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The Rising Cost of BETR 
 

     Buried on pages 441-445 of the omnibus budget bill, enacted in June, 1995 as Public Law 368 
by the 117th Maine Legislature, the Business and Equipment Tax Reimbursement Program 
(BETR) as we know it today (MRSA tit. 36, §§ 6651-6660) began modestly and with little 
fanfare. It was intended to encourage,  “...the growth of capital investment in this state.” This was 
deemed to be in the “public interest.”  The legislation allows almost all capital investment (there 
are a handful of statutory exemptions) occurring after April 1, 1995 to be eligible for state 
reimbursement (for up to twelve years) of the business and equipment taxes paid by the investing 
corporation to the municipality in which it is located.   
 
     Given the start-up date, no funds were needed or appropriated for FY 95; and because initial 
funding for the BETR reimbursement program was to be drawn from the unspent portions of 
residential tax relief programs (from which unspent funds had to be certified as available by the 
State Controller) no reimbursements were made in FY 96. The certification was provided in July 
1997, and the first funds for reimbursement, approximately  $2.6 m, were now in hand; an 
additional appropriation of $2.1 m was authorized by the legislature; thus, in FY 97 a total 
reimbursement under the BETR program of $4.7 m was actually made. But by FY 97 there were 
already ominous signs that BETR was a bigger corporate tax reimbursement program than 
anyone had imagined. Reimbursement claims totaling $10.3 m for that year had been filed, and 
as the Governor and the state’s development people beat the drum for economic growth, more 
claims for BETR reimbursement were being filed every day by corporations large and small. 
 
     According to the Maine Legislature’s Office of Fiscal and Program Review, for FY 98 an 
additional $23.7 m in claims were filed. More importantly, from the standpoint of real outlays, 
$19 m in actual BETR reimbursements were made in FY 98.  But the rapid (some would say 
runaway) acceleration of the BETR program was just beginning. In FY 99, $34.7 m in BETR 
claims were filed, and $30.7 m in actual reimbursements were made. Thus, in only three years, 
the Maine legislature has already given a total of $54.7 m of general tax revenues to a cross-
section of Maine corporations under the BETR program. This has been done in the name of 
economic development. 



 

 
     But it’s not over yet. Drawing on data and projections provided by the Office of Fiscal and 
Program Review (projections that have consistently understated the rate of growth of the BETR 
reimbursement program) the 119th Legislature has appropriated $41.5 m for FY 2000 BETR 
reimbursements, and $48 m for FY 2001. These appropriations have been signed into law by the 
Governor. The Governor’s supplemental budget proposal currently pending in the legislature 
seeks an additional $3.6 m for FY 2001. In sum, the first five years of the BETR program will 
have cost Maine taxpayers approximately $148 m. Projected BETR expenditures for the next five 
years (FY 2002 – FY 2006 inclusive) total another $375 m, and by FY 2008, the Program 
Review Office estimates we will be spending $100 m a year (and more beyond this date) on 
BETR.    
 
     When one considers other spending needs that exist in Maine, this is an extraordinary level of 
spending for industrial development. Bear in mind,  whether called a reimbursement or a tax 
expenditure, we are talking about real dollars; dollars spent in this manner cannot be spent to 
meet other state needs. Moreover, these expenditures are a subsidy to the receiving corporation; 
some would call these payments little more than corporate welfare. 
 
     But call them what you will, the record to date makes clear that all of  these monies (over one-
half billion dollars in ten years) have been, or will be paid to a relatively small number of Maine 
corporations. Who they are and what they respectively receive is really quite incredible.    
 
Who Gets How Much Under BETR 
 
     All of the data that follow are derived from a  compilation of BETR refunds prepared by the 
Bureau of Revenue Services, a unit of the State Department of Taxation. It covers nineteen 
months of actual experience – 3/1/98 to 9/30/99. During this period approximately $44.5 m in 
BETR payments (more than 81% of total BETR outlays to date) were made to some 1,223 Maine 
corporations. The top twenty firms in the compilation received over $31 m (about 70% of the 
$44.5 m in the compilation total). 
 
  Obviously these are some of the largest corporations in Maine and the nation; many are part of 
multi-national corporate structures and/or are among Fortune Magazine’s listing of the 500 
leading and largest corporate enterprises in America. Almost all of these firms are profitable; 
they are stable; most have been in Maine for a long time; all are in Maine for solid business 
reasons.  In short, these corporations do not need (but they will certainly push for and accept) the 
subsidy that BETR refunds represent. 
 
