Increase Receipt of the EITC

This initiative helps eligible low-income New Yorkers claim the Earned Income Tax Credit by providing
them with completed amended tax returns for prior tax years.

Number Served CEO Budget Total Budget

Agency Start Date per year’ (City FY 08)° (City FY 08)
The Department of January 2007 TBD TBD TBD
Finance

Problem Statement

Since 2002 New York City has organized a coordinated citywide campaign to increase the number of
eligible New Yorkers claiming the EITC. However, even with the most comprehensive coalition in the
country to publicize the credit, neatly 20% of eligible households do not claim it.? Fortunately, the
program allows people to claim the credit up to three years after the initial tax filing deadline.

Research and Evidence

The Earned Income Tax Credit is considered one of the most effective anti-poverty tools in the United
States. Since the credit was enacted in 1975, it has been expanded multiple times (1986, 1990, 1993,
2001).4 In a report examining the impacts and accomplishments of government programs that assist low-
income families, the Center for Budget and Policy Priorities praised the EITC program, finding that, “by
increasing the rewards of low-wage employment, the Earned Income Tax Credit has substantially raised
the proportion of single mothers who work, while lifting 2.7 million children out of poverty in 2002.” 3.6

In two published studies, researchers Bruce Meyer and Dan Rosenbaum found that EITC expansions
between 1984 and 1996 were responsible for 63% of the increase in the employment rate of single
mothers over the 12-year period. The authors also found that the most significant gains in employment
traceable to the EITC were for mothers with young children and mothers with low education levels.”
Several researchers have also shown that the expansions of the EITC have substantially increased the
employment of female family heads.?

Economist Jeffrey Grogger suggests that the EITC may be the single most important policy for
explaining recent increases in work and earnings and declines in receipt of cash welfare assistance among
female-headed families.” Due to the EITC’s effects in increasing employment among single mothers,
expansions of the EITC have produced large declines in receipt of cash welfare assistance. Economists
Stacy Dickert, Scott Houser, and John Scholz estimate that expansions of the EITC between 1993 and
1996 induced more than a half a million families to move from welfare (AFDC cash assistance) to work.!0

Program Description

In order to increase participation in the EITC program the City’s Department of Finance (DOF) analyzes
income tax data to determine eligibility in prior years, prepates and mails pre-filled amended tax returns
and self-addressed, stamped envelopes to cligible New Yorkers. Recipients must verify their income and
dependent child information, provide their social security number, and sign and mail the returns. Finance
creates a web-based look up for eligibility and works with the City’s 311 system, the Department of
Consumer Affairs, and a network of volunteer income tax assistance sites to provide customer assistance
after the mailing is sent.



APPENDIX B

Program Description

In order to increase participation in the EITC program the City’s Department of Finance (DOF) analyzes
income tax data to determine eligibility in prior years, prepares and mails pre-filled amended tax returns
and self-addressed, stamped envelopes to eligible New Yorkers. Recipients must verify their income and
dependent child information, provide their social security number, and sign and mail the returns. Finance
creates a web-based look up for eligibility and works with the City’s 311 system, the Department of
Consumer Affairs, and a network of volunteer income tax assistance sites to provide customer assistance
after the mailing is sent.

Starting in January 2007, mailings were sent out for 2003 and 2004 tax years, which resulted in 16,000
households receiving EITC worth an estimated $10 million. In February 2008, completed tax forms for

the 2005 tax year will be sent to targeted households. DOF will continue the mailings each tax season.

Target Population

This initiative serves the working poor citywide who were eligible for the EITC in prior years but did not
file a claim.

Expected Outcomes

* Increase the income of EITC eligible households that have not filed a claim

116,000 households benefited from the January 07 mailing; In February 08, forms will be sent to 30,000 households. See program description for further
details.
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