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Introduction to ITEP

The Institute on Taxation and Economic Policy (ITEP) 
 Non-profit

 Non-partisan research organization

 Federal, state, and local tax policy issues

Mission: 
Ensure elected officials, media, and general public have access to accurate, timely, and 
straightforward information that allows them to understand the effects of current and 
proposed tax policies with an emphasis on tax-incidence analysis.
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Explanation of Analysis

• Modeled distributional effects of Montana adopting a 4 percent sales 
rate on 2 variations of South Dakota’s sales tax base

• Used Department of Revenue’s estimates for purposes of 
distributional analysis

• Analysis:
• OPTION A: South Dakota’s sales tax base (including exempting motor 

vehicle sales, motorboats, & construction and farm equipment)

• OPTION B: South Dakota base PLUS motor vehicle sales, motorboats, & 
construction and farm equipment
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Offset Options
• Income tax thresholds for 

personal income tax rates

• Increase Earned Income 
Tax Credit from 3% to 
10% & 20% of federal

• Enact sales tax credit 
identical to Maine’s
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Current Rates

New Rates

Source

https://legislature.maine.gov/legis/statutes/36/title36sec5213-A.html


Montana Combined State & Local Taxes with Offsets & Sales Tax Option B (4% Rate; SD Base + MV 

Fees, Boats, Construction, Farm Equipment) as a Share of Income
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Recommendations for Mitigating Impact 
of Sales Tax

• Eliminate food from sales tax base

• Reduce sales tax rate

• Increase EITC

• Offer more generous version of Maine’s sales tax credit
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