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Federal lawmakers have recently announced at least five proposals to significantly expand existing tax
credits or create new ones to benefit low- and moderate-income people. While these proposals vary a great
deal and take different approaches, all would primarily benefit taxpayers in income groups who received only
a small share of benefits from the Tax Cuts and Jobs Act.
FIGURE 1

Source: Institute on Taxation and Economic Policy, ITEP microsimulation model

THE FIVE TAX CREDIT PROPOSALS
Economic inequality, stagnating wages for working people and child poverty are
recognized as some of the defining challenges for America today. One possible response
to these challenges is to use the tax code to supplement incomes of low- and moderateincome people. This report examines five proposals to create or expand tax credits to
accomplish this goal, explains how they differ from each other and provides estimates of
their impacts using the ITEP microsimulation model.
This report focuses on the big picture to help policymakers and the public understand
and distinguish between the five proposals. ITEP has generated supplemental data
providing more detail for each proposal, which you can find here.
As illustrated in Figure 1, the proposals vary a great deal in their approach. The
Cost-of-Living Refund Act would expand the Earned Income Tax Credit (EITC) while the
American Family Act would expand the Child Tax Credit. The Working Families Tax
Relief Act makes less dramatic changes to both credits and combines them in one bill.
The LIFT the Middle Class Act and the Rise Credit would create new tax credits. The
Rise Credit initially seems more generous because it is larger than the credit provided by
the LIFT Act; however, the Rise Credit would replace the current EITC while the LIFT Act
would coexist alongside the EITC.
Each proposal takes a different approach to using tax credits to boost incomes of
low- and moderate-income families, makes distinct choices about where to target the
benefits, and varies in the size of the investment. For example, the Working Families Tax
Relief Act† is most targeted to low-income taxpayers and has the lowest cost ($97.3 billion
in 2020, as shown on Figure 1). The American Family Act has a similar cost but targets
resources toward children, which is motivated by research showing that expanded child
tax benefits would have a significant impact on reducing child poverty.3 The Cost-ofLiving Refund Act provides the largest expansion to the EITC and, therefore, arguably
provides the greatest increase in work incentives for its cost.
The costliest of the proposals are the LIFT the Middle Class Act (estimated to cost
$270.9 billion in 2020) and the Rise Credit (estimated to cost $250.5 billion in 2020). As a
result, these two proposals provide the most generous benefits to most households, but
this is not true across the board, as this report will explain.
This analysis is inevitably incomplete because these tax credit proposals would
certainly, if enacted, be paired with other tax provisions that raise revenue to offset the
costs and possibly other provisions that benefit households in certain situations. The goal
of this report is not to evaluate one proposal as being more favorable than others but to
understand how they differ from each other and from current law based on what we
know about them so far.4
Data Available for Download
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All Five Proposals Target Groups that Benefited Little from
the Tax Cuts and Jobs Act
One thing is true about all these proposals—they are far more targeted toward lowand middle-income people than the 2017 Tax Cuts and Jobs Act (TCJA).5
Figure 2 compares the cost and distribution of benefits of each of the five proposals in
2020 to the cost and distribution of benefits from TCJA.
ITEP uses its microsimulation model to estimate the benefits for tax units in each
income group. A tax unit includes all the people who are listed on a personal income
tax return, not counting returns filed by dependents. A tax unit includes an adult or two
married adults and also includes the adults’ dependents (usually children).6
As illustrated in Figure 2, TCJA provided the vast majority of its benefits to the richest
fifth of tax units, which will have incomes greater than $119,000 in 2020. It also provided
significant benefits to foreign investors, who gain from TCJA’s cuts in the corporate
income tax. By contrast, all five tax credit proposals examined in this report focus the vast
majority of their benefits on the bottom three-fifths of tax units, which will have incomes
of less than $69,800 in 2020.
FIGURE 2

