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Senator Harris, Representative Villano, and Members of the Committee: 

I am testifymg today on behalf of Advocates for Connecticut's Children and Youth (ACCY). ACCY is the 
partner lobbying organization of Connecticut Voices for Children, a statewide, independent, research-based 
organization dedicated to speaking up for children and youth in the policy making process that has such a 
great impact on their lives. 

ACCY strongly supports Committee Bill 146, A n  Act Cnating a State Level Earned Income Cndit Against The 
Per~onal Income Tax (EITC) and Committee Bill 6649, A n  Act Concerning a State Earned Income Tax Credit. 
The creation of a state EITC is an important way to help ensure Connecticut's economic prosperity, 
improve the fairness of our state tax code and respond to the needs of Connecticut's working families. 
Nineteen states and the Dismct of Columbia, as well as two local governments, have EITCs. Among the 
growing list of states with EITCs are Connecticut's neighbors - Massachusetts, New York, New Jersey, 
Rhode Island, Maine and Vermont. 

A state EITC would: 

(1) Help families recover lost ground. Connecticut's low-income families have lost significant 
ground over the last sixteen years: 
a. Connecticut's income tax threshold (the income level at which families begin to have tax liability) 
for a family of four has been fixed at $24,100 since Connecticut's income tax was enacted in 1991. It 
has eroded over that time from 73 percent over the poverty line to 16 percent over the poverty line in 
2006 (See Figure 1 below). 
b. Since 2005, Connecticut has taxed families with income at 125 percent of the poverty line for the 
&st time since 1991. Without legislative action, Connecticut will tax families with poverty-level 
incomes in just a few years. 
c. Connecticut's percentage decline in the income tax threshold in relation to the federal poverty level 
has been the greatest among states with an income tax. 
d. If Connecticut's lower income taxpayers were held harmless, relative to inflation, the income tax 
threshold would be $35,817 today, rather than the actual $24,100. Adoption of a state EITC would 
help to close that gap for hard-working families. 
e. Between 1991 and 2002, Connecticut was one of only two states in which family incomes of the 
lowest 20 percent of earners declined (by $22), compared to national average gains of $2,326. 

1 Dr. Hall is the Associate Research Director at Connecticut Voices for Children. 
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(2) Reward work. For many Connecticut families, employment is not enough to provide economic 
stability. Low-income families need some support to reach self-sufficiency, and the EITC is an 
effective measure targeted to help those individuals and families who are working hard to make ends 
meet. To be eligible for this credit, one must work, yet have low income.' 

(3) Directly benefit the Connecticut economy. Low-income families who would qualify for the state 
EITC are likely to spend their tax refund quickly and in the community where they live, building 
consumer demand and stimulating the economy. Connecticut has benefited from the federal EITC 
since it was enacted in 1975. Now 1 in 10 working families in Connecticut claim the federal EITC.3 In 
tax year 2004, the federal EITC helped 165,000 Connecticut families, including thousands of poor 
children, and brought $268 million dollars into the pockets of Connecticut's lower-income fa mi lie^.^ 

(4) Act as an effective and efficient economic stimulus. To be efective, economists agree that an 
economic stimulus must have a rapid impact and be of adequate size. The Connecticut EITC would 
be an effective stimulus because the money it would provide would be spent quickly, buil* 
consumer demand. Research shows that EITC credits are returned quickly to the economy, as low- 
income working families pay utility and rent bills, buy clothing for their children, and meet their other 

For EITC eligibility under the current federal tax code for TY2007, income cannot exceed $33,241 for single parents with one 
child and $35,241 for married parents with one child. For families with two or more children, income cannot exceed $37,783 for 
single parents and $39,783 for married parents. Internal Revenue Service, ElTC Thresholdr and Tax Law Updates: Next Tax Year, 
2007, available at: hm:/ /www.irs.mv/individuals/article/0.id=150513.OO.html. 