 



 

 
Top BETR Recipients 3/98 thru 9/99 
 
1.  National Semiconductor Corp.              $8,532,366 
2.  International Paper Co.                              4,621,612 
3.  Fraser Paper Inc.                                      2,251,748 
4.  S.D. Warren Co.                                       1,957,196 
5.  Tambrands Inc.                                         1,660,151 
6.  Fairchild Semiconductor Corp.                1,616,260 
7.  Mead Corp.                                                1,314,277 
8.  L.L. Bean Inc.                                           1,108,657 
9.  Georgia Pacific Corp.                                  980,941 
10. Champion International Corp.                   838,669 
11. UNUM Life Ins. Co.                                   801,734 
12. Interface Interior Fabrics Inc.                     749,690 
13. General Electric Co. & subsidiaries            736,404 
14. Hannaford Bros. Co & subsidiaries           705,063 
15. Fort James Operating Co.                          598,294 
16. Atmor Holding Inc.                                    590,748 
17. Great Northern Paper Inc.                          589,909 
18. Cascades Auburn Fiber Inc.                       539,400 
19. Great Spring Waters of America Inc.          514,140 
20. MBNA Marketing                                      447,978 
 
TOTAL                                                      $31,155,237 
 
 
  The next 200 firms in the list received approximately $11.7  m (about 26.3% of the $44.5 m 
compilation total). Space does not permit  naming each firm in this group and the exact refund 
amount received, but this information is in the public record and it is safe to say that many of the 
corporations in this group are also household  names – large, well known, national and Maine 
corporate entities. The largest reimbursement in this group of 200 exceeded $400,000; the 
smallest was approximately $11,400. 
 
     The remaining 1,002 firms in the compilation received in total only around $1.7 m in BETR 
refunds (about 3.8% of the $44.5 m compilation total). Most of these firms are not well known 
outside of the region and/or municipality in which they are located. The largest amount received 
by any firm in this group was a little over $11,000; the smallest amount received was $3.00.  164 
firms in this group received BETR refunds of less than $100. This stands in contrast to the huge 
refunds given to the top 20 receivers. 
 
     But beyond the skewed distribution of BETR refunds among the 1,223 firms now reached by 
BETR, it must be remembered that according to the Secretary of State’s office there are over 
36,000 for-profit corporations operating in Maine. In other words, most Maine corporations get 
nothing from the BETR program. Statistically, BETR presently reaches only about 3% of all 



 

Maine corporations. The top 220 BETR recipients represent only a little more than one-half of 
one percent of all Maine corporations; yet they took home the lion’s share of BETR refunds, 
more than $42.8 m (over 96% of all refunds in the compilation data). It is hard to understand why 
the corporations that get little or nothing under the BETR program are not outraged by this 
inequitable, unfair tax treatment. Why aren’t they demanding change? 
 
   And because the BETR program allows reimbursements for up to twelve years, the same 220 
firms noted above (with few exceptions) will continue to receive these huge refunds year in and 
year out for some time to come. And though the number of firms included in the BETR program 
can be expected to grow over time, few of these new BETR recipients (and few of those near the 
bottom of the present refund list) will move up dramatically on the reimbursement list. Only a 
firm with a dramatic growth (investment) spurt will move up on the list or crack the list near the 
top. That’s how the BETR law is written; it rewards existing large firms that have a large 
equipment inventory that is routinely modernized and upgraded over time. Small firms and/or 
firms that use little or no production equipment get little or nothing under BETR.  
 
   Moreover, the law as written has little (or nothing) to do with corporate need, the growth 
potential of small or mid-size firms, or employment levels of BETR recipients. It rewards large 
firms that can afford the capital investment in plant and equipment modernizations, and capital 
intensive firms. All other firms take what’s left or take nothing. Most Maine firms are, and will 
remain, in the latter group.    
 
Some Proposed Reforms 
 
     Based on the above data, facts, and reasoning, an argument can be made that the BETR Act 
should be repealed outright – give whatever explanation seems appropriate; it is too costly, too 
unfair, too unlikely to produce the tangible results hoped for – all of the above.  
 
     But if repeal is too embarrassing to those whose careers are tied to BETR, we should at least 
consider a range of reforms that will limit and fine tune this legislation.  The scope of this piece 
will not allow these reforms to be addressed in detail; nor is this listing of possible reforms 
intended to be exhaustive – other scholars and critics of BETR may see other changes that will 
improve this legislation. Nor is it necessary that all of these reform proposals be adopted. BETR 
will be significantly  improved if even a few are accepted. But if none of these reforms are put in 
place BETR will continue to be what it is now – a very costly and unfair subsidy to a handful of 
the wealthiest corporations in Maine.  
 