Source: Institute on Taxation and Economic Policy, ITEP microsimulation model
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Figure 3 provides the estimated average tax cut for each income group under each
proposal and under TCJA. As already mentioned, these estimates are incomplete. If
lawmakers enacted one of the tax credit proposals, it would likely be paired with other
tax provisions to raise or cut taxes, so the total effect of such a package of tax changes
is impossible to know right now. For example, one of the tax credit proposals could be
enacted along with repeal of part or all the TCJA, as well as other provisions, to raise
revenue.7
FIGURE 3

Source: Institute on Taxation and Economic Policy, ITEP microsimulation model

Figure 3 illustrates the effects of each tax credit proposal on its own and compares
that to TCJA. For example, it demonstrates that the tax break received by the typical
family in the bottom two-fifths of tax units under any of the tax credit proposals would
be larger than the tax breaks they received under TCJA.
On the other hand, the tax credit proposals would provide almost nothing to well-off
families and in some cases would raise their taxes.
The details of the five tax credit proposals make clear how they benefit low- and
moderate-income Americans rather than the well-off.

Proposals to Expand the Earned Income Tax Credit
The EITC is a tax credit equal to a certain percentage of earnings up to a maximum
amount. The EITC in its current form is most helpful to working people with children.
For example, those with one child in 2020 will be allowed an EITC equal to 34 percent of
their earnings, up to a likely maximum of $10,580 in earnings, resulting in a maximum
credit of $3,597.8 The credit will begin to phase out if the family’s income exceeds $19,410
(or $25,310 in the case of a married couple). The credit rate and the earnings amount to
which it applies is higher for families with two children and still higher for families with
three or more children.
4

As Figure 4 illustrates, families with children would see their maximum EITC nearly
doubled under the Cost-of-Living Refund Act and increased by smaller amounts under
the Working Families Tax Relief Act.
For families with children, neither proposal would directly change the phaseout rules,
but because the maximum credit would be larger, it would phase out at higher income
levels, meaning more people would benefit from the EITC.
FIGURE 4

The most significant changes under both proposals would be for individuals or
married couples with no children living with them. Under current law, the maximum
EITC for this group will be roughly just $540 in 2020. Under the Cost-of-Living Refund Act,
the maximum EITC for this group would be nearly six times that amount; and under the
Working Families Tax Relief Act it would be nearly four times that amount, as illustrated
in Figure 4. Both proposals would allow more people without children to benefit from
the EITC by phasing it out at higher income levels compared to current law and by
loosening age restrictions, as illustrated in Figure 4.
The Cost-of-Living Refund Act also provides an EITC of $1,200 to certain students
and those with children under age seven even if their earnings fall below what would
otherwise qualify them for that amount.
More details on the proposed changes to the EITC are provided in the appendix.
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Proposals to Expand the Child Tax Credit
Under current law, taxpayers are allowed a Child Tax Credit (CTC) of up to $2,000
per child.9 Limits on the refundable portion of the CTC prevent about a third of lowand moderate- income children and families from receiving the full credit.10 A smaller
number of children and families do not receive the full credit because their incomes are
too high. The CTC starts to phase out for married couples with incomes over $400,000
and other families with incomes over $200,000.
Both the American Family Act and the Working Families Tax Relief Act would increase
the credit, remove the limits on refundability that prevent low- and moderate-income
families from benefiting and lower the income limits that prevent well-off people from
receiving the full credit.
As illustrated in Figure 5, the American Family Act would increase the CTC to $3,000
in 2020 and provide an additional $600 for each child under 6 years old. The Working
Families Tax Relief Act would maintain the $2,000 credit and provide an additional $1,000
for children under 6. (The figures shown in Figure 5 include inflation adjustments for
2020 where they apply.)
FIGURE 5

Child Tax Credit Under Current Law and Proposals in 2020
Credit for Children

Credit Amount
Inflation Adjusted?

Full Amount of
Credit Refundable?

Earnings-Based
Limit on
Refundable Credit?

