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Op#ons	  for	  ongoing	  evalua#on	  of	  
economic	  development	  tax	  incen#ves	  





	  All	  tax	  incen,ves	  
will	  receive	  review	  
according	  to	  a	  
strategic	  schedule.	  
	  

	  Rigorous	  
evalua,on	  will	  
determine	  the	  
benefits	  and	  costs.	  
	  

	  Evalua,ons	  will	  
draw	  clear	  
conclusions	  based	  
on	  measurable	  
goals.	  
	  

	  
	  Evalua,ons	  will	  
inform	  policy	  
choices.	  
	  

Four	  Principles	  to	  Ensure	  Effec,ve	  Tax	  Incen,ves	  



	  All	  tax	  incen,ves	  will	  receive	  review	  according	  
to	  a	  strategic	  schedule.	  
	  

Decision	  point:	  How	  oNen	  should	  tax	  incen,ves	  be	  reviewed?	  



Ten	  states	  have	  scheduled	  ongoing	  
review	  of	  tax	  incen,ves	  
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	  All	  tax	  incen,ves	  will	  receive	  review	  according	  
to	  a	  strategic	  schedule.	  
	  

Decision	  point:	  How	  is	  the	  schedule	  determined?	  

Some	  ideas:	  

•  Ensure	  evalua,ons	  are	  ready	  in	  ,me	  for	  budget	  and	  policy	  
decisions	  

	  
•  Consider	  grouping	  tax	  incen,ves	  with	  similar	  goals	  together.	  
	  
•  Flexibility	  



	  All	  tax	  incen,ves	  will	  receive	  review	  according	  
to	  a	  strategic	  schedule.	  
	  

Decision	  point:	  What	  factors	  should	  be	  used	  to	  determine	  the	  type	  of	  
analysis	  needed	  for	  each	  tax	  expenditure?	  
	  



Expedited	  review,	  
WA	  Dept.	  of	  Revenue	  



Full	  review,	  
Washington	  Joint	  Legisla#ve	  
Audit	  &	  Review	  CommiFee	  



•  Is	  the	  tax	  expenditure	  mee,ng	  the	  state’s	  goals?	  
	  
•  How	  could	  it	  be	  improved?	  
	  

	  Evalua,ons	  will	  draw	  clear	  conclusions	  based	  on	  
measurable	  goals.	  
	  

What,	  exactly,	  are	  the	  state’s	  goals?	  



The	  super	  credit	  for	  substan,ally	  increased	  research	  &	  	  
Development:	  
	  
•  “Provides	  an	  incen,ve	  for	  businesses	  to	  substan,ally	  increase	  

investment	  in	  research	  and	  development	  	  in	  Maine.”	  

	  Evalua,ons	  will	  draw	  clear	  conclusions	  based	  on	  
measurable	  goals.	  
	   What does 

substantially 
mean? 

How do we 
measure 
investment? 

How do we know if 
it’s incentivizing or 
rewarding? 

What is a good 
ROI for the state’s 
investment?  

In this the final 
desired outcome or 
means to an end? 



Decision	  point:	  How	  will	  the	  metrics	  used	  in	  the	  evalua,on	  be	  
determined?	  
	  

	  Evalua,ons	  will	  draw	  clear	  conclusions	  based	  on	  
measurable	  goals.	  
	  

Some	  ideas:	  
•  Require	  legisla,ve	  guidance	  for	  new,	  expanded,	  or	  extended	  tax	  

incen,ves	  
	  
•  DC	  Tax	  Transparency	  and	  Effec,veness	  Act	  of	  2013	  
	  
•  Comparison	  approach	  



	  Rigorous	  evalua,on	  will	  determine	  the	  
benefits	  and	  costs.	  
	  

ECONOMIC	  DEVELOPMENT	  TAX	  INCENTIVES:	  
	  

Excep&ons	  to	  regular	  tax	  rules	  designed	  to	  achieve	  an	  economic	  
goal	  by	  encouraging	  businesses	  to	  do	  something	  that	  they	  
otherwise	  would	  not	  have	  done.	  	  

What	  is	  meant	  by	  rigorous	  evalua,on	  depends	  on	  the	  type	  of	  tax	  
incen,ve.	  
	  



	  Rigorous	  evalua,on	  will	  determine	  the	  
benefits	  and	  costs.	  
	  

•  To	  what	  extent	  did	  the	  incen,ve	  affect	  business’	  choices?	  
	  
•  How	  were	  exis,ng	  businesses	  affected	  by	  the	  incen,ves?	  

•  Did	  the	  benefits	  outweigh	  the	  nega,ve	  effects	  of	  paying	  for	  it?	  



	  Rigorous	  evalua,on	  will	  determine	  the	  
benefits	  and	  costs.	  
	  

Decision	  points:	  
	  
•  Who	  will	  provide	  the	  analysis?	  

•  How	  can	  the	  necessary	  data	  be	  collected	  and	  made	  available?	  

•  What	  methodologies	  will	  be	  used?	  
	  



	  
	  Evalua,ons	  will	  inform	  policy	  choices.	  
	  

Decision	  point:	  How	  can	  the	  evalua,ons	  be	  best	  connected	  to	  policy	  
decision-‐making?	  
	  
Some	  ideas:	  
•  Oregon’s	  sunset	  approach	  
	  
•  Legisla,ve	  hearings,	  e.g.	  Washington,	  Iowa,	  and	  Arizona	  
	  



pewtrusts.org/taxincen,ves	  
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