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Key Findings

The temporary 2021 federal Child Tax Credit expansion dramatically reduced child poverty
and material hardship. Extending the federal policy would provide the broadest poverty
reduction across the country. States can also build on the success of the credit. This report
presents state Child Tax Credit options that would reduce state child poverty rates by 25 or
50 percent when coupled with existing federal law, which provides a maximum of $2,000
per child, is not fully refundable and phases in with earnings.

There is increasing momentum in the states toward adopting and expanding Child Tax
Credits. Heading into 2023, ten states currently have some form of a Child Tax Credit and
many others are considering one.

To make a state Child Tax Credit most effective, lawmakers should consider a range of
design principles, including making children in families with low or no earnings eligible
for the full credit, tying benefits to the number of children in a family, adjusting the credit
amount annually with inflation to ensure that it does not erode over time and providing
the credit in monthly installments.

In almost all states, a refundable state Child Tax Credit of $2,000 or less — with a 20 percent

credit boost for young children under 6 — would achieve a 25 percent reduction (or more) in
the child poverty rate. Most states would see a child poverty reduction of 25 percent with a

base credit value between $1,200 and $1,800.

To cut child poverty rates by half, the majority of states would require a base credit value
of between $3,000 and $4,500 per child plus a 20 percent boost for young children. If the
federal Child Tax Credit expansion is reinstated, the same goals could be achieved through
smaller state credits.

A twenty-five percent child poverty reduction in each state would collectively cost states
2.6 percent of total nationwide state and local revenue under the more universal Child Tax
Credit. Under a more targeted approach, the overall cost to all states would be 1.7 percent
of total state and local revenue.

Fifty percent child poverty reduction in each state would collectively cost states 7.0 percent
of total nationwide state and local revenue under a more universal Child Tax Credit option
that extends higher up the income scale and is available to more middle-class families.

Two thirds of states could halve child poverty by dedicating less than 5.5 percent of total
state revenue under a more targeted approach that directs benefits primarily toward
families experiencing low income. The amounts that states would need to invest to
achieve sizeable cuts in child poverty, while significant,are within reach for states willing
to commit the resources.




INTRODUCTION

In 2021, as part of the American Rescue Plan Act (ARPA), the United States established
its first near-universal child benefit in the form of an expanded, monthly Child Tax Credit.
The expansion cut child poverty dramatically,! with corresponding drops in material
hardship among families with children.? Its success was due, in large part, to the design
enhancements that increased its value, provided the full increased benefit to children
in poverty for the first time and delivered the benefit in monthly payments for all
recipients.® Policymakers who championed the policy — including members of Congress
and President Biden - intended for it to become permanent. Despite efforts to continue
the expansion past 2021, it lapsed and the federal Child Tax Credit has reverted to its pre-
pandemic form, with the future of another, more permanent, expansion uncertain. The
evidence is clear that a more permanent version of the expanded federal Child Tax Credit
would be an effective anti-poverty policy moving forward.

States are well positioned to continue this successful
effort, whether by complementing a future federal
extension or making up for federal inaction. Tax policy is
an area where states may innovate, and in many cases,
supplement or remediate deficiencies in federal law.

More than half of states (31 states, plus the District of Regardless of future
Columbia and Puerto Rico), for example, have their own Child Tax credit
state Earned Income Tax Credits (EITCs) that families

receive in addition to the federal EITC.# Historically, few developments at
states operated their own Child Tax Credits. And existing the federal level,
credits were limited in their reach - but that is beginning state policies can

to change?®

. supplement the federal
States can build on the track record of the expanded

federal credit and create Child Tax Credits that include credit to deliver
features key to the federal expansion's success: making additional benefits to

chlldren.ln famllles'vx{lth low or Qo earnings eligible for the children and families.
full credit and providing the option to advance the annual .

benefit in monthly payments for all.

s

Regardless of future Child Tax Credit developments at the federal level, state policies
can supplement the federal credit to deliver additional benefits to children and families.
State credits can be specifically tailored to meet the needs of local populations while
also producing long-term benefits for society as a whole.? State Child Tax Credits can
significantly reduce child poverty in all states while also addressing economic and racial
inequities that are too often made worse by regressive state taxation.” Fully-refundable
Child Tax Credits boost the after-tax incomes and economic security of families of all
races and are particularly important for Black, Hispanic, Indigenous, and other people of
color confronting the economic hardships created by systemic racism.®
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This report outlines the potential impacts of state Child Tax Credits on poverty and the
costs of these highly promising tax credits. The current (i.e., 2022) federal Child Tax Credit
serves as the baseline for these analyses. The poverty and revenue estimates fully capture
what it would take for a state to reduce child poverty by 25 and 50 percent through a
state credit.®

It offers a set of design principles and policy options for states to consider when
adopting or enhancing their own credits. It then identifies the state credit values that
could achieve meaningful child poverty reduction in each state, with options to reduce
state child poverty rates by 25 percent or 50 percent. The revenue impact associated
with each Child Tax Credit option is then summarized, identifying the tradeoffs between
robust benefits and the cost of these credits to state budgets.

This report presents a broad, more universal, option and a narrower, more targeted,
option. The former extends higher up the income scale and is available to more middle-
class families, whereas the latter is directed toward families experiencing periods of low
income.

Individual state pages are available for all 50 states and the District of Columbia,
identifying details of each credit option: the maximum benefit, overall cost, number of
beneficiaries, number of children lifted out of poverty, the impacts of each policy across
the income distribution and the anti-poverty effects associated with credits of varying
amounts. States may wish to consider other poverty targets as well —and of course, in the
event of a further federal expansion, the options presented in this report would lead to
even larger reductions in child poverty.

