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Why evaluate tax incentives

Tax incentives are one of states’ primary economic 
development tools

Tax incentives collectively cost states billions of 
dollars a year

Evaluation is a proven way to improve the 
effectiveness of incentives

Evaluations can lead to a more constructive 
conversation about incentives
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Three steps to effective evaluation

Step 1: Make a plan

Step 2: Measure the impact

Step 3: Inform policy choices
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State tax incentive evaluation ratings
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Well-designed evaluation plans…

Include all major tax incentives

Task non-partisan professional 
staff with conducting the analyses

Set a strategic schedule
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High-quality evaluations include…

A description of the incentive, its history, and 
goals

An assessment of the incentive’s design and 
administration

An estimate of the incentive’s economic and 
fiscal impact

Policy recommendations
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Evaluation excerpt: Indiana
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Evaluation excerpt: Maryland
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Evaluation excerpt: Missouri
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Options to inform policy choices

Create new legislative committees

Utilize existing committee structure

Gubernatorial recommendations with 
legislative review

Sunsets
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With evaluations, states can…
Make subtle changes to incentives to 
increase their return on investment

Identify programs that are working well, so 
that the state can invest in them with 
confidence

Repeal or replace ineffective or obsolete 
incentives
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For additional questions or information, please contact:

Josh Goodman
jgoodman@pewtrusts.org

202-540-6386
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