     In no essential order, the proposed reforms are as follows: 
 
1. Limit BETR to Real Growth in Capital Investment 
 
     The apparent underlying assumption in the enactment of BETR was that a growth in capital 
investment would give rise to employment gains and an enhanced state economy. But the Act is 
not written in a way that achieves or carries out these underlying premises and goals. The Act 
does not just reward a firm’s growth in capital (“eligible property”) investment – that is an 



 

increase over the particular firm’s past investment levels. The Act rewards any and all eligible 
property (capital) expenditures after a certain date without regard as to whether this represents a 
growth in the firm’s overall level of investment, a stable level of investment when measured 
against the past, or even a decline from past levels of investment.  
  
     In either of the last two settings the obvious intent of the legislature will almost certainly not 
be realized; there will be no net increase in capital formation and thus the likelihood of an 
enhanced economy or employment growth is small to nonexistent. Why then should firms 
investing in this manner qualify for BETR refunds? 
 
     The short answer is – they should not.  If BETR is retained, the Act should be amended to 
limit BETR refunds to firms giving rise to a net increase in that firm’s historic investment level – 
and then only the margin of increase should be eligible for a BETR refund. That seems to be 
what §6659, the legislative findings, originally intended. 
 
2.  Limit BETR to Employment Growth and/or Job Retention Settings 
 
   If the enactment of BETR, indeed of all legislation that provides tax subsidies to private 
corporations, is intended to spur economic development and thereby increase employment levels 
in the state, then the legislation needs to focus on this objective. Such legislation must make an 
individual firm’s receipt of a subsidy contingent upon that firm’s employment growth. At the 
very least, the firm must be able to show that levels of employment at the time the subsidy 
program was enacted have been maintained.  
 
     The BETR Act contains no provisions that will assure that the recipients of refunds will 
deliver these employment results. As the Act is written, the exact opposite (employment decline) 
is entirely possible without any loss of BETR refunds. In fact, a recent study published by the 
Maine Citizen Leadership Fund, covering the year 1998, indicated that of the ten firms in Maine 
that received the largest amounts in state and local governmental subsidy, six showed 
employment declines – in some cases significant declines. 
 
     Some hypothetical examples may illustrate how the suggested reform would work: A firm that 
increases its net capital (“eligible property”) investment over several years from a $5 m level to 
$10 m, thereby expanding output and increasing employment from 100 to 150 workers, would 
surely qualify for whatever BETR refund current legislation provided; a second firm with the 
same investment growth that used its capital investment to both automate its facilities (possibly 
reducing employment) while at the same time expanding its facilities (possibly increasing 
employment), but which did both tasks in a manner that stabilized employment for some time to 
come (100 workers before and after the investment) could also be deemed eligible for whatever 
BETR refunds current legislation provided.  
 
     But a third firm, again with the same investment growth, that used its capital investment 
largely to automate its facilities, thereby reducing employment from 100 to 50 workers, should 
not be eligible for BETR benefits. This investment strategy may make good business sense; there 
certainly is nothing in the law that can or should prevent this business decision. But the state 



 

should not be subsidizing employment reductions. That obviously was not the intent of the 
BETR legislation, and the Act (if retained) should be amended to allow benefits (at most) to 
firms in the first two hypothetical categories outlined above. 
 

3.  Limit BETR by the use of Some Type of CAP 
 
     Short of repealing BETR, there are any number of ways in which the rapid (and projected) 
growth in BETR spending could be reduced to more acceptable levels. All of these mechanisms 
are generally referred to as CAPS. For example, the state could allocate a fixed amount for BETR 
reimbursement each year: $10, $15, $25 m; all eligible BETR recipients for that year would 
receive a prorated portion of the amount theoretically due, so as not to exceed the total annual 
appropriation for that year.  
 
     A second way in which a CAP could be used would limit the amount of reimbursement any 
one firm could receive in a given year; set the level where you will, $.5, $1, $3 m. This approach 
could be made more sophisticated by raising or lowering a firm’s annual reimbursement limit on 
the basis of the amount of growth in its net capital investment, or on the basis of the employment 
growth generated by that investment, or both.  
 
     A third approach to CAP could limit BETR refunds to a set amount per year, per job created 
(or retained); again, pick whatever amount seems cost-effective: $15,000, $20,000, $40,000 in 
BETR refund per job.   
 
     But some upper limit seems needed. The study cited above by the Maine Citizen Leadership 
Fund indicated that some of the jobs created in Maine by recent governmental subsidies cost in 
excess of $135,000 per job. That seems way out of line. 
 
