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EXECUTIVE SUMMARY 

BACKGROUND 

AdvantageBC has initiated a process to identify new products and services to carry out its mandate to 
promote British Columbia as a favourable location for international business. 

To inform this strategic undertaking, AdvantageBC retained International Financial Consulting Ltd (IFCL) 
to identify and examine best practices in the use of tax incentives and/or other innovative mechanisms 
for business attraction, retention and growth, with a focus on sustainable, or green growth as a best 
practice principle. 

The approach taken for this assignment was to survey a selection of four jurisdictions outside BC 
(Connecticut, Luxembourg, New Zealand and Singapore) for the analysis of tax incentives, practices and 
other fiscal mechanisms utilized, to identify trends and best practices in the field relevant to 
AdvantageBC’s strategic review.  

Given the paramount importance of transparency as a principle tenet of any new program, this review 
particularly sought to identify the degree to which transparency was incorporated in the jurisdictions’ 
various incentive mechanisms - from program objectives, eligibility and approval criteria, and process 
considerations - to impact measurability and public reporting of results. 

Best Practice Principles for tax incentives:  The following summary of best practice principles for 
effective tax incentives is based on a survey of secondary research and analysis. These provide important 
context for the jurisdictional review and AdvantageBC’s strategic planning: 

• Impact-Focused Design: Fiscal incentives must be carefully designed to ensure they realize their
stated objectives and serve a useful purpose in generating social benefits that exceed the
associated social costs. This is especially relevant as incentives are often developed in
competition with other jurisdictions and in a political context.

• Good Governance: This requires the government’s decision-making process, its policies, and
the administration be transparent and subject to scrutiny and evaluation, to ensure authorities
can be held accountable for their actions and remedial action taken when necessary. Effective
evaluation is critical for policy improvements and to validate results. Evaluation requires the
availability of relevant data, sound methodology, and the mandate to evaluate and measure
results against stated objectives. Tax incentives should be clearly prescribed in the law, and
preferably consolidated in the tax law. Eligibility criteria should be clearly defined and readily
verifiable to allow for a rules-based approach. The revenue administration should be in charge
of the implementation and enforcement of tax incentive schemes.

• Implementation: A critical success factor for effective fiscal incentives for economic
development is their implementation in the context of a welcoming business environment. A
compendium of enabling policies create this welcoming environment to form a foundation for
sustained investment by domestic firms, as well as for attracting foreign investment. These
include foundational policies addressing legislative and judicial systems, trade and competition
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policy, human resources, and public infrastructure. They will also address tax policy and fiscal 
incentives. Finally, it is critical that enabling policies for business growth address and facilitate 
a sufficient level of access to financing on terms that are affordable and appropriate. As such, 
policy must target private sector engagement to catalyze market investments and address 
market gaps. 

SUSTAINABLE ECONOMIC DEVELOPMENT IS THE NEW NORM, WITH MANY 
OPPORTUNITIES 

Sustainable and green growth strategies have been adopted by governments at all levels, aligned with 
the goals of the 2016 Paris Agreement and 2030 Agenda for Sustainable Development1. The global 
necessity to urgently address climate change and sustainable economic development is well 
documented. Market opportunities in sustainable development are estimated at up to $12 trillion by 
2030, with the potential to generate almost 380 million jobs.2 As such, governments and their economic 
development organizations are well advised to align their business investment promotion strategies 
with the significant and growing number of opportunities that contribute to sustainable/green growth 
and development. 

Fiscal Approaches to Support Green Initiatives are varied, and the breadth of alternatives can inform 
AdvantageBC’s strategy going forward: 

• Green Revenues can be generated by carbon pricing, for example, which is a cornerstone green
fiscal initiative that creates a price incentive for green innovation, along with new government
revenues that can be used to fund new initiatives or rebates to taxpayers to build political
support, for example.

• On-Budget green spending involves explicit budgetary spending (or foregoing government
revenues) to support initiatives, such as through tax subsidies, green procurement, or tax
expenditures (tax credits)

• Off-budget initiatives involve government investment in an entity or asset with an expected
positive financial return, such as investments in Crown corporations’ green activities, or equity
capital in a financial institution such as a green bank.

THE ROLE OF SUSTAINABLE FINANCIAL MARKETS 

Sustainable financial markets have emerged as a critical success factor for sustainable economic 
development, business attraction strategies, and thus for the effective use of fiscal incentives. Massive 
sums of sustainable investment capital are required to achieve transformation to a green global 
economy by 2030, with green capital requirements estimated to exceed USD $85 trillion worldwide.3 
Building and/or converting financial markets to address the unique risks and challenges of this market 
is therefore a global priority. The sustainability of financial markets themselves must also be addressed, 

1 UN Sustainable Development Goals 
2 SIAS, WAVTEQ, Incentives for Sustainable Development, May 2019 
3 IDB, D. Smallridge et al, May 2019 “Build or Renovate? The Decision to establish a new Green Bank, or ‘green’ 
an existing National Development Bank  
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in response to the systemic risk climate change poses to financial markets’ stability. National sustainable 
finance strategies and roadmaps for transformation have been launched in many countries, including 
Canada. Strategic initiatives at sub-national levels are also underway, such as for municipal access to 
green financial markets, in coordination with regional and national objectives.4 

Main Findings from the Jurisdictional Review of Connecticut, Luxembourg, Singapore and New Zealand 
are as follows:  

• A welcoming investment climate was recognized by all jurisdictions as a critical platform: All
jurisdictions’ investment promotion tactics were premised upon the importance of their welcoming
investment climate as the foundation for business attraction strategies, which included both fiscal
and non-fiscal methods.

