
analyst
The Poverty Institute is a respected authority on the issues impacting the

economic vitality of both our residents and our state. Policymakers, community

groups, and the media consistently call on the Institute for analysis.

Every year, The Poverty Institute reviews every bill introduced by the Rhode Island

General Assembly. We routinely ask questions that few others ask such as:

• Is the proposal fair to low and modest-income households? 

• Is it fiscally responsible?  

• Will it help or hinder the state’s ability to provide critical public services 
to its residents?  

And when the existing rules that govern programs like welfare, child care, health

care, and food stamps are subject to change, The Poverty Institute analyzes the

proposed changes and notifies the community.

watchdog
Misconceptions can distort the debate over taxes and government spending. The

Poverty Institute makes sure that the facts are included in the public debate.

Take this quick quiz: TRUE OR FALSE?

• Corporations in Rhode Island pay more taxes than corporations in other states?

• Welfare caseloads have increased and are draining the state’s budget?

• Rhode Island investments in adult education are adequate to meet the 

demand for services?

The answer to all three is FALSE.

Yet each of these misperceptions has had a powerful influence on policy and

budget deliberations in recent years. In each case, The Poverty Institute has the

facts to prove them wrong. In reality:

• Rhode Island has the lowest corporate income tax collections in the country.

• Welfare caseloads have steadily declined in RI as have the costs associated 

with the program. State spending dropped from $55 million in 1997 to 

$13 million in 2006. Spending on welfare in 2006 represented less than 1% 

of the entire state budget.

• The demand for adult education and English as a Second Language classes 

far exceeds the capacity in the state to provide such services. While state 

investments have increased, a 2002 analysis showed that RI spent significantly 

less than its New England neighbors on adult education.

advocate
Objective analysis, research, and oversight are just the beginning. The Poverty

Institute uses its findings and data to engage in tough-minded advocacy.

Our advocacy comes in the form of education, participation in legislative and

regulatory hearings, press conferences, and other activities aimed at influencing

decision-makers.

Of course, effective advocacy requires many voices.

The Poverty Institute works closely with community groups and several statewide

coalitions, like One RI, to make lasting change. These partnerships have helped

improve economic security and opportunities for low-income people in the state.

• Secured more than $55 million in state funds for programs including the 

Earned Income Tax Credit, child care assistance, and affordable housing 

between 2003 and 2006.

• Expanded access to RIte Care, food stamps, and adult education and 

training through increased government investments in outreach, eligibility,

and funding.

• Defeated several costly tax cut proposals that had no guarantee of 

improving Rhode Island’s economy.

The Institute publishes numerous reports on poverty-related issues and income

support programs including cash assistance, health care and workforce develop-

ment initiatives. Data and findings from our research are used to advocate for

improvements and expansions in anti-poverty programs.

But anti-poverty programs are only one side of the equation. The Institute is the

only organization in Rhode Island that analyzes tax and budget policies on behalf

of low-income populations.

The Poverty Institute works hard to ensure that the tax structure is fair to low-

income families and provides adequate revenue to fund essential public services

that benefit all Rhode Islanders. And when the government considers giving tax

breaks and incentives to businesses, the Institute holds policymakers accountable

for ensuring that these tax expenditures achieve their goals and are cost effective.
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have changed significantly since the 1950s. Costs such as

housing and health care have risen faster than food costs

and today many more people incur significant expenses

because they work outside the home. A further indication

of the inadequacy of the Federal Poverty Level is the

growing frequency with which the government bases eligi-

bility for public benefit programs on increased percentages

of its own Federal Poverty Level.

Why is the RISN a Better Measure of
Individual and Family Need?
The RISN corrects these and other limitations of the

Federal Poverty Level by allowing for differences in some

regional prices and children's ages. The RISN includes

expenses related to employment,

such as transportation and child-

care, and accounts for changing

taxes and the impact of tax credits

and government subsidies at differ-

ent income levels. 

The RISN also takes into consider-

ation inflation rates on non-food

items such as housing, which along

with childcare consumes the great-

est portion of a young working family's income. 

The RISN Asks and Answers Two 
Fundamental Questions:
What is the cost of meeting basic needs for a single adult, sin-

gle parent and two-parent family?

How do federal and state income supports (FIP cash assis-

tance, Food Stamps, WIC, subsidies for childcare and health

The 2003 Rhode Island Standard of Need

he Poverty Institute's 2003
Rhode Island Standard of Need

Includes Single-Parent Families,Two-
Parent Families and Single Adults

T
The 2003 Rhode Island Standard of Need (RISN) calcu-

lates the income that a single parent with two young chil-

dren needs to adequately provide for her family's basic liv-

ing expenses. It also provides calculations to show the

income that a two-parent family with two young children

needs to meet basic living expenses as well as the calcula-

tion for a single adult.

According to the 2000 Census, the number of Rhode

Island families with children under

18 is 124,867 (30.6% of all fami-

lies). Thirty-one percent (39,050)

are single-parent families.

Why is the RISN
Necessary?
The Poverty Institute began calcu-

lating the Rhode Island Standard

of Need because it is widely recog-

nized by most experts that the

Federal Poverty Level (FPL) is a seriously outdated meas-

ure of economic well-being. 