4. Limit BETR to Firms That Can Show an Economic Need 
 
     Many forms of governmental assistance are predicated on need. There is no reason, 
particularly in a relatively poor state like Maine, not to take the economic circumstances (needs) 
of the corporate applicant for BETR into account in determining eligibility. The details of a 
“needs” criteria are certainly capable of being worked out by appropriate legislative committees, 
but the rationale for such a factor seems clear. A firm that may have some upside potential but 
has limited access to conventional money markets on reasonable terms – or that has not yet 
shown a profit or shown several years of only marginal profitability – or that is facing closure or 
is being reorganized to forestall closure, is a more suitable candidate for business and industrial 
(tax incentive) governmental subsidies than firms at the other end of the economic spectrum.  
 
     This latter group of firms, i.e., firms of great wealth (often cash on hand) – firms with 
considerable borrowing power – firms with stable, or steady growth in, employment levels – 
firms with high rates of annual profit, should not be able to finance further expansion or fatten 
profit margins by extorting governmental subsidies (BETR or any other type) which ultimately 
must be paid for by Maine taxpayers. These firms can finance their own expansions. They should 
be given every opportunity to do so without taxpayer money. That’s what free enterprise is all 
about. We certainly take welfare mothers off  the rolls when their circumstances improve – when 
their need no longer exists. Corporations should fare no better. 
 



 

5.  Limit BETR by Reducing the Number of Years Reimbursements May be Claimed 
 
     Actual (and projected) increases in the level of BETR expenditures is as great as it is because 
each year’s eligible capital investment by every firm making such an investment may seek 
reimbursement for a very long time. As the §6651 statute says: “eligible property is subject to 
reimbursement pursuant to this chapter for up to 12 years...” There is no apparent rationale for 
the legislative choice of “12 years.” This is a longer time period than the useful life and/or the 
depreciable life of many “eligible” properties. It is a time period the data suggests we can not 
afford.   
     Significant savings in BETR disbursements could be realized by shortening this period: 3, 5, 7 
years does not seem unreasonable. Amendments to BETR along these lines should be considered. 
 
6.  Limit Firms to a Single Choice or Form of Governmental Subsidy 
 
   Even if one accepts the proposition that governmental industrial development assistance to 
private corporations is a good thing – that it is necessary for job growth and essential to enable 
Maine to compete with other states, it does not follow that the benefited corporations should be 
able to pyramid assistance programs in a way that multiplies the total benefit they receive and 
masks (to legislators and the public) the true level of governmental subsidy being given to these 
corporations. This practice is referred to as “double-dipping”; in fact, some corporations have 
used three or more legislatively created vehicles that enable cash subsidies to be given.    
 
     One way to limit the growth in BETR outlays would be to amend the present legislation to bar 
firms that utilize this program (or that benefit over a certain cut-off level) from participating in 
any other subsidy program (tax increment financing [TIF], for example). Firms could choose the 
subsidy program that offered them the greatest long-term advantage, but we would essentially be 
saying: one-bite is enough. Given the fact that one corporation will receive over $50 m from this 
one program, this does not seem to be an unreasonable change in present law. 
 
7.  Limit BETR to Assist Only Small Firms 
 
     The Governor’s office and state economic development officials have often said that the key 
to long-term economic growth and job growth in Maine lies in facilitating the needs and growth 
potential of our small and mid-size firms. These are the firms that have given us the most 
employment growth over the last 10 years. They are most likely to be the key to job growth over 
the next ten years. Given this truth, BETR in its present form has it exactly backwards. As noted 
above, most small and mid-size firms get nothing. Of the 1,223 firms presently sharing in BETR 
benefits, small and mid-size firms receive relatively token amounts. Big corporations operating 
in Maine get most of the benefits – and they do not produce the jobs.  
 
     Amendments to the present legislation that would target and focus on small and mid-size 
firms and that would limit (CAP, see recommendation #3, above) the amount of BETR benefits 
that could be received by larger corporations, would not only reduce overall BETR outlays to 
levels we could more nearly afford, but would direct the money that is spent to those firms more 
likely to achieve the job goals of the legislation.    
 
8.  Limit BETR to High Unemployment and/or Under-employment Areas 
 



     If stimulating capital formation and thus job growth is our real goal, then focusing our 
industrial development incentives on those areas of the state where unemployment and under-
employment are high makes sense. Such areas suggest both a need and the availability of a pool 
of labor that would more readily respond to new investment. Past federal and state programs have 
often focused on  geographic areas of more acute need given the purposes and goals of the 
particular program (urban renewal and model cities come to mind). It is a legally permissible 
strategy. It is a strategy that recognizes the scarcity of state budgetary resources and the apparent 
need to reduce BETR outlays, but in a way that directs the achievement of the Act’s goals where 
that achievement is most needed.