State Child Tax Credits and Child Poverty: A 50-State Analysis
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THE FEDERAL CHILD TAX CREDIT AND 2021 EXPANSION

Under current law, the federal Child Tax Credit is a partially refundable credit against
income tax liabilities for families with children under age 17. Families with earnings up to
$400,000 can receive a maximum tax credit of $2,000 per child. Families with incomes
above this level either fall into the phase-out range and receive a partial credit or do not
receive any credit at all. Just three percent of children are in families who do not receive
the full Child Tax Credit because they earn too much. At the other end of the income
spectrum, a much larger proportion of children are in families who do not receive the full
Child Tax Credit because they earn too little.

As seen in Figure 1, the Child Tax Credit has a “trapezoid-like” structure that leaves
many families with low incomes ineligible for the maximum credit. One out of three
children is left out of the full credit — receiving a partial credit or none at all - because
their families’ earnings are too low. One out of every two Black and Hispanic children is
left out of the full credit due to this fact. Also disproportionately excluded are children in
rural families, families with young children, larger families and families headed by single
parents.”® Simply put, since the credit is based on earnings, children whose parents earn
less, get less."

GITLIED Federal Child Tax Credit Structure, Current Law Versus
2021 Expansion (Two-Child, Two-Parent Family)

$7,000
$6,000
$5,000
$4,000
$3,000

$2,000

Federal Child Tax Credit

$1,000

so |
$0 $100,000 $200,000 $300,000 $400,000 $500,000

Adjusted Gross Income

e Federal Child Tax Credit ARPA Child Tax Credit

Note: This figure shows credit levels for a two-child family with one child under age 6 and one child
between the ages of 6 and 16.

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022
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The temporary American Rescue Plan Act (ARPA) Child Tax Credit expansion in 2021
had three main elements. It:

Increased the total value of the credit to $3,600 per child under the age of 6 and to
$3,000 per child ages 6 through 17 for families with earnings up to $150,000;2

Removed the requirement for earnings and eliminated the credit phase-in, which
both made the credit “fully refundable” and broadened full eligibility to include the
one-third of children previously ineligible for the full credit; and

Advanced half of the annual credit in six monthly payments of up to $300 per young
child and $250 per older child.

Payments arrived in the middle of each month, beginning in July of 2021, with the
balance of the credit arriving at tax time in spring 2022. This expansion expired after tax
year 2021 and the federal Child Tax Credit reverted to the smaller, annual policy that once
again leaves behind the one-third of all children in families who earn too little to qualify
for the full credit.

GILEED Earnings at Which Families Receive Full
$2,000 Federal Child Tax Credit in 2022

$45,900
$40,900 $40,800
535,900 $34,400
SEIE $29,400
$24,400 I
1 child 2 children 3 children 4 children

mSingle parents Married parents

Note: Children with parents or guardians earning less than $2,500 are ineligible for the federal Child Tax Credit.

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022



MORE STATES ARE ADOPTING AND

EXPANDING CHILD TAX CREDITS

There is increasing momentum in the states toward adopting or expanding Child
Tax Credits. Ten states currently have some form of a Child Tax Credit, and these credits
represent ongoing, targeted and typically refundable investments that would boost

families’ incomes.®

$

State Child Tax Credits in 2022

Washington D.C.

. Refundable

. Nonrefundable

One-time

Note: Maryland has a modest, temporary CTC (through January 1, 2023) that is limited to children with disabilities;
taxpayer AGl must be under $6,000.

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022

In 2019, California became the first state to pass a Child Tax Credit that included a full
benefit for the families of children in deep poverty. Their Young Child Tax Credit provided
a per-family benefit of $1,000 for families with children below the age of 6 and earnings
below $25,000 - and phased out by $30,000. While there was no phase in, to get the
$1,000 credit, families needed to have earnings, which could be as little as $1. California
got rid of this earnings requirement — and also indexed its value to inflation — in its most
recent reform to the policy, which was passed in July 2022.

In 2022, lawmakers in three states - New Mexico, New Jersey and Vermont — created
new Child Tax Credits. Like California's, New Jersey's and Vermont's new credits are
permanent, while New Mexico's is scheduled to expire in 2027.

State Child Tax Credits and Child Poverty: A 50-State Analysis
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Several other states enacted shorter-term policies targeted toward children in 2022.
Lawmakers in Connecticut and Rhode Island provided one-time payments to children
from low- and middle-income families and New York provided a one-year increase to the
state's Empire State Child Credit.

The breadth and scope of these credits vary.* For instance, the size ranges from a
nonrefundable $100 per child credit in Oklahoma to a fully refundable $1,000 per child
credit in Vermont. If a credit is refundable, taxpayers receive a refund for the portion
of the credit that exceeds their income tax bill. If a credit is fully refundable, taxpayers
are eligible for the full amount of the credit, regardless of their income tax liability.
Refundable credits can therefore help offset all taxes paid, not just income taxes, helping
mitigate some of the regressive effects of other state and local taxes. Nonrefundable
credits are limited in their ability to reach families in or on the verge of poverty. They
cannot be accessed by families with low or moderate incomes who may have little state
income tax liability, but who pay substantial amounts of sales, excise and property taxes.”®

Credit eligibility at the state level also varies by children’s age, with some states
matching federal requirements (under age 17) and others providing the credit to a
smaller subset of children, such as children under age 6. Most, but not all, state Child
Tax Credits are inclusive of immigrant families who claim children with Individual Tax
Identification Numbers (ITINs) rather than Social Security numbers, mirroring the
inclusivity of the federal Child Tax Credit prior to restrictions enacted as part of the 2017
Tax Cuts and Jobs Act (TCJA).'® State credits also vary in how high up the income ladder
the benefit goes.

