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Chairman Meyer, Vice Chair Thierry, Members of the Committee:

My name is Carine Martinez, and I represent the Texas Public Policy Foundation. Thank you for the opportunity to testify 
today. We are respectfully in opposition to HB 4242.

It is no secret that the Texas Public Policy Foundation favors the free market and hence stands in opposition to renewing 
Chapter 313. If the Legislature should decide to reauthorize this program though, HB 4242 has the merit of renewing it for 
only 4 years—until 2026, which is a more reasonable step than renewing for a longer period a program that has generated 
much criticism.

Indeed, the problems with Chapter 313 are many.

Do Business Incentives Actually Work?
The subject of economic development through targeted business incentives, in which select, often well-connected busi-
nesses receive special government treatments in the form of direct subsidies, tax breaks, or other special privileges has been 
well studied. The overwhelming conclusion is that, at best, these incentives do not work; at worst, they can be harmful.

Research on the importance of business incentives on a business’s location choice has shown that many other factors come 
into play, and incentives are rarely at the top of the list. A 2018 study of the research literature on the effects of state and 
local incentives, with a focus on “but for” percentages—how many businesses would not have chosen a location “but for” 
the incentives offered—estimated that at least 75% of businesses that received incentives in the U.S. would have located 
where they did without them.

Would They Have Come Without Chapter 313?
Research into Chapter 313’s role in a business’s decision to locate in Texas should be cause for concern.

A 2017 study of more than 80 Chapter 313 projects focused on the bargaining behavior between businesses applying for 
the abatements and the school districts granting them. Based notably on the percentage of a granted abatement businesses 
were willing to pay in supplemental payments to the school districts and on a survey of economic development experts, the 
author concluded that only about 15% of businesses that received such deals would have located elsewhere without them.

A 2016 article from Texas Observer that studied the program pointed to examples of businesses that did not initially 
acknowledge strongly enough that Chapter 313 was a determining factor for their application to be approved yet reapplied 
and were subsequently approved after changing their application.

One subject of concern that has drawn criticism over the years is the one of supplemental payments. Whether one argues 
that they are necessary to the school district or whether one complains that they reduce the actual tax—and hence Chapter 
313—benefits to applicants, the question one is tempted to ask is, then wasn’t the tax break too high to start with? In addi-
tion, it is hard to understand how Chapter 313 could be described as an economic development tool that brings invest-
ments and jobs to Texas yet allows school districts to simply waive the job requirement.

https://www.texaspolicy.com/let-markets-work-by-ending-chapter-313/
https://www.texaspolicy.com/let-markets-work-by-ending-chapter-313/
https://www.mercatus.org/publications/government-spending/economics-targeted-economic-development-subsidy
https://research.upjohn.org/up_workingpapers/289/
https://research.upjohn.org/up_workingpapers/289/
https://equitablegrowth.org/working-papers/exit-options-negotiations/
https://www.texasobserver.org/chapter-313-texas-tax-incentive/
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What About Chapter 313’s Transparency?
Chapter 313 does benefit from great transparency—and this should remain that way 
as long as the program lives. However, more can be done for taxpayers so as to give 
them access to the information and time they need to weigh in when their school 
district meets to approve a 313 agreement.

Chapter 313 Distorts the Market
Last but not least, government intervention distorts the market. The recent blackout 
episode has allowed us to see the cold reality of what consequences subsidies can 
have. Renewable energy projects, which, granted, benefit from subsidies at all gov-
ernment levels, have displaced domestic energy producers. Our Life:Powered team 
has also found that a disproportionately high share—about a third—of 313 renew-
able energy projects were going to foreign companies, including some affiliated with 
foreign governments. To be clear, the problem is not with foreign companies invest-
ing in Texas but with market-distorting government favoritism negatively impacting 
Texas businesses and Texans in general.

Recommendations
Let Chapter 313 expire. 
If the problem is property taxes that are too high, then we should fix the problem, 
which exists for every Texan, not try to calm a symptom for select and usually big 
corporate taxpayers. But many businesses move to Texas because of the relatively 
lower cost of doing business without a 313 agreement, which misses small busi-
nesses almost entirely and those businesses that do not move. Also, businesses 
which may not remain in operation for the long term receive long-term breaks.

