TESTIMONY IN SUPPORT OF SB 526:

Income Tax - Earned Income Credit - Refundable Amount
TO:
Hon. Ulysses Currie, Chair, and members of the Budget and Taxation Committee 
FROM:
Melissa Chalmers Broome, Senior Policy Advocate

DATE:

February 28, 2007
The Job Opportunities Task Force (JOTF) is an independent, nonprofit organization that develops and advocates policies and programs to increase the skills, job opportunities, and incomes of low-skill, low-wage workers and job seekers in Maryland.  We support SB 526 because it reduces child poverty, promotes employment, and offers needed tax relief to low-income working families.

Despite Maryland’s relative affluence, low-income working families in the State have trouble making ends meet.  In 2001, more than 100,000 working families in the State had incomes below twice the federal poverty threshold.  Sixteen percent of jobs in Maryland pay, on average, less than a poverty wage.  These facts have severe ramifications for the thousands of parents who work hard, pay taxes, and strive to provide for their children.  For the 20 percent of families with the lowest incomes in Maryland, state and local taxes take 9.4 percent of their incomes.

Maryland’s EIC helps address this gap as it supplements the federal Earned Income Tax Credit by lowering the tax burden on working families.  Under the program, workers with children are allowed to offset their tax liability and receive a partial refund if the size of their EIC exceeds their tax bill.  This offers a vital support for working families to move up and out of poverty.

By increasing the State’s refundable credit from 20 percent to 25 percent, the State would be making an investment in parents, children, and the workforce.  National research shows that the federal EIC helps lift more children out of poverty than any other government program.  Because it rewards work, federal and state earned income credit programs also encourage low-income parents to remain in the workforce, thus supporting reduction of state welfare rolls.  Many families that receive the credits apply them toward housing, debt-reduction, and continued education, which has a positive effect on the economy as a whole.  

Maryland’s Earned Income Credit ensures that working parents do not have to raise their children in poverty.  We strongly encourage a favorable report for SB 526.