  
9.  Repeal the Business and Equipment Tax 

 

     If, as the §6659 legislative findings suggest, the “... high cost of owning qualified business 
property in Maine is a disincentive to the growth of capital investment...” and thus, is a deterrent 
to economic and job growth, then perhaps we should eliminate one of those costs – the business 
and equipment tax – altogether. Instead of the selective and skewed BETR reimbursement 
mechanism we now have – a mechanism that presently reaches only 3% of Maine’s corporations 
– we could reach all 36,000 corporations in a stroke by giving them all the benefit that is now 
received by only a few. By this we remove the legislatively recognized  “disincentive” to growth 
for all Maine corporations. 
 
Local government might worry about its revenue loss. But the state has already budgeted $48 m 
for BETR payments in FY 2001, and is prepared to spend $100 m by FY 2008 (expenditures 
that would not be needed if business and equipment taxes were repealed) so it could readily 
make up these losses by increasing the state’s share of sales and income taxes distributed to 
municipal governments, or by any other revenue sharing mechanism it chose to enact. If we’re 
worried that such a step would relieve corporations of too large a portion of their fair share of 
the overall tax burden, the legislature could appropriately adjust the state’s corporate income tax 
structure.   
 
Conclusion 
 
BETR as it presently exists is a runaway train. Its costs are far exceeding original expectations. 
Maine citizens cannot afford it and should not be burdened by its costs.  It is a shameless give-
away of scarce tax dollars to a handful of large corporations that least need (or deserve) these 
subsidies. The Act is so loosely written that it fails to focus upon and achieve its own stated 
goals. An array of remedial measures are at hand, others could be developed. In the name of 
common sense and tax fairness, some of these must be put in place – and soon.
 

 



 

 
 
 
 

 
 

Current Work of the Maine Economic Development Incentive Commission 

By Christopher St. John, Commission Member 
 
 The Economic Development Incentive Commission, established in 1998 by the Maine legislature,  reviews reports from 
companies receiving benefits from seven specific business assistance programs and from the four state agencies that administer 
these programs. The Commission is charged with:  
 
 • gathering information on and analyzing the effectiveness of the state’s economic development incentives relative 
to alternative public investment opportunities;  
 • assessing whether incentives are being used by employers to relocate employees outside the state or to encourage 
intercommunity competition, and whether wage and benefit standards should be applied to some or all of the programs which do not 
presently have such standards; 
 • reviewing and reporting every two years on the effect of incentive programs on job creation and their “rate of 
return”, and whether additional incentive programs should be subject to review and reporting requirements;  
 • making recommendations to the legislature for improving the purpose, award criteria, administration, 
accountability, and enforcement of incentive programs.  
 
 The Commission’s work to date has been focused on developing the reporting form for recipient companies, and 
encouraging the gathering and compilation of reports by the Department of Economic and Community Development, Maine 
Revenue Services, Department of Labor, and the Maine Quality Centers of the Technical College System. The Commission will be 
enlisting help from a team of University of Maine researchers in analyzing the data collected. The team is led by Professor Todd 
Gabe,  Department of Resource Economics and Policy.  
 
 The Commission has not yet reached consensus on any recommendations and is unlikely to do so during the current 
legislative session; however, its work has prompted the disclosure of a great deal more information on Maine’s current incentive 
programs. Approximately 155 companies are required to file reports and all but 24 have now done so after a series of 
communications including a certified letter of request from the Department of Economic and Community Development. 
 
 The information collected to date and the resulting heightened scrutiny of the programs has prompted many legislative 
proposals now pending. One would require that companies failing to file their reports would not receive a subsequent year’s benefit 
until they had filed a report for the previous year. Others require that companies receiving benefits would be required to meet 
standards for wages and health and pension benefits, environmental standards, and labor conditions standards.  
 
 At the same time, the legislature is also hearing calls for even more tax reductions for business, including a reduced tax on 
telecommunications equipment, and proposed reductions in corporate income taxes for at least the mutual fund industry and the 
paper industry.  
 
 The proposals made here by Professor Delogu are not currently being presented to the Taxation Committee or to the full 
legislature. However, there are numerous vehicles available should legislators decide to consider these proposals, not the least of 
which is the Governor’s budget request for an additional $3.6 million appropriation for BETR in FY 2001. 
 
 
 
 