• A plethora of fiscal incentives were utilized across jurisdictions:  Fiscal approaches included a
variety of mechanisms implemented for business attraction, retention, and growth, including a
number targeting green growth. Mechanisms included revenue-based incentives, on-budget
spending, and off-budget initiatives.

• Green tax incentives are being used in a manner similar to conventional tax incentives by adjusting
eligibility criteria to target green behavior and objectives.

• Business attraction strategies intended to drive green and sustainable economic development are
increasingly indicative of the paradigm shift in perspective by policy makers and market players
towards a more holistic understanding of the ecosystem of the green economy (and gaps therein),
to then be strengthened to achieve climate change goals at national and global levels.

• All jurisdictions’ business attraction strategies include tactics to create or strengthen sustainable
financial markets:  Each jurisdiction has demonstrated leadership initiative to address increasing
demands for greater access to sustainable finance sources and the sustainability of markets
themselves.  Access to sustainable finance is acknowledged by each jurisdiction as necessary for
sustainable growth, and a critical success factor for an attractive investment climate.

Many of these initiatives are aligned with national strategies, and tactics are multi-pronged,
including but not limited to fiscal incentives. Performance indicators increasingly reflect more
integrated sustainability goals and fewer conventional economic development indicators such as
job creation in isolation.

• Canada’s expert panel Sustainable Finance Roadmap is similarly premised on the imperative that
sustainable finance is critical to Canada’s transformation to a green economy. Amongst the many
interdependent recommendations is to “consider a range of temporary issuance-based incentives”
(for green bonds, including tax credits, exemptions, interest deductibility and cost
reimbursements).5

4 The C40 Cities Climate Leadership Group (c40) has published many articles on this topic. 
5 Under Recommendation 9.2 of the report. 
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• Transparency as a principle of good governance for tax incentives was generally limited to process
considerations, along with readily available information promoting and describing the incentive
mechanisms, including eligibility criteria and administrative information.

• Impact results of tax incentives were generally not publicly reported: None of the jurisdictions,
with the exception of Connecticut, presented meaningful economic impact results in a public forum,
in terms of FDI or jobs created, and resulting from the implementation or use of specific tax
incentives. In the case of Connecticut, evaluation requirements for state tax incentives have been
legislated since 2014, and the Connecticut Green Bank conducts rigorous evaluations aligned with
best practice including good transparency, shared publicly.

• Impact Measurement of tax incentives across jurisdictions was not feasible generally, with the
exception of CT making reasonable progress to adopt best practice approaches.

A key factor to the lack of impact measurement is the inherent challenge of evaluating the
effectiveness and efficiency of tax incentives in generating economic impact., i.e. the measurability
of impact. It is especially difficult to meaningfully link results to singular tax incentive mechanisms.
The availability of data and information on the elasticity or responsiveness of FDI with respect to
host country effective corporate tax rates, appropriate analytical expertise and methodologies, and
sufficient political will are some of the challenges.  Even with expertise, isolating the impact of host
country taxation on investment flows at the margin has proven to be a difficult exercise, even in the
pure domestic context.

• Because of lack of transparency, tax incentives identified across jurisdictions generally could not
be assessed as particularly helpful examples for AdvantageBC. National tax authorities generally do
not align with best practices in the design, implementation and evaluation of tax incentives. A recent
Canadian study, for example, concluded that most of the economic development tax incentives
implemented by the Federal and Provincial governments at a total cost of approximately Cdn$17
Billion, were ineffectively deployed.6

• The unique context of a jurisdiction will inform the appropriate use and selection of tax incentives.
The choice of tax incentives or mix of tax incentives, and the basic decision of whether tax incentives
should be used to bolster FDI and/or domestic business growth, is highly dependent on individual
country/jurisdictional circumstances (political, economic, market sectors, market gaps) and
perspectives. Therefore, caution is advised in ‘cutting and pasting’ solutions considered successful
in one jurisdiction into another.

6 Lester, John, Business Tax Incentives for Economic Development: Do They Work (May 20, 2018). Reforming 
the Corporate Tax in a Changing World, Canadian Tax Foundation, 259pp. ISBN:978-0-88808-300-5. 
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CONCLUSION 

This report has provided AdvantageBC with a survey of fiscal incentives and approaches utilized across 
four comparator jurisdictions for business attraction, retention and growth purposes, moreover with a 
focus on growing the green economy. The variety of mechanisms, trends, best practice considerations 
and results, can serve to inform the further evaluation and strategic approach AdvantageBC will pursue 
in delivering its mandate going forward.   
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