Age 6 and Over

Under Age 6

Current Law (through 2025)

$2,000

$2,000

No

No

Yes

Working Families Tax Relief Act

$2,000

$3,050

Yes

Yes

No

American Family Act

$3,000

$3,600

Yes

Yes

No

In many cases, tax credits benefit low-income people only to the extent that they are
refundable. Both of these proposals would remove the two limits on the refundable part of
the CTC that prevent low-income families from accessing the full credit under current law.
First, under current law the credit is limited to a percentage of earnings, not counting
the first $2,500.11 This means that families with very low earnings will not receive the
credit or receive only a partial credit. Superficially this resembles the way the EITC is
calculated as a percentage of earnings, but the CTC’s earnings-based limit is more
difficult to justify. While the EITC is thought of as tax break designed to encourage work,
the CTC is a per-child credit, designed mainly to help families with the costs of raising
children. The earnings-based limit is inconsistent with this overall design because it
restricts the value of the credit for each child in a low-income household. Also, the CTC
is allowed for families at very high income levels compared to the EITC, meaning it is not
designed to be a work incentive for the vast majority of households who benefit from it.
Second, under current law, the refundable part of the CTC is also subject to a dollar
cap that will likely be $1,400 in 2020.12 This provision has no apparent rationale other than
to restrain the overall cost of TCJA, which provided the vast majority of its benefits to the
well-off, as already explained.
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Both the American Family Act and the Working Families Tax Relief Act would
eliminate these limits on the refundable part of the CTC.
In addition, both proposals would lower income levels at which the CTC begins to
phase out. The American Family Act would reduce those thresholds from $400,000
to $180,000 for married couples and from $200,000 to $130,000 for other families. The
Working Families Tax Relief Act would lower those thresholds from $400,000 to $200,000
for married couples and from $200,000 to $150,000 for other families.
The changes to income limits in the CTC are the reason Figure 3 shows that these two
proposals would increase taxes on some high-income Americans (but not among the
richest 1 percent, who are already generally ineligible for the CTC under current law).
More details on the proposed changes to the CTC are explained in the appendix.

Proposals to Enact New Tax Credits
The LIFT the Middle Class Act and the Rise Credit both create new refundable
credits. The LIFT Act would provide a maximum credit of $3,000 for unmarried people
and $6,000 for married couples. The Rise Credit would be a maximum of $4,000 for
unmarried people and $8,000 for married couples. (The amounts shown in Figure 6
include inflation adjustments for 2020.)
The Rise Credit is larger and therefore seems like the more generous of the two, but
this is not always true because the Rise Credit is designed as a replacement for the EITC,
whereas the credit provided by the LIFT Act would supplement the EITC.
Similar to existing tax credits, both proposals can be thought of as having two types of
limits: a low earnings-based limit and a high-income limit.
Under the LIFT Act and the Rise Credit, the low earnings-based limit bars most
people from receiving a credit exceeding their earnings. For example, the maximum
credit allowed under the LIFT Act in 2020 is likely to be $3,050 for unmarried people.
The maximum credit would effectively be $3,050 or the unmarried person’s earnings,
whichever is less. The same type of rule applies under the Rise Credit. This is similar to
how the EITC is phased in based on earnings, except that the credit rate in the case of
the LIFT Act and Rise Credit is 100 percent.
FIGURE 6

Proposals from Sens. Harris and Booker, 2020
Proposal

Replace EITC or
Addition to?

