INVESTING IN OHIO'S FUTURE

Chairwoman Gavarone, and members of the committee, my name is Nick Bates, and | am the
budget and tax policy director for One Ohio Now. We are a statewide coalition of more than
100 social service, labor, advocacy and faith and community organizations that believe great
public services strengthen our communities and we need the revenues to pay for them. Today |
stand against the proposed 2% income tax cut proposed in the Substitute House Bill 110. This
$380 million tax cut builds on many previous tax cuts that have simply not worked.
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The needs in Ohio are too great .
to cut revenue. Economic
are calling this a K-shaped recovery. =
economic reality exposes the
economic inequality in our country
continues to make it worse.” This means that some Ohioans are doing very well while others
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Image from OBM
Bluebook for FY2022-
2023

Figure B-8:The K Shape Recovery

The K-Shaped Recovery

Inequality
accelerating due to
the pandemic

* Jobs

* Wealth

« Income

* Health

* Education

Stockholders

Homeowners

Tech, Finance
Men

W College grads

South/West
Goods
Prime borrowers

Renters

Hospitality, Retail
Women

Non-college grads
Northeast

Services

Subprime borrowers

rce: Me

We have already tried this approach, and it didn’t
work: Since 2005, Ohio has cut income tax rates nine
times,’ costing Ohio over S7 billion a year in lost
revenue.” These tax cuts have not led to the
promised job growth3 as is evidenced in the chart to
the left. The data shows the rate of job creation in
Ohio has regularly trailed the rate of growth in the
nation despite regular income tax rate reductions. In
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For example, in 2020 food insecurity jump 40% in
Ohio.® African American unemployment in the fourth
quarter last year was nearly double the statewide
average (11.1% compared to 5.8%).” Similarly, a
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study released in December found that 11% of renters in Ohio are at risk of eviction — placing
Ohio in the top 10 states.® We also know that women have been hit hard by the pandemic. Last
September, for example, 23% more women than men had to leave the workforce because the
pandemic hit female dominated industries (like restaurants and hospitality) hard, and women
are more likely to be primary caregivers for young children.’ The proposed 2% income tax rate
reduction will do nothing to help these families.

Across the board rate reductions primarily benefit the wealthy: Over the past 16 years of
Ohio’s tax shift, the wealthiest are paying $40,000 a year less while the poorest Ohio
households are in fact paying $126 a year more."® The proposed 2% income tax cut will add to
the disparity and not benefit those Ohioans who are struggling the most.

This tax cut might put federal dollars at risk: Also, as we wait on the rules and court
proceedings, we should be cautious in proposing a tax cut that could cause Ohio to lose money
through the American Recovery Plan. This 2% rate reduction could be even more costly than
anticipated.

In Conclusion: Instead of spending $380 million on a 2% income tax cut that won’t benefit the
majority of Ohio families or communities, we encourage the legislature to invest to address real
needs. For example, these dollars could help Ohio invest in workers by expanding childcare
funding and eligibility to 200% of the federal poverty level, or we could invest in K-12 education
and take the needed steps toward an adequate and equitable school funding system in Ohio.

If the legislature is set on doing a tax cut, may | suggest, there are meaningful ways to put
dollars into the hands of low- and middle-income Ohioans who are still struggling to recover
from the pandemic economy by investing to make work pay with a refundable Earned Income
Tax Credit (EITC). These changes would have positive economic impacts because they put
dollars into the hands of families that immediately put them to use in the economy at local
stores.

Thank you and | would be happy to answer any questions.
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