About 10% of CT tax filers collected an EITC in 2002,2003, and 2004. D. Hall, The Earned Income Tax Credi~What  it Doesfor 
Connectimt and How it Couki Do Much More (CT Voices for Children, November 2005), and D. Hall, The Earned Income Tax 
Cdt-What it Doesfor Connectr'mt and How it Could Do Much More (CT Voices for Children, January 2007). 
4 Ibid. 
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essential needs. Typically, spending on such necessities is local, stimulating the economies of the areas 
that have the greatest poverty. Additionally, many economists believe that the EITC is an efficient 
economic stimulus. To be eficient, an economic stimulus must be well-targeted, extracting the most 
"bang-for-the-buck" per dollar spent. The EITC is administratively efficient and it is also effective in 
targeting benefits to the famiIies and the commnities that need it most and where it will be spent the 
fastest. Implementation of the proposed Connecticut EITC would be administratively simple because 
it would piggyback on the already established federal credit. The c r e l t  varies by level of earnings and 
family size, assuring that its benefits go to families that need it the most to make ends meet. 

(5) Help to reduce child At the federal level, the EITC has been lauded by Democrats and 
Republicans alike as an effective measure to reduce child poverty. Child poverty adversely affects our 
children's health and educational success. More than one in four elementary school students in 
Connecticut is eligible for free and reduced price meals.5 More than one in ten Connecticut children 
lives below the federal poverty line: and there are %her rates of poverty in our cities and among our 
minority populations. Each year, the federal EITC lifts more than 4 million people out of poverty, 
half of whom are children. The federal EITC he l~s  more children escape poverty than any other 
sinde federal Promam, and a state EITC could enhance Connecticut's capacity to reduce child 
poverty. In 2004, the Connecticut General Assembly committed to reducing child poverty by half 
within ten years, to be coordinated through a Child Poverty Council. This Council recommended 
"establish[ment ofl a refundable Earned Income Tax Credit (EITC) Program to supplement low-wage 
parents."8 

(6) Help CT's working poor families reach self-sdliciency. Changes in the economy including the 
loss of manufacturing jobs in Connecticut, as well as recent federal budget decisions, are making the 
economic stability of people with low-income wages and low levels of educational attainment ever 
more precarious. Although Connecticut's minimum wage is among the highest in the nation, full time 
minimum wage employment is not enough to suppoa a family in Connecticut. A parent working 40 
hours per week, 52 weeks of the year, at minimum wage9 would earn $15,912, which is below the 
federal poverty pdeline for a family of three.'' Furthermore, the Office of Workforce 
Competitiveness's Se~Sufin'eng &bod (2006) quanti£ies the real costs faced by parents raising children 
in Connecticut - and shows that economic self-sufficiency requires a much hgher annual income than 
the federal poverty level." For example, full time, year round, minimum wage employment provides 
less than hay of what it really costs for a parent to support two children in Waterbury.12 By 
supplementing the earnings of low-income families raising children, a Connecticut EITC helps hard- 
working families with incomes below, at and just over the poverty level to meet their essential needs. 

- - -  

State Department of Education, Strategi'G SchoolPmjle: 2005-2006, available at: http://www.csde.state.ct.us/public/der/ssp/. 
According to the US Census Bureau's Current Population Survey, Connecticut's child poverty rate in 2005 was 12.4%. For 

further detail, see h z f .  : 
D. Ha& The Emed Income Tax Credi~What it Does fw Connedcut and How it C o d  Do Much More (CT Voices for Children, 

November 2005). 
Marc Ryan, Secretary, Connecticut Office of Policy and Management, ChikiPoue3 Council, InitialPhn, (OOM, January 2005), 

86. 
9 The minimum wage in Connecticut increased from $7.40 to $7.65 on January 1,2007. 
10 The federal poverty guideline for a family of three is $17,170. US Department of Health and Human Services, 2007 HHS 
Poverty Guidelines, available at: 
1' For example, a single adult's household expenses nearly double when that adult begins raising an infant. D. Pearce, The Real 
Cost ofLiving in 2005: The SefSufin'ency Standard for Connecticut, (CT General Assembly, Office of Workforce Competitiveness, 
December 2005), available at: 

l2 Ibid. This report includes cost of living calculations for 23 regions and 9 cities in the state to reflect the unique economic 
circumstances in different localities. 
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(7) Alleviate the unfairness of Connecticut's tax code. Connecticut's Legislative Program Review and 
Investigations Committee staff reported in January that the state's "mildly progressive" personal 
income tax "does not offset the regressivity of the state's sales, excise and property taxes." The staff 
recognized the effectiveness of a state EITC to achieve greater tax equity in Connecticut. CT's state 
income tax makes no adjustment for family size and the additional costs of child-rearing. The EITC is 
designed to provide a higher benefit to families with one child than it does to single adults and a 
higher benefit to families with more children than to those with one child.13 