Despite variation, these state credits represent a meaningful first step in enhancing
the economic security and general well-being of children across the country. State
lawmakers can reduce child poverty in their states by enacting and enhancing state
Child Tax Credits.”

\_/-\v; “ ——
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PRINCIPLES TO CONSIDER WHEN DESIGNING

AND ENHANCING STATE CHILD TAX CREDITS

Policy design decisions impact state Child Tax Credit effectiveness. The following
elements can improve poverty reduction.”®

State Child Tax Credit Design Principles to Consider

Full Refundability Per-Child Benefits Indexed to Inflation Young Child Bonus

2 =

Children in families with The full credit is made The value of the credit A larger credit to children
no or low earnings are available to children is indexed to inflation under age 6 is provided to
eligible for the full credit. regardless of family size so as to not erode the target additional resources
or where they come in credit over time. at a critical period of
the birth order.” child development.
Monthly Payments Income Phase-outs Inclusivity

7

QLR

The credit is delivered The same full credit is available Children are included,

in reqular installments, to children in low- and middle- regardless of immigration
rather than a once- income families. Weigh tradeoffs status, in credit eligibility.
per-year lump sum?° when considering if and when

to phase out the credit for
higher earning families.

The details of policy design matter enormously in determining both the costs
and anti- poverty impacts of these credits. From the standpoint of children’s rights,
administrative efficiency and benefits to society, a universal Child Tax Credit would be
ideal? Indeed, one benefit of a universal Child Tax Credit is that it provides the same full
benefit to children in lower-income families as those in higher-income families. However,
tensions exist around state resources and how best to fund such universal benefits.

A less expensive option for states is to adjust the income level at which the credit
begins to phase out - for example, deciding whether to include both low- and middle-
income families in credit eligibility or focusing the credit specifically on families with
low incomes. Setting a phase-out range at an income level lower than the existing
federal Child Tax Credit (i.e., below $400,000 in income for joint filers) means that state
lawmakers can focus tax benefits on families with fewer economic resources while
maintaining the same poverty impacts and lowering the upfront budgetary cost.

States looking for a less expensive starting point could begin by limiting their state
credits to children under age 6, where evidence shows the largest returns for children’s

State Child Tax Credits and Child Poverty: A 50-State Analysis
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eventual outcomes.?? In 2022, lawmakers in New Jersey and Vermont enacted Child Tax
Credits that aim to benefit this young child population. States limiting their policies to
younger children could consider phasing in older children in future years.

In this report, we present results under two phase-out options, also seen in Figure 5.
In the next section, we look at state credit values that can achieve either a 25 percent or
a 50 percent reduction in state child poverty; these credit values would achieve these
targets with either of the two phase-out thresholds listed below:

O “More universal approach”: A benefit phase-out for joint filers after $110,000 of
income and $75,000 for heads of household, mirroring the original federal Child
Tax Credit income phase-out from 1997. This threshold remained in place until the
temporary increase under the Tax Cuts and Jobs Act of 2017 (TCJA) that expanded
eligibility for the full credit to families with up to $400,000 in income.

O “More targeted approach”: A benefit phase-out at a relatively low level of income:
specifically, one that begins to phase out at the point where a family is no longer
eligible for the federal EITC.2® So, for instance, a two child, dual parent family with
income above $55,529 is no longer eligible for a federal EITC, and it is at this point that
the state-level credit could begin to phase out. A child in the same size family with
income over this amount would be eligible for less. This results in a more targeted
credit that would still provide a full state Child Tax Credit to children in the lowest-
income households.?

In the state fact sheets accompanying the main report, we present state credit options
under both the more universal and the more targeted approaches.

(HILEE) State Child Tax Credit Income Phase-Out Options
for Two-Parent Family (With a $1,000 State CTC)

o $2500

2

(&)

g $2,000 T

IS

9 ‘

¥ $1,500 \

2 \

s \
1,000 = = = ——

3 ° X

- "

g $500 \

s \

] \

3 $0 :

& $0 $50,000 $100,000 $150,000 $200,000

[7p]

Adjusted Gross Income

More Universal: One-Child Family - =More Targeted: One Child Family
—— More Universal: Two-Child Family = ==More Targeted: Two-Child Family

Note: The $1,000 credit value is a hypothetical placeholder for a state credit. State credit amounts to
achieve 50 percent and 25 percent poverty reduction will vary by state.

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022
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Ultimately, these income phase-outs do not affect poverty reduction, as families below
the poverty line benefit under either design. The difference between these phase-out
options lies primarily in their budgetary impact and the extent to which middle-income
and more affluent families benefit.

Each of the proposed state Child Tax Credit options in this report provides the largest
tax cut (as a percentage of income) to families at the bottom of the income scale, with
the bulk of the benefit going to families in the bottom 80 percent in each state (for
details visit the accompanying state pages). This effect would lessen existing inequities in
state and local tax systems, which are by and large regressive.

In the absence of federal action, another approach for states to consider is designing
state Child Tax Credits to make up for the shortcomings of the federal credit. Fortunately,
states have myriad options to make improvements in the absence of federal policy
change. Lawmakers could bring every qualifying child up to the full $2,000 credit or
to a higher credit amount. Where the federal credit falls short, states could fill in the
difference by eliminating the earnings requirement and eligibility phase-in that currently
exists and making the credit fully refundable. Our 2019 report outlines these policy
options in detail, highlighting the poverty impacts, costs and beneficiaries.?

