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The Earned Income Tax Credit (EITC) is a refundable federal tax credit for low- and 

moderate-income working people that has been shown to be e�ective at reducing 

poverty and encouraging work for families with children.  Because a worker’s tax credit 

grows with each dollar of wages earned until reaching the maximum, the credit is an 

incentive to move into the work force and increase one’s income.  Maine has its own 

modest Earned Income Tax Credit set at 5% of the federal credit, but it is not refundable.1  

The Landscape
Currently

 In 2012, the last year for which this data is available, the average bene!t from the 

federal credit for families with children was $2,359.2  In Maine, the average bene!t 

was $1,983.

 "e EITC was designed to o�set other taxes that take a bite out of a low income 

wage earner’s budget. Research has found that families use the EITC to pay for basic 

necessities, car and home repair, or education and training.3

 However, the federal credit is far less for workers without qualifying dependents, 

including those without children, non-custodial parents, and parents whose children 

are no longer dependent.  "e EITC phases out for these workers before they reach the 

federal poverty level, meaning they earned an average bene!t of just $264 in 2011.

Who is A!ected?

 "e Center on Budget and Policy Priorities estimates that in 2012, the EITC li#ed 

about 6.5 million people out of poverty, including 3.3 million children.4

 Expanding the federal EITC for childless workers is estimated to bene!t 6.1 million 

working women at all stages of life, including younger women in low-wage jobs or 

balancing work with school, and older women whose lifetime earnings have been 

reduced by childrearing or by caring for sick or aging family members.5

Recommendations for Maine Action
Increase the EITC and make it fully refundable
Maine’s EITC is currently set at 5% of the federal credit, and is not refundable. 

"is means that if the credit calculates to more than the taxpayer’s tax liability, the 

taxpayer loses the balance of the credit. To maximize the EITC’s e�ectiveness in 

reducing poverty, Maine should increase the state EITC to at least 10% of the federal 

credit and make it fully refundable. By simply making the credit refundable, the 

number of low-income working Maine households who would get a tax cut from the 

state or federal EITC would increase from 18,0006 to nearly 100,000.7

“+e Earned 
Income Tax Credit 
is the best anti-
poverty, the best 
pro-family, the 
best job creation 
measure to come 
out of Congress.”

–President Ronald Reagan
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Recommendations for Federal Action
Expand access to the EITC
Congress should approve the President’s proposal to expand the EITC for childless 

workers.  "is initiative would double the current maximum credit to $1,000, increase 

the amount of income that tax !lers can earn and remain eligible for the credit (from 

$14,790 to $18,070 for a single !ler), and expand the age range of workers eligible for 

the credit from 25-64 to 21-66.

Endnotes

1 36 M.R.S.A. § 5219-S

2 "e Brookings Institute (2012). Earned Income Tax Credit [Custom cross-tabulation of data]. Retrieved July 
1, 2014 from http://www.brookings.edu/research/interactives/eitc 

3 Ibid. 

4 Center for Budget and Policy Priorities. (2014). Policy Basics: !e Earned Income Tax Credit. Retrieved June 
19, 2014 from http://www.cbpp.org/!les/policybasics-eitc.pdf 

5 Ibid. 

6 "e Brookings Institute, op. cit. 

7 Maine Revenue Services O&ce of Tax Policy. (2013). Maine State Tax Expenditure Report. Retrieved July 1, 
2014 from http://www.maine.gov/revenue/research/tax_expenditure_report_13.pdf