Maximum Credit
(less of amount below or earnings)
Unmarried

Married

LIFT the Middle Class Act

Addition

$3,050

$6,100

Rise Credit

Replace

$4,050

$8,150
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The LIFT Act provides an exception to the earnings-based limit by allowing students to
count their Pell Grants as earnings for the purposes of calculating their credit. (Figures in
this report do not include the impact on such students.)
The Rise Credit provides two exceptions to the earnings-based limit. It allows
caregivers of certain dependents (elderly or disabled dependents and children under
6 years old) and certain students to receive the full credit regardless of their earnings.
(Figures in this report do not include the impact on such students.)
The other limit on both credits is the high-income limit. In 2020, the LIFT Act’s credit
would start to phase out, generally, for single, childless people as their income exceeds
$30,550 and for other families as their income exceeds $61,150. The Rise Credit would
begin to phase out for married couples as their income exceeds $50,950 and for other
families as their income exceeds $30,550 in 2020.
The Rise Credit has an additional feature. Its basic credit ($4,000/$8,000, adjusted for
inflation) does not take children into account. Because it would replace the EITC (which
does take the number of children a family has into account) the basic credit would
provide little or no benefit to single parents with two or more children. For this reason,
the Rise Credit includes an additional component that effectively is like a small EITC for
these families.13
More details about these proposed credits are provided in the appendix.
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ALL FIVE TAX CREDIT PROPOSALS TARGET THE
BOTTOM 60 PERCENT, BUT IMPACTS DEPEND ON
FAMILY STRUCTURE
Given the details of the tax credit proposals, it is clear that they are intentionally
designed to target benefits to low- and moderate-income people rather than the well-off.
Figure 7 provides the share of benefits going to each income group under each proposal
and TCJA.
These estimates demonstrate that the proposals are intended to benefit those in the
bottom three-fifths of tax units.
These proposals are also designed to help families with working age adults. To be
eligible for tax credits under any of these proposals, one must either have earnings or
have dependents. While many seniors have earnings and some seniors have dependents
(for example, those with custody of grandchildren), most retirees do not benefit from
these tax credit proposals.14
To get a better sense of how the intended beneficiaries of these proposals are affected,
Figure 8 focuses on tax units that meet two conditions. One, they are among the bottom
three-fifths of tax units overall. Two, they are tax units with working age adults.

FIGURE 7

Impacts of Tax Credit Proposals in 2020 in the United States
Income
Group

Income Range

Average
Income

Poorest 20%

Less than $24,300

Second 20%

Share of Tax Change
Cost-of-Living
Refund Act

American
Family Act

Working
Families Tax
Relief Act

LIFT the
Middle Class
Act

Rise
Credit

Tax Cuts
and Jobs Act

$14,400

36%

31%

48%

29%

32%

1%

$24,300– $43,500

$33,800

36%

24%

27%

29%

31%

4%

Middle 20%

$43,500– $69,800

$55,600

22%

19%

15%

24%

23%

9%

Fourth 20%

$69,800– $119,000

$90,900

5%

19%

8%

16%

12%

15%

Next 15%

$119,000–$263,500

$167,600

1%

8%

3%

1%

1%

21%

Next 4%

$263,500–$639,000

$381,700

0%

-6%

-5%

0%

0%

24%

$639,000 or more

$1,951,600

0%

0%

0%

0%

0%

27%

ALL

$94,400

100%

100%

100%

100%

100%

100%

Richest 1%

Source: Institute on Taxation and Economic Policy, ITEP microsimulation model
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FIGURE 8

Note: Tax units in the bottom 60% have incomes less than $69,800 in 2020. Working age here is defined as a tax unit in
which neither the filer nor the spouse of the filer is age 65 years or older.
Source: Institute on Taxation and Economic Policy, ITEP microsimulation model

Figure 8 shows the average tax change under each proposal in 2020 for those tax
units among the bottom three-fifths with working age adults.15 In other words, this graph
shows the average tax change among those whom the proposals are designed to help.
The largest average tax breaks are provided by the LIFT Act and Rise Credit, which is
not surprising because these two proposals are, by far, the most expensive, as illustrated
in Figure 1 in the beginning of this report.
Figure 8 also illustrates the average tax change for the same group—those among
the bottom three-fifths and including working age adults—but separated into different
family structures.
Again, this analysis is incomplete because we do not know what other tax provisions
would be enacted along with these proposals. Nonetheless, this analysis demonstrates
that the impacts of the tax credit proposals alone would vary greatly by family structure.
For example, it shows that those without children (married couples with no children
and unmarried people with no children) would receive the largest average tax break
from the Rise Credit. This is not surprising given that the basic Rise Credit is $4,000 for
unmarried people and $8,000 for married couples, with only a small adjustment based
on the number of children in the family.
The situation is different for people with children. Married couples with children would
receive the largest average tax break under the LIFT Act, partly because the LIFT Act
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is one of the most generous proposals across the board. Single parents with children
would receive the largest average tax break under the Cost-of-Living Refund Act, which
expands the EITC and continues the policy of providing a larger EITC to larger families.
As explained earlier, the proposals vary in how they reach a similar goal of targeting
tax cuts to low- and middle-income taxpayers. For example, some proposals are more
generous than others, but come with higher costs. While the American Family Act does
not provide the largest benefits across taxpayers, it is less costly than most of the other
proposals, and it directs resources entirely to families with children especially very lowincome families.
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TAX CREDIT PROPOSALS WOULD MITIGATE
RACIAL INCOME DISPARITIES
Research shows that tax policy can exacerbate racial and ethnic gaps in income,
wealth, and opportunity, which reflect the legacy of a variety of injustices and continued
discrimination.16
The TCJA, for example, showered 79 percent of its benefit on white tax taxpayers (see
Figure 9) and rewarded their existing wealth by concentrating the greatest share of
its cuts on corporations and the highest-income households, exempting even more of
the nation’s richest families from the estate tax, and leaving in place provisions that tax
investment income at lower rates.17
FIGURE 9