STATE CHILD TAX CREDIT POLICY OPTIONS

In this report we determine how the state child poverty rate would fall depending on
the size of a potential state Child Tax Credit. Here, we use two targets — a 25 percent and
a 50 percent reduction in the state child poverty rate — and determine the state Child Tax
Credit levels that could achieve these reductions in each state.

In each case, we assume a state Child Tax Credit matches the ARPA expansion of the
federal Child Tax Credit in three key ways.

First, we assume the credit is fully refundable and available to children regardless of
their family’s earnings.

Second, we assume that the credit value is higher for children aged O to 5 because
these years being particularly important to child development.?® The expanded
federal Child Tax Credit offered a credit that was 20 percent higher for younger
children (under age 6) compared to older children ($3,600 per year vs. $3,000 per
year); we follow this approach and the state credits we model are 20 percent higher
for young children.

Third, we assume state Child Tax Credits, like the expanded federal credit, would be
delivered in advanced monthly payments. This can play an important role in keeping
poverty lower throughout the year, especially when assessing monthly poverty
rates,?” but it does not affect our simulations here given that we are simulating the
effects of state credits on annual poverty rates.

Unlike the federal Child Tax Credit, we assume that the benefit begins to phase out
when a family (depending on size) is no longer EITC eligible (i.e., the “more targeted
approach” discussed earlier). So, a child in a two-parent, two child family with income up
to $55,529 in 2022 would be eligible for the full credit, which would then begin to phase
out for families above this threshold. The phase-out rate would be the same as that set

State Child Tax Credits and Child Poverty: A 50-State Analysis
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for the EITC (15.98% for families with 1 dependent and 21.06% for those with two or more
dependents). That said, more children would benefit if the phase-out threshold were
higher in the income distribution (i.e,, if states took the more universal approach), but the
anti-poverty effects would be the same.

The following figures depict the state Child Tax Credit benefit levels required to
achieve both a 25 percent and a 50 percent reduction in child poverty rates by state,
including maps that illustrate the degree to which the state level credits can vary across
the country to achieve these results.

LR State Child Tax Credit Amounts Yielding 25 Percent
Reduction in State Child Poverty Rates

Per Child Credit Amount to Reduce Child Poverty by a Quarter
(Older Child | Younger Child)

$0 $500 $1,000 $1,500 $2,000 $2,500 $3,000 $3,500

Maine HEEE——— $600 | $720
Minnesota I $900 | $1080
North Dakota HEEEEEEEEEGEGEGEGEGGNNN $900 | $1080
Nebraska IEEEEEEGEGEGEGEGSG—————— $1000 | $1200
South Dakota IEEEEEEEEEEGESSS————— $1000 | $1200
Ohio I 51100 | $1320
Washington IEEEEESSSS———— 51100 | $1320
Arizona IIINEEEGEGEGEESESSSSSSSSS—— $1200 | $1440
Arkansas IS 51200 | $1440
Kansas I 51200 | $1440
Kentucky IS $1200 | $1440
New Mexico I $1200 | $1440
North Carolina NI 51200 | $1440
Oregon INIEEEEEEEEEEENNNSSSSS————— $1200 | $1440
Wisconsin IS 51200 | $1440
Idaho I $1300 | $1560
New Hampshire IS $1300 | $1560
South Carolina NI $1300 | $1560
Tennessee NN $1300 | $1560
lllinois N 51400 | $1680
Louisiana NI 51400 | $1680
Massachusetts IEEEEGGEEEEEEEE 51400 | $1680
Mississippi I 51400 | $1680
Oklahoma IS 51400 | $1680
Pennsylvania I 51400 | $1680
Texas IIIEEEEEEEEEESSSSSSSSSS——— $1400 | $1680
Florida NI 51500 | $1800
Georgia IS $1500 | $1800
Maryland I $1500 | $1800
Michigan I 51500 | $1800
Missouri I $1500 | $1800
Montana IS 51500 | $1800
Nevada I $1500 | $1800
West Virginia I 51500 | $1800
Alabama I 51600 | $1920
California NG 51700 | $2040
New Jersey IS 51700 | $2040
New York NI 51700 | $2040
Vermont IS $1700 | $2040
Colorado I $1800 | $2160
Hawaii I $1800 | $2160
Indiana I 51800 | $2160
Utah I $1800 | $2160
Virginia M $1800 | $2160
Wyoming IS $1800 | $2160
Connecticut I $1900 | $2280
Delaware I $ 2000 | $2400
District of Columbia I 52000 | $2400
lowa I $2000 | $2400
Rhode Island 1 2500 | $3000
Alaska | 53300 | $3960

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022
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In more than half the country (34 states), a base state Child Tax Credit between $500
and $1,500 per child — with a 20 percent credit value add-on for young children — would
reduce these state child poverty rates by 25 percent (Figure 6). A credit of $2,000 or less
would reduce state child poverty rates fall by 25 percent or more in almost all states, with
the exception of Alaska and Rhode Island (Figure 6). We find that the vast majority of
states would see a child poverty reduction of 25 percent with a base credit of between

$1,200 and $1,800.

Geographic Variation in State Child Tax Credit Amounts Associated
With a 25 Percent Reduction in State Child Poverty Rates
$500 to $1,000 ($600 to $1,200)

$1,001 - $1,500 ($1,201 to $1,800)

. $1,501 to $2,000 ($1,801 to $2,400)
. $2,001 to $2,500 ($2,401 to $3,000)
N . [l 52501 + ($3.0014)

1

was} hlqr n D.C.

