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WEAK REVIEW:  
Tax Expenditure Review Committee should balance tax breaks against Ohio’s needs 

 
WENDY PATTON AND ZACH SCHILLER 
 
The state spends taxpayer revenues through the budget, but also through the tax code, in tax breaks, known as tax 

expenditures. Ohio’s lawmakers watch the budget carefully but just started to look at spending through the tax 

code this year. In this policy brief, Policy Matters Ohio examines the initial activities of the new Tax Expenditure 

Review Committee and finds that hearings have been far less rigorous than budget hearings. More scrutiny is 

needed.  

 

Tax expenditures lower tax liability for a person, business or other entity. They represent revenue forgone, or 

taxpayer dollars the state could take in but has decided not to. The Tax Expenditure Review Committee (TERC) will 

look at all of Ohio’s 129 tax breaks over eight years and are to recommend continuing, modifying or repealing 

each. This year they looked at 15 items, all sales tax exemptions, with a value of $5.5 billion in total. 

 

 
 

The TERC held three hearings on the items in Table 1. Unlike budget oversight committees, this committee was not 

funded, so it had no dedicated staff nor did it contract for legal, accounting or economic expertise. The 

Department of Taxation and the Legislative Service Commission (LSC) provided summary information on each item. 

Hearing notices invited stakeholders to provide testimony and address criteria for evaluation, including purpose, 

EXECUTIVE SUMMARY 
JUNE 2018 



 

 2  
WEAK REVIEW POLICYMATTERSOHIO.ORG 

need and effectiveness. Eight of the 15 items reviewed received no proponent testimony. The Committee wrapped 

up its oversight in three sessions of about an hour each.  

   

While the Committee complied with the law, its review has not yet provided to the public complete - or, in many 

cases, any - answers to the criteria suggested in the statute.  

There are good reasons to take a closer look. Tax expenditures represent an estimated $9 billion in annual 

revenues foregone by the state. Some have been on the books for 80 years. They have been widened by legislation 

over time. They grow faster than inflation. The National Council of State Legislatures (NCSL) found the neighboring 

states of Indiana, Kentucky, Michigan, Pennsylvania and West Virginia have narrower exemptions or tax items Ohio 

exempts in several categories reviewed this year. 

 

The committee’s 2018 report has not yet been released, but at this point, far more information is needed for it to 

make the decisions the statute calls for. After three hearings there is no information on the number of 

beneficiaries of each tax break, or the purpose of most, when both should be a precondition for a serious analysis 

of whether they remain necessary and effective. Scrutiny of budgetary spending is far more rigorous. To meet its 

mandate and provide careful oversight, TERC should operate like the Joint Medicaid Oversight Committee or the 

Joint Education Oversight Committee and be provided with the resources to do so. 

 

The committee should refuse to recommend continuing the 15 sales tax breaks examined to date before a more 

extensive investigation that would determine needed modifications. It should defer judgement on the eight tax 

expenditures which received no supporting testimony, at least until some explanation is provided for why these 

are needed. Most importantly, the committee should carefully evaluate each tax break against Ohio’s needs. Many 

witnesses asked the committee to do so. The state has cut funding for libraries and local governments and 

underfunded early childhood education, public transit and other services relative to need. Yet tax expenditures – 

which have every bit as much impact on the state budget – have continued to grow and proliferate.  

 

The TERC should evaluate those tax breaks that are broader than neighboring states for reduction, narrowing or 

addition of guardrails. For business tax breaks, it should define good corporate behavior, documenting how 

beneficiaries pay their workers and whether they fully comply with state law. The committee should consider 

adding guardrails to ensure recipients pay taxes, comply with state laws and provide information that allows for 

thorough review. 

 

The LSC estimated that counties and transit authorities lost nearly $1.1 billion in 2018 for the 15 sales-tax breaks. 

The committee should ask the Department of Taxation to break down the impact of each sales-tax exemption by 

county and transit agency. The report also includes recommendations on some of the specific tax breaks the 

committee examined.  

 

Beyond a review of specific tax expenditures, the Tax Expenditure Review Committee should look to cut back on 

tax breaks. As the tax counsel to the Ohio Manufacturers’ Association told the 2020 Tax Policy Commission two 

years ago, “To preserve the integrity of the broad tax base and ensure fairness, credits and exemptions should be 

reduced and discouraged.”  

http://www.ohiomfg.com/wp-content/uploads/TaxPolicyStudyCommissionSm.pdf
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