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Since the state began recovering from the recession in 2009, North Carolina has primarily added low-wage jobs
that make it hard for people to afford even the most basic necessities. More than 80 percent of jobs created pay
below what it takes one worker with one child to make ends meet. 60 percent of new jobs pay less than the
federal poverty line, which means workers make less than $23,550 per year.

The lack of good paying, quality jobs is made worse by North Carolina’s tax code. After tax changes passed in
2013, middle- and low- income taxpayers are asked to pay even more in taxes than the state’s richest taxpayers
as a share of their annual income. With the cost for basic goods and services rising, the increased need to save
for children’s education, and the imperative to plan for retirement, working families are struggling to climb the
ladder into the middle class, despite working full-time.

There are two critical policy tools that can help put low-wage workers on the path to economic security: the
minimum wage and the Earned Income Tax Credit (EITC). Together these policies ensure that working families
can maximize their take-home pay to help make ends meet.
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Strong EITC and Minimum Wage Policies Go Hand-in-Hand
Here’s why North Carolina needs a stronger minimum wage and the restoration of the state Earned Income Tax
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In North Carolina, reinstating a more robust state Earned Income Tax Credit alongside an increase in the minimum wage
to $10.10 would provide an additional boost to working families that is roughly equivalent to the upper-end of one-
month’s rent. The following figure shows just how much the value of the state EITC can increase if North Carolina
strengthens the tax credit. If the state sets the EITC at 30 percent of the federal EITC, working families would have an
extra $1,437 in their pockets — about enough for one month of child care for two children or almost four months of food.

Reinstating a More Robust State Earned Income Tax Credits is Critical
Dollar Value of the State EITC with $10.10 Minimum Wage for a Head of Household with 2 Children
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Source: Special Data Request to Institute on Taxation and Economic Policy, May 2014. The highest value of state EITC was set at 5%.

The policies benefit workers at different times in the year and also reach workers with different family
situations. The minimum wage increases take home pay throughout the year, and the EITC provides a much
needed boost to families during tax time. Oftentimes, the EITC is used for major but necessary expenses like
auto repairs or replacing washers and dryers or other durable household goods as well as paying down debt that
has built up throughout the year. Because a higher minimum wage would result in increased take-home pay
throughout the year, it can help with regular expenses like rent, groceries and utility bills. An EITC best targets
working families with children and actually varies based on family size while the minimum wage provides the
same wage floor to all workers regardless of their family situation.

Together, these policies can deliver significant returns from both public and private sector investment.
Employers and consumers will primarily pay for a minimum wage increase while the state EITC is paid for by
taxpayers. For both policies, the investment has been found to generate savings by reducing childhood poverty
and improving employee retention and broader labor force participation, particularly for women.

These policies together help address two pressing issues for North Carolina workers: too many low-
wage jobs and a growing shift of the tax load onto low-income taxpayers. In so doing, these policies
can support greater economic security and the strengthening of the state’s middle class at a critical time
for the economic recovery.
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