Note: Credit amounts are for children under age 18, followed by boosted credit amounts for children
under the age of 6.

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022

Cutting child poverty in half would, of course, require substantially higher credit levels.
Figure 8 shows that seven states could reduce their child poverty rates by 50 percent
with a base state Child Tax Credit of less than $3,000. The majority of states would require
a base credit between $3,000 and $4,500 per child (again with a 20 percent benefit boost
for young children) in order to cut their child poverty rate in half. The following section
outlines the costs to states of adopting such a credit. States would need to make a
considerable investment to hit this target without renewed federal support. Nevertheless,
Figures 8 and 9 illustrate that meaningful reductions in child poverty are possible given
sufficient resources and political will.

State Child Tax Credits and Child Poverty: A 50-State Analysis
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Idaho
Minnesota
Nebraska
Arizona
Indiana

New Mexico
South Dakota
Louisiana
Mississippi
Arkansas
Missouri
North Carolina
Ohio
Tennessee
Texas

West Virginia
lllinois
Alabama
District of Columbia
lowa

North Dakota
Washington
Maine
Massachusetts
Michigan
Colorado
Nevada
Oklahoma
Wyoming
Kansas
Oregon

Utah

Florida
Kentucky
Georgia
Virginia
Wisconsin
California
Hawaii

New York
South Carolina
Montana
Pennsylvania
Maryland
New Jersey
Vermont
Delaware
Rhode Island
New Hampshire
Connecticut
Alaska

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022

State Child Tax Credit Amounts Yielding
50 Percent Reduction in Child Poverty

Per Child Credit Amount to Reduce Child Poverty by Half
(Older Child | Younger Child)

$1,000 $2,000 $3,000 $4,000 $5,000 $6,000 $7,000

$2300 | $2760

$2500 | $3000

$2800 | $3360

$2900 | $3480

$2900 | $3480

$2900 | $3480

$2900 | $3480

$3000 | $3600

$3000 | $3600

$3100 | $3720

$3100 | $3720

$3100 | $3720

$3100 | $3720

$3100 | $3720

$3200 | $3840

$3200 | $3840

$3300 | $3960

$3400 | $4080

$3400 | $4080

$3400 | $4080

$3400 | $4080

$3400 | $4080

$3500 | $4200

$3500 | $4200

$3500 | $4200

$3600 | $4320

$3600 | $4320

$3600 | $4320

$3600 | $4320

$3700 | $4440

$3700 | $4440

$3700 | $4440

$3800 | $4560

$3800 | $4560

$3900 | $4680

$3900 | $4680

$3900 | $4680

$4000 | $4800

$4000 | $4800

$4000 | $4800

$4000 | $4800

$4200 | $5040

$4200 | $5040

$4400 | $5280

$4400 | $5280

$4500 | $5400

$4700 | $5640

$4700 | $5640

$4900 | $5880

$5100 | $6120
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GIILEE) State Child Tax Credit Levels Associated With
a 50 Percent Reduction in Child Poverty

Washington D.C.

$2,000 to $2,500 ($2,400 to $3,000)
$2,501 - $3,000 ($3,001 to $3,600)
$3,001 to $3,500 ($3,601 to $4,200)
Il 53.501 to $4,000 ($4,201 to $4,800)
i 54.001 + sa,8014)

Note: Credit amounts are for children under age 18, followed by boosted credit amounts for children
under the age of 6.

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022

Unsurprisingly, cutting child poverty in half costs more than reducing it by 25%. The
revenue impacts of Child Tax Credit options presented in this report vary widely between
states, and if they choose the “more universal” or “more targeted” approach when setting
a phase-out threshold for the credit. The more universal approach extends benefits to a
broader population of children, including middle-income families, resulting in a larger
overall benefit but a higher cost to states.

The more targeted approach is designed to more exclusively benefit families
experiencing periods of low income. The result is a smaller number of children reached
(particularly higher up the income scale) and a lower overall cost of the credit.

Under the more universal approach, the combined cost of achieving a 50 percent
poverty reduction in each state is 7.0 percent of total nationwide state and local
revenue.?® Across states, the cost ranges from 3.5 percent of revenue in the District of
Columbia to 12.7 percent of revenue in Alaska.

Under the more targeted approach, the combined cost of achieving a 50 percent
poverty reduction in each state comes to 4.7 percent of total nationwide state and local
revenue. Across states, the cost ranges from 2.3 percent of revenue in Minnesota to
8.8 percent in Georgia. While states would need to invest significantly to achieve a 50
percent poverty reduction, the amounts are within reach for states willing to consider
robust revenue-raising measures. Notably, under the more targeted approach, two-thirds
of states could halve child poverty with a Child Tax Credit that costs less than 5.5 percent
of their total revenues
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The combined cost of achieving a 25 percent poverty reduction across the states is
roughly $82 billion per year with the more universal approach, and $54 billion per year
with the more targeted approach. Under the more universal scenario, state credits
could be enacted in all states to cut child poverty by 25 percent, at the cost of less than
5.8 percent of their total revenues. Under the more targeted approach, all states could
achieve this goal using 3.6 percent of their total revenues, and two-thirds of states could
do so with 2 percent or less of their total revenues.

These options to reduce child poverty by 25 percent and 50 percent are bold and
come with a cost. They also come with sizable benefits: greater economic security for
children and their families, lessened racial inequities and progress toward reversing
“upside-down” state and local tax systems that ask more of low- and middle-income
families than the wealthy. States can consider a range of options to fund credits that
would meaningfully reduce child poverty. Specific revenue-raising options vary by state,
but all states can invest in reducing child poverty if willing to commit the resources.

