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There are currently 28 programs defined in R.S. 39:2 as Incentive Expenditures. Some of these are quite small or even
largely inactive, while some are quite large and active, involving numerous participants, eligible economic activities, and
various ways of realizing program benefits. The bill calls for a comprehensive analysis of each of these programs on an
annual basis. While the Department of Revenue (LDR) has some capacity for this analysis, return on investment analysis can
be complex and time consuming, and the bill calls for a “comprehensive” analysis, implying the inclusion of cost effects and
even macro-economic effects. Substantial time of any existing personnel could be required to complete these analyses,
warranting additional personnel to avoid foregoing other activities. Associated costs of an Economist 1 position could
approximate $110,000 per year (midpoint of salary range plus related benefits, 2% growth assumed).

This in-house cost may be adequate, but the extensiveness of the analysis and the requirement to complete the analyses
each year by October 15, may also require outside professional services; typically in the range of $25,000 - $50,000 per
analysis. Concepts of return on investment will have to be developed along with an analytical plan to insure comparable
analysis since the bill requires a ranking of the programs. In addition, historical program participation data will have to be
obtained from administering agencies, and updated annually. Economic and fiscal benefits would then be compared to
program fiscal costs, inclusive of opportunity costs and the balanced budget requirement of the public resources paid out by
the programs. While this might be fairly simple for the small and infrequently utilized programs, analysis for the larger
frequently used programs would be more extensive and costly.

The bill requires the Department of Revenue to provide annual comprehensive return on investment analysis for all incentive
expenditures defined in R.S. 39:2 (currently 28 programs). Results are to be reported by October 15 of each year, and shall
rank the programs by return on investment. The commissioner of administration is to make one or more of several
recommendations provided in the bill to the Joint Legislative Committee on the Budget regarding each program.
Recommendations are not to impair any executed contracts with program participants. Effective upon governor's signature.

The bill provides for a number of possible recommendations that can be made regarding the affected programs,
implementation of which could possibly reduce program costs or enhance the effectiveness of the programs within a given
cost. The costs of these programs are realized against the state fisc through net state tax collections, and any such revenue
effects that might result are speculative.
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Provides for annual incentive expenditure program analysis. (Item #21) (gov sig)
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