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Earned Income Tax Credit

The federal EITC benefits thousands of families in Colorado. In 2003,
256,000 families, about 13% of Colorado tax filers, claimed the federal
EITC. It is claimed equally by Coloradans living in rural, suburban, and urban
areas. $412 million of EITC went to Colorado workers in 2003, which stimu-
lated Colorado’s economy. When families spend their EITC refunds on goods
and services, local merchants benefit. Economists estimate that EITC dol-
lars will be re-spent 3 - 5 or more times within the local economy.

Recent IRS estimates suggest that approximately 24,000 Colorado workers
may miss out on the credit annually, leaving as much as $38 million of local
economic stimulus on the table, and more if the “multiplier effect” is con-
sidered. (The Piton Foundation)

The participation gap is likely to be larger in communities that have more:
very low-income working families (incomes under $10,000); low-income His-
panic families and families whose first language is not English; and families
with more than two children. Eligible members of these groups have been
found to claim the credit at lower rates than the national average. If your
community has large numbers of these types of families, you may have the
opportunity to raise the number of families claiming the credit by perhaps
as much as 10%. (The Brookings Institution)

Below is a table showing approximate EITC funds available and not claimed
in 16 Southern Colorado Counties. It demonstrates how much money
($16,656,079) is being lost by Southern Colorado individuals and fami-

lies. Applying Reagan Administration’s “Trickle Down Theory” where one
third of a family’s money stays in the community, it could bring over $5 mil-
ion dollars to Southern Colorado businesses.
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For the full details on the EITC, IRS document 596 (English)
or 596SP (Spanish) are available by clicking on their link
or going to IRS.gov.



http://www.irs.gov/pub/irs-pdf/p596sp.pdf
http://www.irs.gov/pub/irs-pdf/p596.pdf