While the focus of this report is on providing options to the 50 states and the District
of Columbia to expand Child Tax Credits, localities could also create credits of their own.
We do not estimate the costs and impacts of more local (e.g., city or county) policies here,
but the range of state estimates suggest that there are affordable options for localities
that would boost the incomes of children and families and reduce poverty. Though not
included in this analysis, Puerto Rico and other U.S. territories could also adopt their own
Child Tax Credits in the absence of federal action.



State Child Tax Credit Options to Achieve 50% and 25% Child Poverty Reduction

More Targeted Approach

Share
of State
Revenue

e stare e shre [l o
50% poyerty ;:vs:sr: 25% poyerty ;;:S:zltji 50% poyerty
reduction reduction reduction
Alabama -$3,373,400 9.4% | -$1,501,700 | -4.2% -$2,396,500
Alaska -$1,130,700 | -12.7% | -$513,600 -5.8% -$767,600
Arizona -$4,121,000 -8.6% | -$1,589,700 | -3.3% -$2,949,900
Arkansas -$2,040,900 -9.8% -$746,400 -3.6% -$1,508,800
California -$29,243,100 | -5.6% | -$11,422,500 [ -2.2% -$19,804,200
Colorado -$3,489,600 6.2% | -$1,597,300 | -2.9% -$2,068,700
Connecticut -$2,978,200 1% -$957,000 2.3% -$1,880,500
Delaware -$764,600 -7.3% -$290,900 2.8% -$485,100
D.C. -$350,000 -3.5% -$199,600 2.0% -$298,800
Florida -$14,323,500 -8.7% | -$5282,600 | -3.2% -$10,419,600
Georgia -$8,387,600 | -11.6% | -$3,023,500 | -4.2% -$6,365,400
Hawaii -$952,900 -5.0% -$393,300 2.1% -$599,200
Idaho -$870,900 -7.0% -$465,400 -3.7% -$493,600
lllinois -$7,520,100 6.1% | -$2,924,300 | -2.4% -$4,890,000
Indiana -$3,732,500 7.0% | -$2,2217,200 | -4.2% -$2,386,300
lowa -$2,171,700 6.3% | -$1,203900 | -3.5% -$1,297,700
Kansas -$2,200,700 -8.2% -$639,800 -2.4% -$1,344,500
Kentucky -$3,471,600 | -11.0% | -$1,019,300 | -3.2% -$2,465,700
Louisiana -$3,035,800 -8.8% | -$1,339,700 | -3.9% -$2,293,200
Maine -$720,600 -5.9% -$107,800 -0.9% -$469,700
Maryland -$4,569,600 7.3% | -$1,334,400 | -2.1% -$2,826,600
Massachusetts | -$3,280,600 -4.2% | -$1,151,000 | -1.5% -$1,988,100
Michigan -$6,131,200 -7.9% | -$2,420,400 | -3.1% -$4,104,300
Minnesota -$2,371,300 -4.3% -$753,500 -1.4% -$1,305,400
Mississippi -$1,925,100 -8.7% -$865,700 -3.9% -$1,482,800
Missouri -$3,630,700 -8.4% | -$1,648600 | -3.8% -$2,413,500

Revenue
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$955,400
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-$151,100

-$185,900

-$561,700

-$91,300

-$1,290,800

-$347,200

-$3,713,000

-$1,483,800

-$61,200

-$1,206,400

-$596,500

-$427,700

-$1,655,600

-$295,100

-$802,900

-$93,600

-$1,029,700

-$5,717,200

-$674,000

-$89,100

-$1,469,600

-$610,500

-$287,900

-$604,800

Montana -$832,300 -10.8% | -$267,800 -3.5% -$521,500
Nebraska -$1,013,300 -6.4% -$314,900 2.0% -$566,800
Nevada -$2,303,200 | -10.5% | -$909,400 -4.1% -$1,523,700
New Hampshire | -$883,700 -8.3% -$185,200 -1.7% -$477,300
New Jersey -$6,402,800 -6.6% | -$2,135400 | -2.2% -$3,873,200
New Mexico -$1,283,400 -6.4% -$502,900 2.5% -$915,300
New York -$13,481,300 -4.6% | -$5240,200 | -1.8% -$9,532,900
North Carolina | -$6,057,600 75% | -$2,182,200 | -2.7% -$4,197,900
North Dakota -$507,000 -5.5% -$117,000 -1.3% -$294,800
Ohio -$6,505,600 -6.8% | -$2,090,800 | -2.2% -$4,338,800
Oklahoma -$3,045,300 | -10.0% | -$1,107,900 | -3.6% -$2,052,900
Oregon -$2,606,600 -6.3% -$765,800 -1.8% -$1,616,000
Pennsylvania -$9,021,100 7.9% -$2,641,200 -2.3% -$5,668,400
Rhode Island -$831,300 -8.1% -$415,000 -4.0% -$587,200
South Carolina | -$3,795,100 95% | -$1,135500 | -2.9% -$2,727,400
South Dakota -$514,400 -8.1% -$159,500 2.5% -$304,500
Tennessee -$3,963,100 9.0% | -$1,569,200 | -3.6% -$2,677,800
Texas -$19,990,400 -8.1% | -$8,179,100 | -3.3% -$14,057,200
Utah -$3,087,500 -11.0% | -$1,373,400 | -4.9% -$1,686,400
Vermont -$414,800 -6.2% -$140,400 2.1% -$256,800
Virginia -$5,740,700 -7.3% | -$2,396,800 | -3.1% -$3,579,100
Washington -$4,019,300 -5.0% | -$1,124,200 | -1.4% -$2,240,500
West Virginia -$1,006,500 -7.6% -$444,600 -3.3% -$671,900
Wisconsin -$4,034,500 -8.5% | -$1,081,000 [ -2.3% -$2,356,300
Wyoming -$372,800 -5.8% -$169,100 -2.6% -$202,600

