the top three optimization
strategies they are planning on pursuing.

Al continues to be a key area of investment, with
74% of the states indicating that Al is being piloted
or selectively deployed. The remaining states are
evenly split, with 13% using Al as a primary driver
in efficiency efforts and 13% exploring Al but not
deployingityet. One respondent commented that
the state is emphasizing “responsible Al adoption
through governance, risk management, workforce
training and the identification of high-value use
cases that can improve outcomes while reducing
costs and administrative burden”.

The states identified shared and consolidated plat-
forms, cloud computing and cloud-native archi-
tecture and Al and machine learning as the top
three emerging technologies that could help their
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states manage their IT spend. One respondent
commented, “The best measure for keeping costs
low is competition; states must be willing to test the
waters and hold incumbent solutions accountable.”

Improving service delivery remains a priority.
Respondents identified process automation, Al-as-
sisted service delivery and infrastructure modern-
ization as the states’ top three opportunities for
improved service delivery.

The top three state approaches to balancing short-
term budget constraints with long-term modern-
ization needs are: leveraging shared services,
prioritizing quick-win, low-cost improvements
and breaking large modernization projects into
smaller, budget-friendly increments. One state

“By leveraging shared services, cloud technologies, central-

ized cybersecurity, and Al-driven capabilities, the state is
streamlining operations and modernizing service delivery.
This approach improves citizen experiences, increases orga-
nizational efficiency and reduces technology expenditures.”

“We are focusing on
designating key |IT
services as 'enterprise
services, 'which then
requires the use of that
service instead of allow-
ing duplicative services
to be stood up.”

“Continue with our con-
solidated approach-
es and utilize existing
services first.”

found, “breaking larger modernization initiatives
into small increments” has shown clear evidence
that“smallerincrements are far more likely to lead
to a successful outcome.”

Inflationary cost increases remain a challenge.
Most states report absorbing costincreases within
existing budgets while they renegotiate vendor
contracts and leverage cooperative purchas-
ing agreements. Some states have deferred or
canceled projects to manage financial constraints.

The survey asked the respondents to detail what
strategies the states are using to optimize service
delivery while achieving cost savings. A sampling
of the comments:

“We have a specific ini-
tiative to drive efficien-
cies and identify cost
savings in IT spend
through a systematic

review and identifica-
tion of opportunities for
standardization, con-
solidation, optimization
and renegotiation.”

“Re-evaluating exist-
ing projects and look-
ing at how soon to be

“Focusing on outcomes,
investing in human-cen-
tered design to help
ensure we are solving
the right problems for
the right users.”

“Redefining our ser-
vice delivery model and
focusing on 'total cost of
ownership' and rolling
all costs for providing
the service/capability
into one package - con-
sisting of all services and
consumption costs.”

released RFPs for enter-
prise services can bring
new technologies and
improve services.”
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Summary

State IT operations are managing rising costs, tight-
ening budgets and increasing expectations for
digital services. Success will depend on balancing
innovation with fiscal discipline, leveraging enter-
prise-scale efficiencies and strategically investing
in technologies that deliver measurable value.

State IT Budget Survey Summary | 2026 Results
NATIONAL ASSOCIATION OF STATE TECHNOLOGY DIRECTORS

Acknowledgements

NASTD thanks the following for their contributions
to this project:

PAUL CZARNECKI
communications and research manager
National Association of State Technology Directors

CRAIG FELCHLE
chief technology officer
state of North Dakota

JOHN HOFFMAN
chief technology officer
state of Texas

BRIAN KREKLAU
chief technology officer
state of Wisconsin

MICHELLE VAUGHN
assistant secretary of strategy and planning
commonwealth of Massachusetts

MEREDITH WARD
deputy executive director
National Association of State Chief Information Officers

WHITNEY WILGUS
executive director
National Association of State Technology Directors




Has your state's central IT agency spend changed compared to the
previous fiscal year?

Stayed the same
Yes, decreased . 13%

What does your state's IT agency anticipate for next fiscal year's spend?

Uncertain 49%

Stayed the same 26%

Decrease 20%

5%

Increase

To what extent do you believe the central IT agency in your state is seen
primarily as a cost center or as a strategic enabler for achieving cost
savings and operational efficiency?

Strongly a
cost center

Somewhat a
cost center

18%

1%

Somewhat an
enabler

41%

Strongly an
enabler

Neutral/ 15%
neither

15%
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Which of the following optimization strategies is your state currently
pursuing? (Select top three)

Legacy system B
modernization 64%

Al or machine

0
learning adoption MN%
Cloud migratign/ 36%

expansion
.IT shared servi(?es 339%
with other agencies
Automation of 26%
manual processes
Application
rationalization/ 21%

consolidation

Revisting multi-
9 21%
year contracts

Digital identity

Shifting from

O,
CapExto OpEx 15%

Data center
consolidation

10%

Workforce cross-

o
training/upskilling 8%

Not using optimiza-
NG Optimiz 0%
tion strategies
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Which of the following optimization strategies is your state planning to
pursue? (Select top three)

Application
rationalization/ 44%
consolidation

| AI or mach.ine 41%
earning adoption

Autlornation of 38%
manual processes

Cloud migratign/ 31%
expansion

Revisting multi-
9 28%
year contracts

t V\(orkforce cross- 26%
raining/upskilling

Legacy system 5
modernization 23%

Shifting from c
CapExto OpEx 18%
Digital identity 18%

Data center S
consolidation . 13%
IT shared services with
. 10%
other agencies

Not planning on
using optimization 0%
strategies
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Is artificial intelligence (Al) playing a role in your state's
efficiency efforts?

Minor
Al Is being explored but not
yet deployed
74%
Central Moderate
Al is a primary driver Al Is being

piloted or
selectively
deployed

Which emerging technologies offer the most promise for helping your
state manage its IT spend? (select top three)

Cloud computing
architecture
Shared and consoli- &

Al and machine
learning

IT asset management S

Low code, no code

4%

development 31%
platforms
Robotic process
proce 3%
automation
We don't see any at
any 3%
this time
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Does your state see opportunities for improved service delivery?
If so, where? (select top three)

Process automation 54%

Al-assisted service 54%
delivery

Infrastructure
S 51%
modernization

Cloud optimization 36%

Interagencg/ dgta 36%
sharing

Workforce
productivity tools

33%

Vendor/contract
consolidation

No opportunities
for service delivery 0%
improvement
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How is your state balancing short-term budget challenges with longterm

modernization needs? (select top three)
44)

Leveraging shared services Prioritizing quick-win, low-cost Breaking large modernization
and inter-agency consolidation improvements (e.g., process initiatives into smaller, budget-
to reduce redundant costs automation, SaaS migrations) friendly increments

28%
Partnering with vendors Keeping legacy systems Securing multi-year capital
through outcome-based operational until additional funding or federal grants for
or as-a-service contract funding is available modernization

models

0%

We see no budget
challenges at this time
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How has your state managed inflationary cost increases? (select top three)

Absorbed
costincreases

77%

Renegotiated @
vendor contracts 59%
Leveraged coopera-
tive purchasing agree-
ments (e.g., NASPO
ValuePoint)

46%

Deferred or
cancelled projects

38%

Supplemental

o,
budget request 38%

Have not seen
increases

0%
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