Source: Institute on Taxation and Economic Policy, ITEP microsimulation model
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FIGURE 10

Source: Institute on Taxation and Economic Policy, ITEP microsimulation model

The five tax credit proposals examined in this report would, to some degree, help to
mitigate existing racial disparities in income and the tax code. All five of the tax credit
proposals are designed to target benefits to and boost the incomes of the bottom 60
percent of taxpayers, and Black and Latinx make up a disproportionate share of these
income groups due to historic and continuing systemic injustices.
Figure 10 illustrates the share of each racial and ethnic group that is among the
bottom 60 percent of tax units. For example, 74 percent of Black tax units and 72 percent
of Latinx tax units have incomes that place them in the bottom 60 percent of tax units,
meaning both groups include a greater share of taxpayers that the tax credit proposals
are designed to help. However, only 55 percent of all white non-Hispanic taxpayers have
incomes that place them in this group.

CONCLUSION
Policymakers have several tools to address economic inequality, stagnating wages and
child poverty. One of those tools is the tax code. As this report makes clear, the five major
tax credit proposals that have been offered so far would all do this to different degrees
and in different ways. The proposals meet different goals and have different costs, but all
of them target the vast majority of their benefits to the bottom 60 percent of Americans,
who only receive a small share of the benefits from the Tax Cuts and Jobs Act. Whereas
TCJA disproportionately benefited the richest fifth of Americans, the benefits of these
proposals would be distributed more equitably.
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APPENDIX I
Earned Income Tax Credit Under Current Law and Proposals in 2020
CURRENT LAW
Credit Calculation

Credit Phase-Out

3 kids

2 kids

1 kid

0 kids

Base Amount

14,860

14,860

10,580

7,060

UNMARRIED

Credit Rate

45.00%

40.00%

34.00%

7.65%

Max Credit

6,687

5,944

3,597

540

Age restrictions

None

None

None

25-64

3 kids

2 kids

1 kid

0 kids

Phase-Out Start
Threshold

19,410

19,410

19,410

8,820

Phase-Out Rate

21.06%

21.06%

15.98%

7.65%

Maximum Income

51,162

47,634

41,921

15,880

Phase-Out Start
Threshold

25,310

25,310

25,310

14,740

Phase-Out Rate

21.06%

21.06%

15.98%

7.65%

Maximum Income

57,062

53,534

47,821

21,800

3 kids

2 kids

1 kid

0 kids

MARRIED

COST-OF-LIVING REFUND
Credit Calculation

Credit Phase-Out

3 kids

2 kids

1 kid

0 kids

Base Amount

14,860

14,860

10,580

10,580

UNMARRIED

Credit Rate

86.40%

76.80%

65.28%

30.00%

Phase-Out Start
Threshold

19,410

19,410

19,410

19,410

Max Credit

12,839

11,412

6,907

3,174

Phase-Out Rate

21.06%

21.06%

15.98%

15.98%

Maximum Income

80,374

73,600

62,630

39,272

Phase-Out Start
Threshold

25,310

25,310

25,310

25,310

Phase-Out Rate

21.06%

21.06%

15.98%

15.98%

Maximum Income

86,274

79,500

68,530

45,172

3 kids

2 kids

1 kid

0 kids

Age restrictions

None

None

None

21-64
(or certain
students)

Other: $1,200 EITC for certain students and caregivers even if earnings below the level that would otherwise result in a credit of that
size.