-$92,400

Note: This table uses approximate values for Fiscal Year 2022 state and local combined own-source revenues. We begin with

the Fiscal Year 2020 value for general, own-source revenue taken from the U.S. Census Bureau's Annual Survey of State and
Local Government Finances. We then grow the state tax component of this figure to expected Fiscal Year 2022 values using the
Census Bureau's quarterly data on state tax collections. We do not make adjustments to the 2020 values for local tax revenues or
non-tax own-source revenues and therefore may somewhat understate the level of general, own-source revenues in this table.

Source: Institute on Taxation and Economic Policy and analysis of Census 2020 State & Local Government Finance data.



This report provides new data on state options for developing or expanding state
Child Tax Credits that can achieve ambitious child poverty reduction targets. The
accompanying state pages highlight key takeaways for all 50 states and the District of
Columbia.

Individual state pages identify details for each credit option: the maximum benefit,
overall cost, number of beneficiaries, number of children lifted out of poverty, the impacts
of each policy across the income distribution and the anti-poverty effects associated with
credits of varying amounts. These are, of course, not the only options available to states,
but this report provides a foundation for policymakers and other stakeholders to begin to
understand how they can reduce economic disadvantage for children in their states.

METHODOLOGY

Determining the Poverty Impacts of State Child Tax Credits

Data for this simulation are pooled from 3 years of the Current Population Survey (2017
—2019). To adjust for change in economic conditions, inflation, changes in the tax code,
and benefit level between these years and 2022, we adjust this underlying data using
the method outlined in Collyer et al. (2022).2° We ran a microsimulation for each state in
the data and the District of Columbia that determined the poverty reduction (measured
using the Supplemental Poverty Measure) associated with different credit levels in those
states (ranging from $100 per child to $7,000 per child, with an added value of 20% for
young children under age 6). Poverty reductions were determined by adding the new
credit to family resources and the re-calculating the poverty rate. We then reviewed the
estimated reduction in poverty associated with credit values across these ranges and
identified the credit amounts that would reduce the state child poverty rate by 25% and
50%. Note that in the case of states that already have a state Child Tax Credit, we assume
that that the existing credit would be absorbed into the credit that we model. This means
that the credit levels that we show are not on top of existing credits, but in place of those
credits.

Determining Estimated Costs, Average Benefit, and Number of Beneficiaries

The cost estimates and beneficiary information contained in this report are based
on data from the ITEP Microsimulation Tax Model. The ITEP Model is based on a large
database of tax return information created by the Internal Revenue Service (IRS) and is
supplemented with data from the U.S. Census, Commerce Department, Congressional
Budget Office, and numerous other sources. The result is a representative profile of the
nation’s population, and of each state, against which both current tax laws and potential
changes to those tax laws can be computed by running ITEP’s tax calculator on each
observation contained inside the Model. Additional discussion of the model is available at:
https://itep.org/itep-tax-model.
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APPENDIX

State Child Tax Credits (Size and Cost) to Achieve 50 Percent and
25 Percent Child Poverty Reduction, 2022 (Dollars in 1000s)

50 Percent Child Poverty Reduction 25 Percent Child Poverty Reduction

Credit Size

Credit Size

(Ouerkids| GRS Mencon [| Olderisl  SEEINIETR  Aewoscrcon

Alabama $3,400 | $4,080 -$3,373,400 -$2,396,500 $1,6001$1,920 [ -$1,501,700 -$1,048,600
Alaska $6,700 | $8,040 -$1,130,700 -$767,600 $3,300 | $3,960 -$513,600 -$320,700
Arizona $2,900 | $3,480 -$4,121,000 -$2,949,900 $1,200($1,440 | -$1,589,700 -$1,127,500
Arkansas $3,100 | $3,720 -$2,040,900 -$1,508,800 $1,200 | $1,440 -$746,400 -$552,200
California $4,000| $4,800 | -$29,243,100 -$19,804,200 $1,700$2,040 | -$11,422,500 -$7,505,900
Colorado $3,600 | $4,320 -$3,489,600 -$2,068,700 $1,8001$2,160 | -$1,597,300 -$955,400
Connecticut $5,100 | $6,120 -$2,978,200 -$1,880,500 $1,900 | $2,280 -$957,000 -$597,400
Delaware $4,700 | $5,640 -$764,600 -$485,100 $2,000 | $2,400 -$290,900 -$190,000
D.C $3,400 | $4,080 -$350,000 -$298,800 $2,000 | $2,400 -$199,600 -$171,500
Florida $3,800 | $4,560 | -$14,323,500 -$10,419,600 $1,500$1,800 | -$5,282,600 -$3,748,900
Georgia $3,900 | $4,680 -$8,387,600 -$6,365,400 81,500 | $1,800 -$3,023,500 -$2,205,500
Hawaii $4,000 | $4,800 -$952,900 -$599,200 $1,800 | $2,160 -$393,300 -$245,400
Idaho $2,300 | $2,760 -$870,900 -$493,600 $,1300 | $1,560 -$465,400 -$253,600
lllinois $3,300 | $3,960 -$7,520,100 -$4,890,000 $1,4001$1,680 | -$2,924,300 -$1,882,000
Indiana $2,900 | $3,480 -$3,732,500 -$2,386,300 $1,800($2,160 | -$2,217,200 -$1,395,100
lowa $3,400 | $4,080 -$2,171,700 -$1,297,700 $2,000]$2,400 | -$1,203,900 -$705,400
Kansas $3,700 | $4,440 -$2,200,700 -$1,344,500 $1,200 | $1,440 -$639,800 -$371,600
Kentucky $3,800 | $4,560 -$3,471,600 -$2,465,700 $1,200($1,440 | -$1,019,300 -$712,400
Louisiana $3,000 | $3,600 -$3,035,800 -$2,293,200 $1,4001$1,680 | -$1,339,700 -$1,001,700
Maine $3,500 | $4,200 -$720,600 -$469,700 $600 | $720 -$107,800 -$69,700

