
M
any federal and state programs are designed to help work-

ing people and their employers. Yet employers and employ-

ees  who are eligible for public benefits frequently fail to

take advantage of them, whether because they do not know about them,

do not know how to apply for them, or find the applications too compli-

cated. When employers and employees access the available benefits, the

result can lessen the personal financial difficulties and lost work time that

the programs were designed to avert. 

The Renewal Community Employment Credit (RC

Wage Credit) provides up to $1,500 credit on federal
taxes for businesses for each year of RC designation for
every existing employee and new hire living and working
in the RC.

Other specific federal benefits are available for employers
of Native Americans, individuals with disabilities, and
the elderly. Similar types of tax credits may be available at
the state or local level, depending on the location of the
business. Moreover, other financial assistance may be
available to businesses in an industry experiencing work-
force fluctuations or to small businesses trying to com-
pete and grow.

Several states and cities offer wage subsidies to firms
that hire former welfare recipients. State or county wel-
fare agencies can “divert” cash grants, which welfare
recipients otherwise would receive, and use the funds as
wage subsidies for those recipients when they participate
in public job creation programs.

Public Benefits for Employees 
Businesses whose employees make use of these benefits
report improvements in attendance, productivity, and job
retention. To help their employees take full advantage of
the available opportunities, employers can, for example,
distribute brochures and display posters, provide informa-
tion and even applications through their human resources
departments, or invite employer organizations or
community agencies to help workers apply.

Federal Tax Credits

The Earned Income Tax Credit is a federal tax benefit
for low- or moderate-income workers. Depending on the
number of children and the amount earned, full-time or
part-time workers may receive an EITC of up to $4,000.
Payments are made either as an addition to workers’
annual income tax “refund” or as “Advanced EITC” from
their employers in paychecks. (Employers subtract the

Public Benefits for Employers and Their Employees

Public Benefits to Employers for
Hiring Certain Employees 

Companies that locate in targeted areas or hire targeted
workers are eligible for these tax credits. 

The Welfare to Work Tax Credit is a federal income
tax credit that encourages employers to hire long-term
welfare recipients. Established by the Taxpayer Relief Act
of 1997, it can reduce an employers’ federal tax liability
by as much as $8,500 per new hire.

The Work Opportunity Tax Credit is a federal income
tax credit to encourage employers to hire eight targeted
groups of job seekers. The credit can reduce an
employer’s federal income tax liability by as much as
$2,400 per qualified new hire. Local One-Stop Career
Centers can provide information. To locate the nearest
center, call 877-US-2JOBS.

The Empowerment Zone Employment Credit (EZ

Wage Credit) is available to any employer engaged in
trade or business in an empowerment zone. For each resi-
dent employee or new hire, the business is eligible for up
to $3,000 each year in tax credits. 



EITC amount from the total withholding payments
they pay to the IRS.)

The Child Tax Credit is a federal tax credit worth
up to $600 per dependent child for workers earning
over $10,000. It is payable as an income tax refund
even if no income tax is owed. Workers may qualify
for both the EITC and the CTC. 

The Savers Tax Credit is a non-refundable federal
tax credit of up to 50 percent of a maximum $2,000
contribution by low- or moderate-income workers to
a retirement plan (e.g., a 401k plan) or an Individual
Retirement Account. When this credit is combined
with the exclusion of 401(k) contributions from tax-
able income, the savings almost equals the amount
invested.

The Dependent Care Tax Credit is a federal tax
credit of up to $720 for employment-related care
for one child or other dependent, plus $1,440 for
employment-related care of more than one child or
dependent. Any taxpayer is eligible for the DCTC,
but only those who owe some taxes will benefit
from it. 

Income Supplements

Income-supplement programs help workers pay for
benefits that are not available through their employers.
Each state and program has its own guidelines for who
is eligible and how to apply for these supplements. 

Child Care Subsidies may help a low-income per-
son keep a job. Federal and state governments pro-
vide grants to help low- and moderate-income work-
ing families pay for child care.

The State Child Health Insurance Program is
state-provided health insurance for all children under
the age of 19 whose families have incomes under
200% of the federal poverty guideline. 

Other Benefits for Workers

These benefits can reduce financial stresses on workers,
and they often improve productivity and attendance
and reduce turnover.

Education and Training helps low-income working
people pay for education and work-related training.
The variety of federal and state programs includes
tuition assistance through Pell Grants, Individual
Training Accounts through the Workforce
Investment Act, and many other resources.

Financial Literacy Training enables adults outside
the financial mainstream to enhance their money-

handling skills and create positive banking relation-
ships. The FDIC has developed Money Smart:
Building Knowledge, Security and Confidence, a set of
10 instructor-led training modules covering basic
financial topics.

Food Stamps are available to help people who meet
certain qualifying conditions buy food. 

Housing and Homeownership Programs subsi-
dize rents, provide emergency heating fuel assistance,
and assist with home ownership. A number of fed-
eral programs help low-income families find and
afford reliable housing. 

Individual Development Accounts are “matched
savings accounts”: workers’ deposits are matched by
federal, state, foundation, or financial institution
funds to encourage saving for buying homes or cars,
paying college tuition, and other needs. 

Transportation Assistance, available from many
non-profit organizations and government agencies,
helps a low-income person to buy a car to get to
work or to keep a car on the road. Also, many states
subsidize the cost of public transportation for low-
income workers.
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Center for Workforce Preparation
U.S. Chamber of Commerce

1615 H Street, NW, Washington, DC 20062
t 202.463.3525
f 202.463.5308

www.uschamber.org

Center for Workforce Success
The Manufacturing Institute

National Association of Manufacturers
1331 Pennsylvania Avenue, NW, Suite 600

Washington, DC 20004
t 202.637.3000
f 202.637.3182

www.nam.org

Jobs for the Future
88 Broad Street, Boston, MA 02110

t 617.728.4446
f 617.728.4857

www.jff.org

For More
Information

www.workforce
advantage.org

This Web site, a collabor-
ation of Jobs for the
Future and the Initiative
for a Competitive Inner
City, presents promising
practices for achieving
workforce success.

www.cbpp.org/
pubs/eitc.htm

The Center on Budget
and Policy Priorities has a
variety of resources on
the Earned Income Tax
Credit.

www.aecf.org/
initiatives/fes/fes/
supports.htm

The Annie E. Casey
Foundation’s Family Eco-
nomic Success Initiative
provides resources on a
broad range of supports.

www.brookings.edu

See: “Rewarding Work
Through the Tax Code”

www.welfareto
work.org

See: “Show Me the
Money: Receive Federal
Tax Credits in Five
Simple Steps”


