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Fast FAcCTsS

Encouraging Work Key to Reducing Poverty

This fall our members of Congress will have the chance to show that they support hard-working low-
income families.

Important provisions of two anti-poverty, pro-work policies, the Earned Income Tax Credit (EITC)
and the Child Tax Credit (CTC), are set to expire unless Congress acts to save them. By doing so,
Congress will give low-income families a hand-up, not a hand out, to pay for basic necessities like
child care and transportation that help them work while taking care of their families.

Fact #1: The Earned Income Tax Credit (EITC) and the Child Tax Credit (CTC) are among
the nation’s most powerful anti-poverty tools and have bipartisan support.

Next to Social Security, the EITC and the CTC make up the nation’s most powerful anti-poverty program. In
2012, they lifted 10.1 million people out of poverty, including 5.3 million children.

The EITC, a federal tax credit for low- and moderate-income working families and individuals, is designed to
encourage and reward work, offset federal payroll and income taxes, and raise living standards. To claim the
credit, a taxpayer must have earnings from a job.

In 2012, 160,000 West Virginia households received the EITC and 95,000 received the low-income part of the
CTC. Not only did the credits help these families make ends meet, the EITC also put about $341 million into
West Virginia’s economy that year.

Important, but temporary, provisions of these tax credits for working families were added years ago and were
never made permanent. These provisions - which reduce the marriage penalty in the EITC, provide a larger
EITC for larger famlies to reflect their higher living costs, and make the CTC available to working families with
the lowest incomes - are helping an additional 81,000 West Virginia families, including 131,000 West Virginia
children, make ends meet.

The EITC enjoys bipartisan support. It was signed into law by President Gerald Ford and strengthened by
President Reagan, who cited the tax credit as supporting work and personal responsibility. When working
families can keep more of their money to pay for basic necessities, it is easier for them to stay on the job and
support themselves. The EITC rewards work while making it more possible for workers to keep a job.
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Fact #2: If Congress fails to act, thousands of West Virginians will fall into poverty.
Expiring business tax cuts are about to get a lot of attention this fall as Congress decides whether to renew
them or make some of them permanent. It's important that Congress also remember low-income working
families as it discusses who should get permanent tax credits. If Congress fails to include working families in
the equation, 40,000 West Virgininas in low- and modest-income working families, including 18,000 children,
would fall into — or deeper into — poverty when the credits provisions expire.

Fact #3: The federal EITC helps West Virginians from all walks of life.

The federal EITC helps thousands of West Virginians, from all walks of life, stay on the job, providing them
with extra resources to pay for basic necessities.

@ Veterans: About 15,000 West Virginia veteran and military families received the EITC or CTC in 2012.

Q. Construction workers: About 7,200 West Virginia construction workers would lose all or part of their
N5 EITC or CTC if Congress fails to save the expiring provisions.

»  Rural families: More than 37,000 West Virginia rural families will lose all or part of their EITC or
% CTC if Congress fails to act.

Single mothers: A single mother with two children who works full-time, year-round at the federal

:g, minimum wage and makes just $14,500 stands to lose all of her child tax credit — $1,725 — if these
" W provisions are not preserved. In West Virginia, 98,000 mothers received the EITC or Child Tax Credit
in 2012.

Fact #4: Pro-work tax credits help children and families in both the short and long term.

Research shows that children whose families receive an income boost from these credits on average do better
in school and are more likely to go to college and to work more and earn more as adults. They are also likelier
to be healthier and avoid the early onset of various adult illnesses associated with child poverty.

The EITC and CTC encourage and reward work, and there is growing evidence that income from these credits
leads to improved school performance, higher college enrollment, and increased work effort and earnings in
adulthood. In fact, these important tax credits help West Virginians through every stage of life.
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Working-Family Tax Credits Help at Every Stage of Life

The Earned Income Tax Credit (EITC) and Child Tax Credit (CTC) not only reward work and
reduce poverty for low- and moderate-income working families with children, but a growing
body of research shows that they help families at virtually every stage of life:

Improved infant and maternal health: Researchers have found links
between increased EITCs and improvements in infant health indicators
such as birth weight and premature birth. Research also suggests
receiving an expanded EITC may improve maternal health.

Better school performance: Elementary and middle-school students
whose families receive larger refundable credits (such as the EITC and
CTC) tend to have higher test scores in the year of receipt.

Greater college enrollment: Young children in low-income families
that benefit from expanded state or federal EITCs are more likely to go
o college, research finds. Researchers attribute this to lasting
academic gains from higher EITCs in middle school and earlier.
Increased tax refunds also boost college attendance by making college
more affordable for families with high-school seniors, research finds.

Increased work and earnings in the next generation: For each
$3,000 a year in added income that children in a working-

poor family receive before age b, they work an average of 135 more
hours a year between ages 25 and 37 and their average annual
earnings increase by 17 percent, leading researchers have found.

Social Security retirement benefits: Research suggests that by
boosting the employment and earnings of working-age women, the
EITC boosts their Social Security retirement benefits, which should
reduce poverty in old age. (Social Security benefits are based on how
much one works and earns.)

Mote: For further details on the research see Chuck Marr, Chye-Ching Huang, Arloc Sherman, and Brandon DeBot, "EITC
and Child Tax Credit Promote Work, Reduce Poverty, and Support Children's Development, Research Finds,” CBPP
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The important improvements made to the EITC and CTC continue to help accomplish these goals today,
and their expiration would be a harsh blow to these working families’ living standards. Overall, 81,000 West
Virginia working families would lose part or all of these tax credits if the provisions expire, and 40,000 West
Virginians — including 18,000 children — will be pushed into, or deeper into, poverty.
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