Maryland $4,400 | $5,280 -$4,569,600 -$2,826,600 $1,5001$1,800 | -$1,334,400 -$823,100
Massachusetts | $3,500 | $4,200 -$3,280,600 -$1,988,100 $1,400$1,680 | -$1,151,000 -$717,500
Michigan $3,500 | $4,200 -$6,131,200 -$4,104,300 $1,500 | $1,800 -$2,420,400 -$1,601,100
Minnesota $2,500 | $3,000 -$2,371,300 -$1,305,400 $900 $1,080 -$753,500 -$422,400




50 Percent Child Poverty Reduction

25 Percent Child Poverty Reduction

(8'32?'21::' More Universal More Targeted (gﬁgi'tlzilz:l More Universal More Targeted
Younger Kids) Approach Cost  Approach Cost Younger Kids) Approach Cost  Approach Cost

Mississippi $3,000 | $3,600 -$1,925,100 -$1,482,800 $1,400 | $1,680 -$865,700 -$658,900
Missouri $3,100 | $3,720 -$3,630,700 -$2,413,500 $1,5001$1,800 | -$1,648,600 -$1,084,000
Montana $4,200 | $5,040 -$832,300 -$521,500 $1,500 | $1,800 -$267,800 -$151,100
Nebraska $2,800 | $3,360 -$1,013,300 -$566,800 $1,000 $1,200 -$314,900 -$185,900
Nevada $3,600 | $4,320 -$2,303,200 -$1,523,700 $1,500 $1,800 -$909,400 -$561,700
New Hampshire | $4,900 | $5,880 -$883,700 -$477,300 $1,300 $1,560 -$185,200 -$91,300

New Jersey $4,400 | $,5280 -$6,402,800 -$3,873,200 $1,700 1 $2,040 | -$2,135,400 -$1,290,800
New Mexico $2,900 | $3,480 -$1,283,400 -$915,300 $1,200| $1,440 -$502,900 -$347,200
New York $4,000 $4,800 | -$13,481,300 -$9,532,900 $1,7001$2,040 | -$5,240,200 -$3,713,000
North Carolina | $3,100 | $3,720 -$6,057,600 -$4,197,900 $1,2001$1,440 | -$2,182,200 -$1,483,800
North Dakota $3,400 | $4,080 -$507,000 -$294,800 $900 | $1,080 -$117,000 -$61,200

Ohio $3,100 | $,3720 -$6,505,600 -$4,338,800 $1,1001$1,320 | -$2,090,800 -$1,206,400
Oklahoma $3,600 | $4,320 -$3,045,300 -$2,052,900 $1,4001$1,680 | -$1,107,900 -$596,500
Oregon 83,700 | $4,440 -$2,606,600 -$1,616,000 $1,200| 81,440 -$765,800 -$427,700
Pennsylvania $4,200 | $5,040 -$9,021,100 -$5,668,400 $1,400 | $1,680 -$2,641,200 -$1,655,600
Rhode Island $4,700 | $5,640 -$831,300 -$587,200 $2,500 | $3,000 -$415,000 -$295,100
South Carolina | $4,000 | $4,800 -$3,795,100 -$2,727,400 $1,3001$1,560 | -$1,135,500 -$802,900
South Dakota $2,900 | $3,480 -$514,400 -$304,500 $1,000 $1,200 -$159,500 -$93,600

Tennessee $3,100 | $3,720 -$3,963,100 -$2,677,800 $1,3001$1,560 | -$1,569,200 -$1,029,700
Texas $3,200($3,840 | -$19,990,400 -$14,057,200 $1,4001$1,680 | -$8,179,100 -$5,717,200
Utah $3,700 | $4,440 -$3,087,500 -$1,686,400 $,18001$2,160 | -$1,373,400 -$674,000
Vermont $4,500 | $5,400 -$414,800 -$256,800 $1,700 | $2,040 -$140,400 -$89,100

Virginia $3,900 | $4,680 -$5,740,700 -$3,579,100 $1,8001$2,160 | -$2,396,800 -$1,469,600
Washington $3,400 | $4,080 -$4,019,300 -$2,240,500 $1,1001$1,320 | -$1,124,200 -$610,500
West Virginia $3,200 | $3,840 -$1,006,500 -$671,900 $1,500 | $1,800 -$444,600 -$287,900
Wisconsin $3,900 | $4,680 -$4,034,500 -$2,356,300 $1,2001$1,440 | -$1,081,000 -$604,800
Wyoming 83,600 | $4,320 -$372,800 -$202,600 $1,800| $2,160 -$169,100 -$92,400

Source: Institute on Taxation and Economic Policy, Columbia Center on Poverty and Social Policy, 2022
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