What's Wrong with the Federal Poverty
Level?
The FPL was developed in the 1960s and measured

poverty, using 1950 data, based on the cost of food. At

that time, food costs represented a third of a family's

budget. The FPL is flawed because expenditure patterns

The RISN shows that because of

work supports, particularly the

Earned Income Tax Credit and

childcare and health-care subsi-

dies, families with lower earnings

are able to meet basic needs.
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I. Introduction
Tax expenditures are credits, deductions, exemptions, exclusions or
preferential tax rates that reduce tax liability for selected firms
or individuals. Tax expenditures are similar to direct spending
programs in that they reduce available government funds to
accomplish policy goals – for example, Rhode Island subsidizes
research and development and adoption costs through tax credits.
Unlike direct spending programs however, tax expenditures
become permanent provisions of the tax code and are not part
of the annual appropriation process. Historically, Rhode Island did
not routinely evaluate the effectiveness or cost of tax expenditures.

To correct this, the General Assembly required the Division of
Taxation to publish a bi-annual Tax Expenditures Report which
estimates the cost of 212 “tax preference items” or tax expendi-
tures (RIGL 44-48.1-1). This paper analyzes the data provided in
the 2006 Tax Expenditures Report.

In 2005, Rhode Island lost at least $1.4 billion in tax revenue as
a result of various tax expenditures. However the Division of
Taxation was unable to estimate the costs of 127 items, so the
true impact of tax expenditures on state revenues is undoubtedly
much higher than $1.4 billion.

For many tax expenditures enacted as economic development
strategies—such as credits and exemptions for investment firms,
banks, computer executives and international trading firms—no
reliable estimate of costs was made.

Other economic development incentives have proven highly
expensive to the state. “Passive investment treatment” enacted in
1994 cost the state $39.1 million in revenue in 2005. Exempting
aircraft from the state sales tax cost $1 million. In these and other
cases, no assessment has been made as to the effectiveness of
these incentives in spurring job growth and development.

The 2006 Tax Expenditures Report also estimates the costs of
numerous exemptions from the sales tax and deductions from
the personal income tax which, in a tight budget year, should be
carefully evaluated as to purpose and impact.

II. Findings
In January, the Division of Taxation published its bi-annual Tax
Expenditures Report which estimates the revenue foregone from
any of 212 credits, adjustments, exemptions, deductions, and rate
reductions that reduce a taxpayer’s state tax liability. The Poverty
Institute analysis of the 2006 Tax Expenditures Report finds that:

1. The state lost potential revenue of at least $1.4 billion in 
2005 as a result of tax expenditures.

2. Half of this amount ($690 million) was attributable to 
deductions, exemptions and credits against the personal 
income tax. Most of these arise from Rhode Island’s “piggy-
backing” on the federal income tax.

3. The Division of Taxation was unable to reliably estimate the 
foregone revenue from sixty percent of tax expenditures.
Thus the true cost of Rhode Island’s tax expenditures must 
be considerably higher than $1.4 billion.

4. Many tax preference items that were enacted to promote 
economic development or job creation can not be reliably 
estimated.These include:

a) Exclusion of income from stock options in computer 
companies.

b) Exclusion of income from employee ownership in 
qualifying businesses.

c) Exemption of boats from the sales tax.

d) Exemption of art work from the sales tax.

e) Exemption of investment companies’ toll free calls 
from the sales tax.

f) Special treatment of international investment services,
investment and security firms, domestic international 
sales companies (DISCs) and foreign sales companies 
(FSCs) from the sales tax.

g) Exemption of motion picture production firms from 
sales taxes.

h) Exemptions from the bank excise tax.

i) Exclusion of dividend and interest income from the 
business corporation tax.

j) Interest, wage and investment credits for owners of 
mill buildings.
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THE RHODE ISLAND
STANDARD OF NEED:
Biennial study that documents 
what it actually costs to live in

Rhode Island and how government
programs help a household to 

meet its basic needs.

STATE OF WORKING RI:
Biennial study documenting trends 

in job growth, unemployment,
wages, poverty, and other important 

economic indicators. Includes 
recommendations for strengthening

work support policies.

TAX EXPENDITURE
REPORT ANALYSIS:

Evaluates the outcomes and cost of
tax incentives, breaks, and credits
and other sources of lost revenue.

Because the facts matter in 
the fight for economic justice.
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THE POVERTY INSTITUTE develops and promotes effective public

policies that lift families out of poverty and help them move toward economic

security. The Institute also advocates for fair and adequate tax and budget

policies.

Times are hard in Rhode Island.The Ocean State has become a very expensive

place to live and raise a family. Housing prices have appreciated faster here than

in almost any other state. Skyrocketing costs of energy, gasoline, health care and

child care force families to choose between basic needs like food and heat.

Unfortunately at the same time wages are stagnant. The state’s economy has suf-

fered from a dramatic loss of manufacturing employment that has been replaced

with service occupations.Workers without specialized training often end up with

very low-wage jobs. In fact, today almost twenty percent of jobs in Rhode Island

pay poverty level wages.

These two forces—higher living costs and lower wages—are having devastating

consequences for thousands of people in Rhode Island. More working families are

seeking assistance at food pantries and homeless shelters than ever before.

And today, one in five children, many in working families, live in poverty.

We know Rhode Island can do better. It is within our power to assure that our

prosperity is shared and there is equal opportunity for all.

That is where The Poverty Institute comes in.

The Poverty Institute uses its research and analysis to educate lawmakers,

community groups, and the public. The Institute also empowers low-income

Rhode Islanders to have an informed and powerful voice in the debates over

tax and spending priorities.

 


