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Effective R&D Tax Credit Rates, 2006

State R&D Tax Incentives

Over the past 30 years, R&D tax credits offered by U.S. states have become widespread
and increasingly generous. As of 2006, 31 states provide a tax credit on general, company-
funded R&D.  The map below shows the variation in availability and generosity of R&D tax
credits among the states.  Specifically, it shows the level of effective R&D tax credit rates, where
“effective” refers to adjustments to the legislated credit rate that account for whether the credit
applies to total R&D or just incremental R&D above a base amount and for how the base amount
is computed.  There are clearly distinct regional and sectoral patterns.  R&D tax credit rates tend
to highest in the West, the Northeast, the Southeast, and the Northern Midwest.  They also tend
to be highest in states that have prominent high-tech industries, such as California,
Massachusetts, Texas, and New Jersey.

Source:  Wilson, Daniel J. “Beggar Thy Neighbor?  The In-State, Out-of-State, and Aggregate
Effects of R&D Tax Credits.”  Forthcoming, Review of Economics and Statistics.
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