(8) NOT be subject to the state spending cap. To the extent a state EITC reduces the amount of 
income tax due from a family who has state income tax liability, the "cost" of the EITC, like any other 
tax expenditure, is a revenue loss rather than an appropriation. Based on the precedent set in the 
treatment of refundable R & D credits for businesses, the refundable portion of the EITC (that which 
exceeds the family's income tax liability) is likewise an adjustment to revenue, rather than an 
appropriated expenditure.14 

(9) Help Connecticut businesses in the long and short term. Connecticut business leaders have 
supported the EITC in recent years. The Business Council (formerly SACIA) recognizes that: "The 
EITC is an efficiently-targeted way to provide income supplementation to help low-wage working 
families escape poverty.. .. [Alll of Connecticut's neighboring states have adopted a state EITC based 
on the federal credit." Businesses will enjoy both short and long term benefits from an EITC. In the 
short term, the credit will be returned quickly to the Connecticut economy. Additionally, the EITC is 
an attractive initiative for employers, especially those small and new businesses whose very narrow 
profit margins may limit their capacity to pay higher wages that help keep workers on the job. 
Furthermore, the EITC as a measure to reduce child poverty is an important investment in 
Connecticut's future workforce. The Connecticut Economic Research Center's 2005 Benchmarking 
Connecticut report noted that by 2020 forty percent of Connecticut workers are expected to come from 
our large cities where child poverty is highest and test scores are 10west.'~ Because living in poverty 
hinders educational attainment, reducing the number of children living in poverty is essential to 
preparing today's students to succeed in the 21" century economy. 

(10)~aximize its potential only if made refimdable. The Program Review and Investigations 
Committee notes that "given Connecticut's filing thresholds, the state would want to offer a 
refundable credit otherwise it would not benefit lower-income persons exempt from filing." 

In closing, we hope you will remember as we often do that Connecticut is the nation's wealthiest state. We 
enjoy the nation's highest per capita income, and the nation's second highest median family income.16 We 
have the means to lift some of the burden from the shoulders of those among us who -- deqite their work - 
- continue to have the least. To  ensure the future economic prosperity of our state, we cannot afford to let 
a growing number of Connecticut f a d e s  fall behind. 

Thank you for the opportunity to testify today. 

13 See n. 5. 
l4 Section 38 of PA 99-173 permits companies with less than $70 million in gross sales to sell back to the state at 65% of their 
value any unused Research and Experiment and Research and Development tax credits. In its recent Tax Expenditure Report, 
OFA characterizes the sale of these credits to the state as tax expenditures. Connecticut CT General Assembly, Office of Fiscal 
Analysis, Tax Expenditure q o r f  (August 30,2004) pp. 8,78, available at: 
ht~://www.c~a.ct.~o~/ofa/Documents/RevItems/T~x~/TaxEx~2004.~df . 
l5 Benchmarking CT's Econonty: A Comparative Ana&-i~ oflnnovation and Technology, (Connecticut Economic Research Center, 
October 2005). 
16 US Census Bureau, American Community Survey, 2004. 
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The Earned Income Tax Credit by CT House District 

132nd Rev. O'Rourke 12.1 99 645 5% $ 942.198 $ 1.461 

134th Rev. Harnm 9,623 702 7% $ 1.029.168 $ 1,465 1 $ 205,834 1 

136th Rep. Spallone 1 1,464 602 5% $ 769,632 $ 1,279 1 $ 153,926 1 

138th Rep. Ritter 11,937 730 6% $ 1,007,015 $ 1,379 ( $ 201,403 1 
Prepared by Douglas Hall, Connecticut Voices for Children 
Source: IRS Spec Data, 2004 Tax Year, provided by the Brookings Institution 
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The Earned Income Tax Crecht by CT House District 

