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The National Community Tax Coalition appreciates the opportunity to emphasize the
importance of safeguarding the well-being of low- to middle-income, working families by —in
turn — shielding the state’s Earned Income Tax Credit from proposed cuts, however temporary
those cuts might be intended. Struggling families cannot shrink their bills and other day-to-day
obligations temporarily; neither should their EITC help be reduced as SB843 proposes.

NCTC’s nonpartisan, nonprofit network of more than 2,400 members is dedicated to the
financial security of America’s working families, primarily through Volunteer Income Tax
Assistance. Our community-based VITA programs provide low- to moderate-income households
with tax-preparation help, as well as asset-building and financial-education services — all with
the help of well-trained and certified volunteers. During the 2012 filing season, Community
VITA programs helped taxpayers file 1.6 million federal tax returns across the nation (more than
28,000 of them in Connecticut).

As we work with families, we see the vital, day-to-day impact of the EITC as it helps taxpayers
who work hard and play by the rules, but whose low pay leaves them little to show for their
efforts. The EITC helps them handle life’s basics — putting groceries on the table and clothes on
their kids’ backs, keeping a roof over their heads and covering heating and other utility bills.
Nowhere are these positive effects more visible than in the two-dozen states that have added
their own, critical level of EITC help to that of the underlying, federal credit — states such as
Connecticut, where Gov. Malloy and legislators wisely approved a state EITC not long ago.

The EITC helps families take a critical step forward, toward greater financial security. Thus,
Connecticut shouldn’t leap backward by curtailing its own tax credit, even temporarily. It’s far
too crucial to the well-being of more than 180,000 Connecticut families — especially those with
children, and who are teetering on the edge of poverty.

Underscoring these important points, we list here some of the chief ways that the federal EITC
helps low-income, working families. These benefits are admirably amplified for families by the
presence of a state EITC, and represent strong arguments for preserving Connecticut’s own tax
credit from any weakening. Across the nation, the EITC:

1. Reflects hard work. The credit is available only to taxpayers who work and have earned
income.
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Helps families to cover their basics. Groceries, rent, and utility bills are common uses for
families’ EITC dollars. Another frequently-cited expense: car repairs, to help family
breadwinners with the transportation necessary to get to and maintain their jobs.

Is particularly important to households with children. The amount of the credit is greater
for families who incur the added expenses of raising kids. And this federal EITC assistance
was responsible for keeping an average of 3.1 million children out of poverty annually from
2009-2011." (Working together, the federal and state EITCs protected more than 35,000
Connecticut children from poverty.?)

Is typically needed for only temporary stretches of time. Families only use the credit until
they can get back on their feet. Indeed, among federal EITC filers studied between 1989 and
2006: 42 percent claimed the credit for only one year at a time, 19 percent retained it for
two straight years, and only about one in five kept the credit for five or more consecutive
years.?

Helps struggling families who already pay a significant amount in federal taxes. In fact, the
poorest one-fifth of Americans paid 8.3 percent of their incomes in payroll taxes in 2009,
compared with the wealthiest 1 percent of households, who paid only 2.5 percent of their
incomes in payroll taxes.* And among those Americans who owed no federal income taxes
in 2011, about 93 percent were either workers who still owed federal payroll taxes, elderly,
not working due to illness or disability, or students.’

Helps struggling families who also pay a significant amount in state and local taxes. In
2011, the poorest one-fifth of Americans paid 12.3 percent of their incomes in state and
local taxes, while the wealthiest 1 percent of households paid only 7.9 percent of their
incomes in state and local taxes.® (In Connecticut that year, the poorest one-fifth of
taxpayers paid 11 percent of their earnings in state and local taxes, compared with the
wealthiest 1 percent paying 5.5 percent — a disparity that was improved somewhat from
2007, thanks in part to the introduction of Connecticut’s state EITC.”)

Lifts more families out of poverty than any other federal policy. The federal EITC kept an
average of 6.1 million people out of poverty annually from 2009-2011, and reduced the
effects of poverty for another 21.2 million people. (In Connecticut alone, the federal EITC
kept an average of nearly 40,500 people out of poverty each year during that period, and
reduced poverty’s effects on nearly 176,000 more of the state’s residents; the state EITC
improved further on and added to those figures.)8

Strengthens families’ health outcomes. The EITC is associated with decreases in maternal
smoking and increases in infants’ birthweights, according to research.’

Bolsters students’ education outcomes. The EITC is associated with increases in kids’ math
and reading test scores, studies show.™



10. Boosts the economic strength of local communities. As families spend the money they save
through the EITC, small businesses benefit. In fact, studies have shown that one EITC dollar
— spent at the local level — generates as much as $1.50 to $2 in economic activity for the
area.' (By that yardstick, Connecticut’s state EITC alone is responsible for putting up to
$218 million back into the state’s economy — help that would be weakened by EITC cuts.?)

11. Is important to rural Americans as well as those living in other areas of the country. In
fact, a higher percentage of rural tax-filers claimed the federal EITC in 2007 than did urban
filers.™

12. Helps families to begin or improve upon savings. Many families strive to set-aside some of
their EITC to work toward long-term goals or to brace for emergencies. One survey found
that about 39 percent of households receiving the credit devoted about 15 percent of their
EITC refund dollars to savings.™

13. Has historically enjoyed bipartisan support. The federal EITC was designed during the
Nixon administration, established during the Ford presidency, and improved by bipartisan
majorities of Congress working with Presidents Reagan, Clinton, George W. Bush, and
Obama.
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