MARRIED

WORKING FAMILIES TAX RELIEF ACT
Credit Calculation
3 kids

Credit Phase-Out
2 kids

1 kid

0 kids

Base Amount

14,860

14,860

10,580

10,580

UNMARRIED

Credit Rate

52.50%

50.00%

42.50%

20.00%

Phase-Out Start
Threshold

19,410

19,410

19,410

11,850

Max Credit

7,802

7,430

4,497

2,116

Phase-Out Rate

21.06%

21.06%

15.98%

15.98%

Maximum Income

56,454

54,690

47,548

25,092

Phase-Out Start
Threshold

25,310

25,310

25,310

17,770

Phase-Out Rate

21.06%

21.06%

15.98%

15.98%

Maximum Income

62,354

60,590

53,448

31,012

Age restrictions

None

None

None

19-67
(19-24 if not
a student)

MARRIED

APPENDIX II
Child Tax Credit Under Current Law and Proposals in 2020
Credit Calculation
Credit for Children
Age 6 and Over

Under Age 6

Credit Amount
Inflation Adjusted?

Full Amount of
Credit Refundable?

Earnings-Based Limit
on Refundable Credit?

Current Law (through 2025)

2,000

2,000

No

No

Yes

Working Families Tax Relief Act

2,000

3,050

Yes

Yes

No

American Family Act

3,000

3,600

Yes

Yes

No

Credit Phase-Out
Phase-Out Start Threshold
Married

Unmarried

Phase-Out
Threshold Inflation
Adjusted?

Current Law (through 2025)

400,000

200,000

Working Families Tax Relief Act

200,000

American Family Act

180,000

Maximum Income
Married

Unmarried

No

$400,000 + (40,000
x # of qualifying
kids)

$200,000 + (40,000 x #
of qualifying kids)

150,000

No

$200,000 + (40,000
x # of qualifying
kids) or higher if
kids under 6

$150,000 + (40,000 x #
of qualifying kids) or
higher if kids under 6

130,000

No

$180,000 + (20,000
x # of qualifying
kids)

$130,000 + (20,000 x #
of qualifying kids)

Addition

Replace

Proposal

LIFT the Middle Class Act

Rise Credit

Maximum Credit

4,050

3,050

Unmarried

8,150

6,100

Married

(lesser of amount below or earnings)*

30,550

30,550

Phase-Out
Start

Single

20,350

20,350

Phase-Out
Range

50,900

50,900

Maximum
Income

* The maximum Rise Credit would be allowed for certain students and caregivers even with little or no earnings.

Replace
EITC or
Addition
to?

Proposals from Sens. Harris and Booker, 2020

APPENDIX III

50,950

61,150

Phase-Out
Start

40,750

40,750

Phase-Out
Range

Married

Phase-Out

91,700

101,900

Maximum
Income

30,550

61,150

20,350

20,350

Phase-Out
Range

50,900

81,500

Maximum
Income

Heads of Household
PhaseOut Start

APPENDIX IV
Provisions Not Included in Analysis
Credit Calculation
Advance
Payment Option

Change
regarding
ITIN filers*

Provisions for
students

Cost-of-Living
Refund Act

American Family
Act

Working Families
Tax Relief Act

LIFT the Middle
Class Act

Rise Credit

Yes

Yes

Yes

Yes

Yes

No

Yes (repeals
TCJA's restrictions
requiring eligible
children to have
Social Security
Numbers)

No

Yes ($1,200 credit)

No

No

Yes (ITIN filers with
qualified earnings
are eligible for the
credit)

Yes (Pell Grants
counted as
earnings)

No

Yes (certain
students receive
maximum credit)

*Individual Taxpayer Identification Numbers (ITINs) are used by working immigrants without Social Security Numbers to file and pay income
taxes.
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