186th R ~ D .  Candelora 10.226 919 9% $ 1.521.723 $ 1.655 I $  304.345 1 

192nd Rep. Ddlon 8.915 1,872 21% $ 3,184.773 $ 1.701 1 $ 636,955 1 

(1 02nd Rev. Panaroni 12.029 719 6% $ 958.836 $ 1.333 1 $ 191.767 1 

1 1 04th Re*. Gentile 10.921 1.423 13% $ 2.392.123 $ 1.680 I $ 478,425 1 

I1 06th R ~ D .  Wasserman 10.39 1 350 3% $ 467.895 $ 1,336 1 $ 93.579 1 

(108th Rep. Carson 10,448 510 5% $ 709.530 $ 1,391 1 $ 141.906 1 

11 12th Rep. Hovey 10,561 364 3% $ 456,639 $ 1,254 1 $ 91,328 1 

11 14th Rep. Klarides 11,161 570 5% $ 840,058 $ 1,474 1 $ 168,012 1 
Prepared by Douglas Hall, Connecticut Voices for Children 
Source: IRS Spec Data, 2004 Tax Year, provided by the Brookings Institution 
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The Earned Income Tax Credit by CT House District 

1148th Rep. Leone 10.333 1.260 12% $ 1,996,952 $ 1,586 1 $ 399,390 

(1 50th Rep. Gibbons 10.352 440 4% $ 582,588 $ 1,325 1 $ 116,518 

Prepared by Douglas Hall, Connecticut Voices for Children 
Source: IRS Spec Data, 2004 Tax Year, provided by the Brookings Institution 



The Earned Income Tax Cremt by CT Senate District 

12nd Sen. Coleman 40.81 7 8.531 21% $ 14.292.593 $ 1.675 1 $ 2,858,519 1 

14th Sen. Handlev 50,403 3,932 8% $ 6,063,078 $ 1,542 1 $ 1,212,616 1 ' . . . . . . . . .  -..y, . .  .y .......... .......... . . . . . . . . .  . . . . . . .  .*. . . - .  . . . . . . . . . . . . . . .  ;. . . .  ^ .-,.- . . 
. ;,.. ' . K . . ~ ~  ......... . .  
i C ' -  ~ r 
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16th Sen. DeFronzo 42,268 7,078 17% $ 12,456,010 $ 1,760 1 $ 2,491,202 1 

18th Sen. Mavnard 

20th Sen. Stillman 46.447 4.596 10% 96 7.435.440 $ 1.618 1 $ 1.487.088 

22nd Sen. Finch 44.550 6.171 14% 96 10.509.460 96 1.703 1 96 2.101.892 

24th Sen. Ca~viello 44.884 4.021 99'0 $ 6.162.165 96 1.532 1 $ 1.232.433 

26th Sen. Freedman 47.259 1.271 3% $ 1.488.780 96 1.172 1 $ 297,756 

Sen. McKinnev 44.924 1.530. 3% $ 1.91 1.920 96 1.250 1 $ 382,384 1 

Sen. Roraback 47,747 3.425 7% $ 5.01 1.637 $ 1.463 1 $ 1,002,327 1 

132nd Sen. DeLuca 47,935 2,505 5% $ 3,457,640 $ 1,381 1 96 691,528 1 

134th Sen. Fasano 47,020 3,565 8% $ 5,420,724 $ 1,521 1 $ 1,084,145 1 

36th Sen. Nickerson 45,844 1,889 4% $ 2,486,623 $ 1,317 1 $ 497,325 1 

Prepared by Douglas Hall, Connecticut Voices for Children 
Source: IRS Spec Data, 2004 Tax Year, provided by the Brookings Institution 
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The Earned Income Tax Credit in Connecticut: 
EITC Recipients as % of Federal Tax Filers, 2004 

(By CT Senate District) 
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