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Brookings Calls on the Obama Administration to  
Permanently Authorize and Enhance Key Tax Credit  

To Spur R&D Investment  
 

Brookings Policy Briefs Propose Reforms to Cut Deficit, Jumpstart Economy 

 
WASHINGTON, D.C.— The Obama administration should permanently authorize and expand 
the Research and Experimentation (R&E) Tax Credit in order to stimulate private-sector R&D 
investment and strengthen the economy , according to a policy brief released today by the 
Brookings Institution’s Metropolitan Policy Program.    
 
This policy brief is part of a new government reform series entitled, Remaking Federalism | 
Renewing the Economy, launched last month.  The series addresses both the near-term “fiscal 
cliff” showdown and the longer-term budgetary, economic, and political challenges that will 
require response in the coming months. Through this series, the Metropolitan Policy Program 
will encourage the Obama administration to seek solutions beyond the partisan gridlock in 
Washington and to empower state and metro areas through policy measures such as the R&E 
Tax Credit.  
 
U.S. metro areas are responsible for over 93 percent of innovative activity, R&D employment, 
and R&D establishments. Unfortunately, the uncertainty about the future tax climate caused by 
the tax credit’s repeated expiration/reauthorization cycles, along with the generous innovation 
incentives now offered by other countries, and has reduced the stimulative effect of the credit 
on private-sector R&D investment in the U.S.  
 
Currently, the United States ranks 27th in terms of R&D tax inventive generosity, fourth out of 
40 countries in innovation-based competitiveness, and second to last in progress over the last 
decade – all of which significantly hampers the country’s ability to compete in the global 
economy.  
 
“When the U.S. established the R&E Tax Credit in 1981, it was the first of its kind and helped 
bolster the nation’s lead in research capacity and innovation activity,” said Mark Muro, senior 

mailto:rharvey@brookings.edu
mailto:twoodbury@brookings.edu


fellow and policy director at the Brookings Metropolitan Policy Program and co-author of the 
brief. “Permanently authorizing and enhancing the credit would help stimulate the types of 
private-sector investment needed to strengthen the nation’s standing in the global economy 
both now and in the years ahead.”  
 
Permanently authorizing the R&E Tax Credit and expanding the credit from its current rate of 
14 percent to 20 percent would affirm the United States’ commitment to innovation, 
encourage U.S.-based companies to undertake long-term R&D projects, and contribute to the 
renewal of the U.S. manufacturing base.  
 
The Information Technology and Innovation Foundation has estimated that an enhancing the 
tax credit to 20 percent would result in: 
 

 A $66 billion increase in annual GDP 

 at least 162,000 newly created jobs 

 3,850 additional patents issued to American inventors 
 

The policy memo further describes the current problem, outlines budget implications, and 
details the implementation requirements of permanently authorizing and expanding the R&E 
Tax Credit.  

 
The Metropolitan Policy Program at Brookings provides decision-makers with cutting-edge 
research and policy ideas for improving the health and prosperity of metropolitan areas, 
including their component cities, suburbs, and rural areas. To learn more, please visit: 
www.brookings.edu/metro.  Follow us on Twitter at www.twitter.com/brookingsmetro.    
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