If the Legislature decides to reauthorize Chapter 313, some improvements 
should be made:
• Require a 30-day public notice after the Comptroller’s certification and before a 

school district votes on the final agreement.
• Post more information with the public notice, similar to what was added to 

Chapter 312 in the 86th Legislature (Section 312.207), such as the name of the 
property owner and the name of the applicant for the tax abatement agreement, 
and the name and location of the reinvestment zone in which the property 
subject to the agreement is located. Adding a copy of the agreement with the 
notice would also be helpful to taxpayers who may not be used to navigating the 
Comptroller’s website.

• Strengthen the job requirement as it currently exists by repealing the provision 
that allows school districts to waive this requirement.

• Remove the projects currently eligible for the program that have proven 
to cause the most distorting effects on the market, sometimes with dire 
consequences.

Thank you for you time. I would be happy to answer any questions you may have.

https://files.texaspolicy.com/uploads/2021/04/05130634/SB-1255-Senate-Nat-Resources-Eco-Devo-Cmte.pdf
https://lifepowered.org/
https://statutes.capitol.texas.gov/Docs/TX/htm/TX.312.htm
https://lifepowered.org/federalist-yes-overreliance-on-wind-and-solar-helped-feed-texass-power-outages/
https://lifepowered.org/federalist-yes-overreliance-on-wind-and-solar-helped-feed-texass-power-outages/


April 26, 20221 Life:Powered

www.TexasPolicy.com  3

References
Ginn, V. & Martinez, C. (2021). Let markets work by ending chapter 313. 

Texas Public Policy Foundation. https://www.texaspolicy.com/
let-markets-work-by-ending-chapter-313/ 

Mitchell, M. D., Farren, M. D., Horpedahl J., & Gonzalez, O. (2019). The economics 
of a targeted economic development subsidy. Mercatus Center, George Mason 
University. https://www.mercatus.org/publications/government-spending/
economics-targeted-economic-development-subsidy 

Bartik, T. J. (2018). "But for" percentages for economic development incentives: 
What percentage estimates are plausible based on the research literature? 
W.E. Upjohn Institute for Employment Research. https://research.upjohn.
org/up_workingpapers/289/ 

Jensen, N. (2017). Exit options in firm-government negotiations: An evaluation of 
the Texas chapter 313 program. Washington Center for Equitable Growth. 
https://equitablegrowth.org/working-papers/exit-options-negotiations/ 

Michels, P. (2016, March 15). Free lunch. Texas Observer. https://www.texasobserver.
org/chapter-313-texas-tax-incentive/ 

Bennett, B. (2021, March 25). SB 1255 – Testimony Before the Texas Senate Natural 
Resources & Economic Development Committee. Texas Public Policy 
Foundation. https://www.texaspolicy.com/senate-bill-1255-chapter-313/ 

DeVore, C. (2021, April 12). Yes, overreliance on wind and solar helped feed Texas’s 
power outages. The Federalist. https://thefederalist.com/2021/04/12/
yes-overreliance-on-wind-and-solar-helped-feed-texass-power-outages/ 

https://www.texaspolicy.com/let-markets-work-by-ending-chapter-313/
https://www.texaspolicy.com/let-markets-work-by-ending-chapter-313/
https://www.mercatus.org/publications/government-spending/economics-targeted-economic-development-subsidy
https://www.mercatus.org/publications/government-spending/economics-targeted-economic-development-subsidy
https://research.upjohn.org/up_workingpapers/289/
https://research.upjohn.org/up_workingpapers/289/
https://equitablegrowth.org/working-papers/exit-options-negotiations/
https://www.texasobserver.org/chapter-313-texas-tax-incentive/
https://www.texasobserver.org/chapter-313-texas-tax-incentive/
https://www.texaspolicy.com/senate-bill-1255-chapter-313/
https://thefederalist.com/2021/04/12/yes-overreliance-on-wind-and-solar-helped-feed-texass-power-outages/
https://thefederalist.com/2021/04/12/yes-overreliance-on-wind-and-solar-helped-feed-texass-power-outages/


901 Congress Avenue  |  Austin, Texas 78701  |  (512) 472-2700  |  www.TexasPolicy.com

About Texas Public Policy Foundation
The Texas Public Policy Foundation is a 501(c)3 nonprofit, nonpartisan research institute. The Foundation 
promotes and defends liberty, personal responsibility, and free enterprise in Texas and the nation by edu-
cating and affecting policymakers and the Texas public policy debate with academically sound research 
and outreach. 

Funded by thousands of individuals, foundations, and corporations, the Foundation does not accept gov-
ernment funds or contributions to influence the outcomes of its research.

The public is demanding a different direction for their government, and the Texas Public Policy Foundation 
is providing the ideas that enable policymakers to chart that new course. 
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