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What do you mean, “tax incentive evaluation”?

* Analysis of the overall performance of a tax incentive program
* Not individual company deals

* Whether the program is making progress toward its goals
» High quality evaluations include:
* Adescription of the incentive, its history, and goals

* An assessment of the program’s design and administration
« Estimates of the expenditure’s economic and fiscal impacts
* Policy recommendations




Why should states evaluate tax incentives?

* |dentify programs that are working well, so that the state can
invest in them with confidence

* Make subtle changes to incentives to increase their return on
investment

« Repeal or replace ineffective or obsolete incentives

* Analyze whether incentives are serving the needs of
beneficiaries

« Have a more constructive conversation about incentives




The changing landscape of incentive evaluation
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Tax Expenditure Evaluation in Colorado




Colorado’s Evaluation Process

- 2016-SB 203

» Passed unanimously by Colorado

General Assembly; signed into law on
June 6,2016




Colorado’s Evaluation Process

 Who evaluates:
» Office of the State Auditor (OSA)

- Evaluation scope and schedule:
« Tax expenditures, not just economic development

* Schedule determined by OSA
* New expenditures reviewed within first 3 years

« Connection to policymaking:
* Legislative Oversight Committee Concerning Tax Policy




Targeting Distressed Areas with Place-Based
Economic Development Tools




Historically, place-based economic
development programs have struggled

* Governments have committed tens of billions of
dollars to programs such as TIF, enterprise
zones, and opportunity zones

« Often, programs end up benefitting wealthier

locations instead of distressed areas How States Can
- Even when intended places receive investment, Direct Economic
residents may not be better off Development to Places
and People in Need

Strategies to strengthen place-based programs, better support distressed areas
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Key questions

*  What's the right measure of distress?

*  What's the right geographic area?
*  What’s the right timeframe?
*  Who benefits?




What's the right measure of distress?

* Avoid vague or subjective criteria

- Governments can rely on a range of economic, demographic, and social
indicators

« Quantitative measures should be selected carefully and should reflect the
goals of the program

« Characteristics of the resident population may not be helpful measures in
commercial or industrial areas




What'’s the right geographic area?
«  Programs are directed to a range of areas (neighborhoods, census tracts,

municipalities, counties, metro areas, commuting zones)

« Attempting to target job creation in small areas may be difficult or
unnecessary

« Businesses tend to locate in the least-distressed eligible areas, need to pay
attention to where programs are used (not just where they’re available)




What's the right timeframe?

* Many programs do not update targeting frequently

« Changes in distress levels happen most quickly in small areas such as
neighborhoods

*  For small areas, timely data may be less reliable




Who benefits?

« Helping a place does not guarantee low-income residents will be better off

* Residents may face barriers to filling created jobs: training, transportation,
child care, etc.

* Theindustries in which jobs are created matters

« Strategies must be tailored to local needs




Recommendations for improving the targeting of place-
based programs

* Target programs using quantitative measures
« Systematically assess geographic targeting
« Regularly update the set of eligible locations

« Tailor economic development strategies to local needs

* Create job opportunities for low-income residents




Evaluations and Place-based Targeting in Colorado

* Enterprise Zone Evaluation

* Provided a minor incentive for businesses but that much of this activity
would have still occurred absent the credit

* Provided modest increase in job opportunities but most went to employees
who live outside of the enterprise zones

* Credit for hiring new employees relatively small compared to the labor costs

 Recommend implementing performance measures and more specific
targeting
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